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Q.—And carried through by you in 
order to, as it were, oblige him or ac- 
cede to what he wanted? A.—''o carry 
out his views and benefit the com- 
pany, and they were benefited. 


Q.—Did you know that an insurance 
company had certain securities on 
which it could lend money? A.—Yes. 

Q.—Did you know that a_promissory 
note was not one of the securities? 
A.—Perhaps that did not occur to my 
mind at the time. 

Q.—Can we get any further than 
that, that perhaps it did not occur? 
A.—Well, it did not occur, 

Q.—Do you say then that you went 
throngh this transaction without any 
idea present to your mind that it was 
an improper one? A.—Well, perhaps 
IT acted on the Manager’s suggestion 
without due consideration. 

(Q).—Perhaps you did, but did you? 
A.—Well, I did, as a matter of fact, 
I did. 

Q.—You acted on the Manager’s 
suggestion without due consideration. 
Tf you had given it due consideration 
you would not have entered into it? 
A.—If it was to do I would not, 

Q.—I think there are many tran- 
sactions in insurance companies in the 
last three or four years that would 
not happen to-day possibly? A.— 
Well, perhaps so in this case, 

Q.—That was paid in December? 
A.—Becanse TI did not want it. 

Q.—Yon were through with it? A. 
—T didn’t want it. 

Q.—The payment back was made by 
yonP A.—Yes. 

Q.—Withont any request by Mr. 
Spence? A.—No. 

Q.—Tt was not in view of the An- 
nual Return to the Government being 
abont dne? A.—No, never considered, 
so far as T am aware of. 

Q.—Then have there been any other 
transactions between you and tlhe com- 
pany of that or a similar character? 
A.—Not that I am aware of. 

Q.—Can you say positively that 
there were not? A.—TI have no recol- 
lection of anything. 

Q.—Would you not be rather apt 
to remember it if there were? A.—I 
think so. 

Q.—Bnt you cannot say positively 
that there were not? A.—wWell, there 
is nothing that I have any recollec- 
tion of, 

Q.—Did any other director of the 
Board or officer of the company get 
any accommodation, or if von object 
to accommodation, was there any 
transaction between them of a finan- 
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cial nature at all? A.—Not that I 
am aware of. 

Q.—Between no officer or no direc- 
tor? A.—Not that I remember. 

Q.—Were the funds of the Central 
Life in any way used except by way 
of investment in authorized securities 
in your time? A.—I have no recol- 
lection. 

Q.—That is leaving out this one 
transaction of $4,000? A.—I have no 
recollection about it. 

Q.—Now you rather put the respon- 
sibility for that on Mr. Spence. Do 
you know who signed the cheque for 
it, you or Mr. Spence? A.—We both. 

Q.—You signed and Mr. Spence 
signed. It never came before the 
Board? A.—No, not to my recollec- 
tion. 

Q.—Did any member of the Board 
know about it? A.—I could not say. 
Perhaps not. I have no recollection 
that they did. 

Q.—Your understanding would be 
that they did not know anything about 
it. It was never intended that they 
should, was it? A.—Well, there was 
no discussion, there was no conversa- 
tion between Mr. Spence and I that 
I have any recollection of as to the 
members of the Board being made ac- 
quainted with it and whether they 
were or were not individually or as a 
Board I conld not say. T have no re- 
collection of it. 

Q.—Dr. Groves’ statement would 
be rather inconsistent with his know- 
ing anvthing about it? A.—Yes. 

Q.—That would hardly be the sort 
of security that he was referring to 
when addressing the shareholders? A. 
—Unless he might regard me as be- 
ing excellent security for the amount, 

Q.—Would he use that language 
that he used at the annual meeting? 
A.—I don’t know that he would look 
at it thet way. 

Q.—Althongh you think he would be 
justified in doing it? A.—Well, it 
was perfectly safe. They made money 
by it. 

Q.—I think we have heard that ex- 
pression before, that they made money 
by it. That is all, Mr. Crawford. 


JOHN M. SPENCR, sworn, Exam- 
ined by MR, TILLEY: 


Q.—Mr. Spence, you have been the 
Manager of the Central Life from the 
time it was organized? A.—Yes, it 
was me that organized the company. 

Q.—You promoted it? A.—Yes. 
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Q.—Prior to that you had been in 
the insurance business? A.—Yes. 

Q.—In what capacity? A.—I was 
agent at Hamilton for the Sun Life 
for a number of years before that in 
1887 and I was Superintendent of the 
Temperance and General for nearly 
eight years. Then I went into the 
Home Life for a year and nine months 
at the time we reorganized the com- 
pany from an assessment to a level 
premium. 


Q.—Then you came from the County 
of Wellington? A.—I have lived in 
the County of Wellington pretty much 
all my lifetime. My wife and fam- 
ily were all born there. 


Q.—And the other provisional direc- 
tors came from that county? A.—-Yes, 
all personal friends of my own. Lived 
where we lived. 


Q.—Was Mr. Crawford a personal 
friend of yours before that? A.—No, 
I came to Toronto to get a man to 
take the position of President of my 
company and I selected Mr. Crawford. 


Q.—You were looking for a Presi- 
dent and you selected Mr. Crawford? 
A.—Yes. 


Q.—That explains how Mr. CGraw- 
ford came into the company in the 
beginning? A.—That is how he came. 

Q.—It was at your request? A.— 
Yes, on my invitation. 

Q.—Not because he was acquainted 
with you? A.—No, he was not. 

QHWas she acquainted with tha 
other parties? A.—I don’t know that 
he was. 

Q:—Then Mr. Crawford went with 
you to Fergus? A.—To Fergus. We 
had a meeting on the lst August to 
talk the matter over and decide 
whether we would go ahead with the 
company or not, and Mr. Crawford 
was President at that meeting 

Q.—The 1st August, what year? 
A.—That would be 1900. 

Q.—Then up to that time had it 
been arranged that Mr. St. John 
would come into the company? A.— 
No, Mr. St. John had not been 
thought of up to that time and was 
not that day either. 

Q.—Were you acquainted with him? 
A.—No, I don’t know him at all 

Q.—Then what was the arrange- 
ment you had in view when you were 
seeking Mr. Crawford. Did you in- 
tend to make the head office Toronto? 
A.—Yes, we wanted to come to To- 
ronto. 

Q.—Had you had that in your mind 
before? A.—Yes. 
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Q.—Coming to Toronto or had you 
originally thought of locating in 
Guelph or some other place in the 
county of Wellington? A.—Apart 
from this examination I may say that 
we had the organization of a company 
under way a couple of years previous 
to this in Guelph but owing to a little 
matter in connection with a certain 
person the company was’ dropped. 
Then it was forgotten, so to speak and. 
when I took the matter up again I 
thought Toronto would be a_ better 
centre and that is why I came here. 

Q.—So far as the Central was con- 
cerned your idea was that it should 
be Toronto? A.—Yes. 

Q.—And any idea Mr. Crawford has 
to the contrary is confusing this with 


some other company you had promot- 


ed? A.—Yes. 

Q.—What was the plan you had in 
view when you went to see Mr. Craw- 
ford? A.—TI had talked it over with 
my Fergus friends those in Welling- 
ton county, and I told him we would 
like to get two men in Toronto for 
the reason that we wanted one man 
as President and another good fellow 
to fill in on the Board for the pur- 
pose of having three to form an Ex- 
ecutive Committee. 

Q.—Please repeat that? Ad 
wanted him as President and another 
good man in Toronto for the purpose 
of having three, so that we could have 
an executive committee in Toronto 
without bringing any of the directors 
down from Wellington County. 

Q.—Did you .arrange that Mr. 
Crawford should be President when 
you were up at Fergus at that. time? 
A.—Yes. 

Q.—I see that on July 23rd, 1900, 
you have a note here signed by Messrs. 
Groves, Dowe, Bissell and Spence as 
follows: —‘‘We, the undersigned, one 
with the other agree to become pro- 
visional directors of a life insurance 
company to be hereafter named and 
in every legitimate way to promote 
the interests of the proposed company 
and we further agree to invite Mr. 
Thomas Crawford, M.P.P., to become 
President of the proposed company, 
and Major J. J. Craig, Public School 
Inspector of TWergua, to become a 
director thereof. We further agree 
to appoint the undersigned A. Groves 
and T. E. Bissell, both of the village 
of Fergus, our trustees for the pur- 
pose of receiving and depositing as 
trustees all sums of money paid in on 
account of the stock subscription of 
the same pending incorpofation of 
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the said proposed company.’ Then 
you settled on the directors? A.—I 
think that was settled on on the Ist 
August, 

Q.—That is when you met here in 
Toronto, is it? A.—No, we met in 
Fergus. 

Q.—It was arranged at any rate 
before the Charter? A.—Yes. 


Q.—And at that time had Mr. St. 
John come into the company? A.— 
Well, now I would not be sure about 
that. I might explain how Mr. St. 
John came in, 

Q.—Yes? A.—At the meeting in 
Fergus it was left with Mr. Crawford 
and myself to make a selection of 
another man to fill the vacancy in 
Toronto to make the number up to 
three, and Mr. Crawford and I to- 
gether talked the matter over and we 
invited Mr. St. John. Mr. Crawford 
sald he thought it would be proper 
for me to go and speak to him. I 
did, and he said, if Mr. Crawford 
was agreeable that he would be de- 
lighted to go on the board, and that 
was the end of it. 

Q.—Then you drew this prospectus. 
Did you frame it? A.—Yes. 

Q.—And had you had any exper- 
ience in the management of a company 
that would warrant you in saying that 
a company could, at that time, be 
started and got on a profitable basis 
without any impairment of capital on 
receiving $2.50 to be applied to sur- 
plus on each share? A.—I thought 
at that time we could have done it. 

Q.—Did you do it? A.—No, we 
did not. 

Q.—You fell considerably short of 
that? A.—Certainly. 

Q.—Tell me why you fell short in 
that regard? A.—Well, the cost of 
insurance has increased very much 
since we commenced. 

Q.—Since when, 1900? A.—Yes, it 
has been increasing every year pretty 
much and the expense of selling our 
stock was more than I thought it 
would be. 

Q.—What did it cost you to sell 
stock? A.—10 per cent. of the amount 
paid in. 

Q.—That is on each share, what 
was the call? A.—$12.50. $10 to the 
credit of stock and $2.50 to bonus, 
making in all $12.50. Of that we 
paid 10 per cent., or $1.50 a share. 
That was our commission. 

Oe Somthnatsof phate. os RAs 
Half of it went to commission. 

Q.—50 per cent. went to the agent? 
A.—Yes. 
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Q.—Did you continue selling the 
pee at that price throughout? A. 
—Yes. 

Q.—Never paid any more than 
that? A.—Never paid any more than 
that. 

Q.—And did not succeed in getting 
any at a less price? A.—Yes, there 
was some I got myself before I was 


on a salary with the company that we 
- paid no commission for. 


Q.—Did you charge a commission 
on what you got before? A.—Up to 
the time I was on salary I got 10 per 
cent. 

Q.—Did you ever get paid any- 
thing in addition to that by way of 
organization expenses? A.—Not one 
cent. I paid all those expenses my- 
self. 

Q.—Have you any account in your 
books showing your organization ex- 
penses? A.—Yes, I have it all here. 
This is the money paid in on stock, 
$200. 

Q.—First the directors’ money is 
shown? <A.—The only stock that was 
ever sold by the company without a 
premium of 24 was the first to the 
seven shareholders, they got theirs at 
par. Every shareholder in the com- 
pany outside of the first seven direc- 
tors, paid $2.50 a share premium on 
the stock. But the seven directors 
got their stock at par. They paid no 
premium. That is the only ones there 
was no premium paid for. These are 
the exchanges on cheques coming in. 

Q.—Did all the directors pay for 
their stock? A.—yYes, every one of 
them. 

Q.—There was no gift of stock made 
to any person? A.—None, not a cent. 

Q.—Did you pay for yours? A.—I 
did. 

Q.—Where is your stock shown here? 
A.—‘J. M. Spence $200.”’ 

Q.—What amount did you receive 
from these shareholders? Does this 
outside column in the capital stock 
account show what went into the bank ? 
A.—That is the amount that went into 
the bank; this is the amount paid and 
this is the amount of premium. 

Q.—So that you have had a column 
for the stock, a column for the prem- 
ium and the total that went into the 
bankP A.—Yes. 

.—Supposing any promissory notes 
were given? A.—There Were no prom- 
issory notes given for any of that. 

Q.—Then ‘Loan Imperial Bank 
$15.000.?? What does that mean? A. 
—That means $15,000 that Mr. Craw- 
ford and I borrowed from the Imperial 
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Bank to complete the $30,000 required 
by the Act as paid up. 

Q.—Then that was not money that 
was paid upP A.—We had against 
that the subscriptions and notes of tlie 
stockholders that had not yet paid in. 

Q).—The Ontario Insurance Act, un- 
der which you incorporated, by Section 
6, contains this provision: (Reads Sec- 
tion 6.) A.—That was not the Act 
at that time. It was $300,000 at 
that time. 

Q.—This is the Act of 1897? A.—It 
was $300,000 that we were required to 
have subscribed. 

Q.—yYes, but I have not come to the 
subseribed yet. This must have been 
the Act under which you were incor- 
porated and there is no amendment of 
this section. ‘‘That $30,000 has been 
paid in to some Chartered Bank of 
Canada?’’? A.—That was done by us. 

Q.—A total of $30,000 had not been 
paid in on the stock? A.—No, we 
held notes for part of it, but our pro- 
visional directors paid the money in. 

Q.—You borrowed on the notes? A. 
—No, we did not touch the notes at 
all. We borrowed on our own note, 
$15,000 and gave it to the company. ? 

Q.—And got the Imperial Bank of 
Canada to place to your credit $15,000 
to add to what the shareholders had 
paid in on their shares, to make up? 
A.—To make up the $30,000, that is 
quite true. 

Q.—And you got your license at the 
same timeP A.—Yes, 

Q.—Then where is the account for 
the organization expenses of the com- 
pany? A.—Here it is, here. 

Q.—Showing what you paid ont? A. 
—Yes. All those little items running 
down there. This is where we got our 
incorporation. We put those all un- 
der one heading. 

_ Q.—Under March 6th you have some 
items collected under the name of 
Thomas Crawford? A.—Yes, Mr, 
Crawford paid. for those items him- 
self, and then we put it in under his 
name just simply to simplify matters. 

().—These were small disbursements 
made as the license was being obtain- 
ed? A.—Yes, and they were all paid 
by Mr. Crawford. Then comes Mr. St. 
John’s expenses. 

Q.—That wonld be items paid in the 
same way? What did your organiza- 
tion expenses amount to? A.— 
$4,046.89. 

Q.—What did you do with that, 
charge it up at once to profit and loss 
or carry it as an asset? A.—No, we 
never charged it. It is all in this 
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Q.—As expenses? <A.—Yes, that is 
in the first report. 

Q.—Does that cover all you paid for 
expenses? A.—That pays all the or- 
ganization expenses with the exception 
of stock that had to be paid for after- 
wards. ‘Commission on stock. We 
would go through the book every day 
during the month. 

Q.—Some of this stock was forfeited 
and had to be sold over again? A.— 
Yes, in which case there was no com- 
mission paid. 

Q.—Was any stock sold here on 
which there was no demand made at 
all in cash? A.—wNo. 

Q.—Did you take notes for the full 
amount of the call? A.—Well, when 
we took a subscription we generally 
took a note with it. It was not ne- 
cessary to take a note, but we did as 
a matter of fact take a note with it 
and then these notes went into the 
Bills Receivable but never into the 
Cash Book until they were paid or 
something paid. Only the amount that 
was paid went into the Cash Book. 

(.—Did you ever get subcsriptions 
on which no cash was paid at all, or 
did you insist on something being paid 
in cash? A.—We did not insist on 
anything being paid. 

(.—Sometimes you would sell the 
stock taking a note for the full 
amountr A.—Yes, it was not neces- 
sary to take the note, but we did it 
as a help to collection. sit 

Q.--You did it as a means of en- 
forcing payment? A.—Well, it would 
be collected better. 

Q.—You put this statement in the 
prospectus: ‘‘It is very unlikely that 
another call will be made’? A.—We 
never expected to have made another 
call, and we believe if we had stayed 
in the Province of Ontario we would 
not have needed to make another call. 

Q.—Why then did you issue so much 
stock partly paid, why not have paid 
up stock for a smaller amount? A. 
—The Act required that we should 
have $300,000 subscribed. 

Q.—And have you tried to get up 
to $500,000 and a million? A.—Well, 
we have not pnt a man out on the 
road to try to sell it. 

Q.—Becanse it is useless? A.—I 
suppose it is. 

Q.—It is not your lack of desire to 
sell it? A.—No, I think we will sell 
the balance some day. 

Q.—Why do you say to these people, 
you expect to issne a million dollars 
of stock? A.—We wanted to have 
a good subscribed capital, we thought 


INSURANCE. 1653 


SESSIONAL PAPER No. 66 
52nd day, July 10, 1906. 


it would give the company a better 
standing to have half a million sub- 
scribed. We had no desire to go be- 
youd that while we were a Provincial 
company. The desire to get a Domin- 
ion license was only to help the com- 
pany and we felt that if we had that 
license it would be a benefit. 

(Q.—At the time you issued the pros- 
pectus you had it in mind to be a 
Dominion company in time? A,—No, 
we did not. 

Q.—Did you expect to confine your 
operations to Ontario? A.—What I 
had in my mind was that“we would 
still be a Provincial company but still 
do business in the other Provinces by 
taking ont a license. 

~Q.—You did subsequently make an- 
other call of 5 per cent.? A.—We did. 
That was done at my recommendation, 

().—And you have not made any 
other calls? A.—No. 

Q.—That is rather a misfortune hav- 
ing regard to the statement you made 
in the prospectus, leading these people 
to believe they would not have to pay 
more money? A.—TI will admit that. 

Q.—That is if yon go to a person, 
a subscriber for stock. and there is 
a fund of $400 or $500 to be invested 
and then’ you take as much stock as 
you can get that amount of cash 
for. then if you make another call 
they: find it hard to pav? A.—Yes, it 
has been a hardship in some cases, 
but we have not taken advantage of 
that. 

Q.—What have you refrained from 
doing? A.—There is some stock that 
the enll has not yet been naid on al- 
thoneh the bv-laws provided that it 
shonld be forfeited. 

Q.—But that is not throngh any in- 
duleence on your part. At the Iast 
meeting you had a resolution passed 
that they would all be sued? A.— 
There was that resolution but there 
has been nothing done. 

Q.—Is it not an improper thing to 
put a statement of that kind in a pros- 
pectus when. yon were trying to sell 
strckP A.—I will admit that if we 
had in mind the fact that we were go- 
ing up for Dominion license and wonld 
need more money it was. But we had 
not that in our minds at that time 
and had never thonght of it. 

Q.—Then you got your Charter and 
proceeded to pass the most important 
bv-law at once; that 18 the one about 
salaries? A.—Yes. 

Q.—Yon call that No. Te ALY aa. 

Q.—Fow is it that that is not in 
the printed by-laws yon issned to your 
shareholders and policyholders? A. 
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—I could not tell you that. That by- 
law was drafted by our solicitor. 

Q.—Aund 1 would think the printed 
by-laws would probably be his work? 
A.—They were, too, but as for that by- 
law, salary is not a stationary thing. 

Q. —Was it discussed before that by- 
law was passed how long your contract 
should be? A.—Well, in a way. Mr. 
Crawford took that matter up with 
me and made the suggestion that he 
would move that, what is now called 
a by-law, there, if it was acceptable 
to me and I agreed to it. 1 never 
usked Mr. Crawford; I did not name 
those figures myself and I did not ask 
him to name them; he did it of his 
own free will. 

Q.—The arrangement was made the 
moment the Charter was issned? A.— 
No, it was some little time before. It 

was before the meeting of the share- 
holders, 

Q.—March 26th, 1901, that by-law 
was passed ? A.—The Charter was 
issned in February, 

Q.—This was the first time yon had 
got together after you had got the 
Charter? A.—Yes. 

Q.—On March 4th, 1901, you had a 
meeting? A.—A meeting of the di- 
rectors. 

Q.—‘‘Moved by Crawford and sec- 
onded by Groves, that J. M. Spence, 
as Managing Director, be engaged for 
a term of five years.’? Then another 
meeting of the directors was_ held. 
They met first and passed the by-laws 
and then there was an adjournment to 
the Annual Meeting and you passed 
these by-laws? A.—Yes. 

Q.—Who was the Medical Referee? 
A.—Dr. Groves. 

Q.—One of the directors? A.—Yes. 

Q.—Was that sum of $400 referred 
to in the by-laws, all that was paid 
to the President as long as he was 
President? A.—That is all. 

Q. eatery that $200 paid to Mr. St. 
John? A.—$200. 

Q.—In :the conv of the Renort you 
sent in it wos $2.000? A.—Yes, that 
was a mistake, it was intended to be 
$200. : 

Q.—Tt is shown here to be $200 so 
T thoneht it must he a mistake? A.— 
It is shown in other places in the 
Report. 

Q.—That was on the 26th of March, 
1901, and the shareholders met again 
after that and sanctioned that by- 
law? A.—Yes, 

Q.—And also sanctioned the general 
by-laws, which were adopted at the 
same time? A.—Yes. 
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Q.—Do you know now if there was 
any discussion about including that by- 
law No. 1 as to salaries in your by- 
laws? A.—No, it was never men- 
tioned. 


Q.—You have no by-law in your 
printed book that is No. 1? A.—Yes, 
it never was needed. Mr. Crawford 
had that resolution and it was carried 
at the first meeting and it was then 
referred to our solicitor and I think 
it was at the suggestion of Mr. St. 
John that that was made a by-law 
and put through at the regular meet- 
ing. 

Q.—Do you say that this contract 
for such a long period was rather 
thrust upon you? A.—No, I was quite 
satisfied to have it and I felt I ought 
to have it, but I had nothing to do 
with the making of it up. 

Q.—Do you think it is right to start 
a new company with a contract with 
the: Manager, the man who is to make 
or break the company, that is to last 
for five years and he cannot be got rid 
of for that time? A.—I think that 
it is right to make it for ten. years. 
Five years is not long enough. 

Q.—Looking at it from the direc- 
tors’ standpoint, if he is no good, or 
from the company’s standpointr A. 
—If he is no good he could not float 
the company. 

Q.—He might float it for a time 
any way? A.—No, he would not get 
it under way. If he had not the 
ability to manage it he could not 
float it. 

Q.—There are different kinds of abil- 
ity and some men have the ability to 
float things but not to bring them to 
success? A.—The stockholders approv- 
ed of it. 


Q.—But that was before the stock-’ 


holders got together? A.—Well, they 
had to approve of it. In a new com- 
pany a good deal of latitude should 
be given. 

Q.—And there should be great care 
in selecting the Manager? A.—Yes. 
T think our people took that care. 

Q.—Who took the care, who selected 
him? A.—Our directors. 

Q.—No, the promoter was the Man- 
ager? A.—If thev had not confidence 
in me they would not have gone in 
with me. 

Q.—I do not know that. It only 
cost $200 to go in with you, and then 
there are fees and so on? A.—Well, 
those fees did not pav them. 

' Q.—I am not saying that thev 
would, but a person does not risk much 
to go in with you and they are not 
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with you now? A.—Yes, all but two; 
all but three. 

Q.—And the ones that remain are 
your personal friends up in Welling- 
ton? A.—The ones that remain are 
the ones that went in with me on the 
start. 


Q.—Then don’t you think it should 
be left in the position practically Mr. 
Crawford took at the meeting when 
he said I think your health has so 
changed that a stronger and an abler 
man, physically—not mentally, he does 
not suggest that at all—should be the 
Manager of this company and unless 
you will agree to that I am going 
out, and you refused to agree to it? 
A.—That would be all right under cer- 
tain conditions; but take my case; I 
have given five years of my life 
to the company; I had _ every 
cent I had in the world into 
it and I had on the other hand 
my wife and little children that had 
nothing ahead of them but the poor- 
house if Mr. Crawford had got his 
way. Do you suppose that is right? 

Q.—I do not know that your wife 
had only the poorhouse before her. 
A.—Not one dollar. My last crust of 
bread was in it and this man would 
turn me down and out without con- 
sideration. If I had good health and 
strength I would not give ten cents 
for it, but at this time I was a sick 
man and people were ready to take 
advantage of my illness and take my 
position from me. I have no patience 
with that kind of thing. . 

Q.—There is the advantage of a long 
term contract? A.—It was a good 
thing and the only thing that saved 
me. 

Q.—Could you look for a minute 
at the position of the shareholders and 
policyholders? Do you think if you 
are unfortunate enough to lose your 
health that they should continue you 
with the company if it is thought that 
in the best interests of the company 
some person else should be Manager? 
Tam not saying that that is the case? 
A.—I ‘will grant you that perhaps you 
might go further and say that if I 
was unfortunate enough to lose my 
health and I had to step down and 
out and leave the company to someone 
else, the company ought to put me in 
the position I was when T started. | 

Q.—Did you ask them to do that? 
A.—I did not get an opportunity. 

Q.—What position would that neces- 
sitate your being put in? A.—When 
T went into the company I had my 
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home in the County of Wellington, and 
when this trouble came up | had not 
anything, the company had it all, I 
had put it all in stock. 

Q.—How much stock had you taken? 
A.—It is onthe books, something like 
200 shares. Might be 200 now paid 
for. 

Q.—That you have paid your calls 
on you mean, of course? A,—Yes. 

Q.—You think then, Mr. Spence, 
that it is a proper thing and there is 
nothing objectionable in a person who 
organizes an insurance company get- 
ting a contract put through, the best 
he can? I am not suggesting that 
there is anything improper in the way 
of fixing the amount, but if he can 
induce the directors to make a long 
term contract with him he is perfectly 
justified in doing it? A.—I think a 
man starting a company and putting 
his energies and abilities into it and 
promoting the company, should have a 
contract sufficiently long to enable him 
to get the company under way and 
should get sufficient out of the com- 
pany to keep his wife and family, that 
is all I ask for. 

Q.—How long would that take? A. 
—It should be for ten years. I think 
ten years ought to be allowed to es- 
tablish a company in first class shape. 

Q.—I suppose you thought five years 
was long enough when you started? 
A.—I did at that time. 

Q.—You have changed your mind as 
to that? A.—I have, under present 
conditions. Ten years is little enough. 


Q.—What do you mean by present 
conditions? A.—Well, the high cost 
of getting business, the high reserves 
on policies and all that, the competi- 
tion and everything considered. 


Q.—That existed pretty much in 
1901 as it does to-day? A.—Yes, but 
we started under the Ontario Act 
where the reserve rate was much lower. 

Q.—Did you know what was involved 
in launching a company at that time? 
A.—Well, I had only my experience 
with the Temperance and General and 
the Home Life. , 

Q.—Were you ever Manager? A.— 
I was Superintendent of both those. 

Q.—Superintendent of Agencies? 
A.—Yes. 

Q.—And that was as far as you got 
in the management of the company? 
A.—Yes. 

Q.—You have a wider experience 
now as to the length of time ,it takes 
to get a company started? A.—Yes, 
I know more about it to-day than I 
did five years ago. 


Central Life Ins. Co. 
| (John M. Spence, Ex’d.) 


Q.—Then, how soon did any dispute 
or disagreement occur as to the man- 
agement of the company? A.—I never 
knew there was anything occurred at 
any time. There was no disagreement 
or dispute and nothing occurred at all 
to mar the management of the com- 
pany in any way, so far as I know, 
up to the time until I was, so to 
speak, not to get better. 


Q:—That would be at the end of 
1905? A.—Yes, the end of last year. 

Q.—That condition of affairs did not 
exist in 1904? A.—Nothing with re- 
gard to the management. 


Q.—Was there a disagreement at 
that time between you and Mr. St. 
John? A.—No, I may say that there 
was a disagreement between Mr. St. 
John and myself ever since we started 
the company on little matters, but it 
never amounted to much. 

Q.—Was the disagreement of a per- 
sonal nature? A.—Npo, sir. 


Q.—Or did it concern the manage- 
ment of the company? A.—It con- 
cerned the management of the com- 
pany. 

Q.—In what way? A.—Well, in the 
first place Mr. St. John charged the 
company $310 for organization expen- 
ses and I thought $50 or $75 was 
enough. 

Q.—You wanted to tax his bill? A. 
—Yes. 

Q.—And he did not want you to? 
A.—No. Then there were other little 
items all the way through like that. 

Q.—He charged too much? A.—I 
thought so. May be I was wrong. 

Q.—Was that the whole complaint? 
A.—Practically speaking. 

Q.—Sometimes that is not looked 
upon as being a very bad fault if a 
solicitor charges enough? A.—Oh, 
well, St. John was a good man and 
perhaps it might have been better if 
IT had kept him. 

Q.—Mr. Crawford rather warned you 
of that some time ago? A.—He spoke 
about it the day Mr. St. John was 
left off the Board. 

Q.—That was brought about by you 
with malice aforethought, as I might 
say? A—No, the idea of reducing 
the Board was to save expense. 

Q.—Who wrote the letter giving the 
notice that the Board should be chang- 
ed? A.—Mr. Unsworth of Fergus 
wrote the letter. 

Q.—A friend of yours? A.—No. 

Q.—At your suggestion? A.—No. 

Q.—Did you know it was written® 
A.—When it came into the office. 
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Q.—Was it ever discussed between 
you and him that you could get along 
with six as well.as seven? A.—No, I 
never spoke to him about it in my 
life. 

Q.—Do you know whether it was at 
the suggestion of any member of the 
Board? A.—I cannot tell you. 

Q.—How long before the meeting 
did you know? A.—I suppose about 
a month or six weeks, something like 
that. 

Q.—Did you stir around then for 
proxies? A.—No sir, I never asked 
a man for a proxy in my life and 
never asked an agent to get one. 

Q.—How is it that you have got so 
many proxiesP A.—I can account for 
it in this way, that people who hold 
stock in the company largely sub- 
scribed their stock with me and know 
me personally 

Q.—The subscribers probably are 
friends of yours? A.—Not particular- 
ly friends, but they know me and 
people I have been with more or less, 
in the last eight or ten years through 
the Province. 

Q.—You say then the proxies would 
come to you by reason of knowing 
you and knowing your name, seeing 
it on the bottom of the proxy? A.— 
Knowing me and having met me and 
by reason of my being Manager. 

Q.—Did you ever get agents to 
obtain proxies for you? A.—Never 
spoke to an agent nor asked an agent 
nor any person to get me a proxy in 
my life. \ 

Q.—Were these proxies mailed to 
you by the shareholders? A.—All 
mailed by the shareholders, and every 
proxy that came in, irrespective of 
who it was for, was put in the bunch 
of proxies. 

Q.—If you wish to sit down at any 
time, Mr. Spence, you may do so, of 
course? A.—No, I am feeling first- 
lass. Pe 

Q.—You say there was no partisuar 
effort to get proxies by way ol this 
change? A.—No, never was at any 
time. 

Q.—And the resolutions that occur 
in the minutes, so far as you were 
concerned, were all resolutions that 
the shareholders desired to make and 
not yrompted by yeu? A-—T don't 
think that ever at any time | was a 
party to drafting a resolution, any 
more than any other director cn the 
Board. It was always understvod 
everyhody took their own pert. In 
fact when Mr. St. John sat at the 
Board I may sav the resolutions were 
nearly all drafted by him, because 
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we left that matter to him, we had 
every confidence in him, and _ they 
were always done right. 

Q.—Then, having reached the time 
when it came to a vote as to a change 
in the Board, your proxies were 
bound to carry the day? A.—I ex- 
pect they were. They did carry it. 

Q.—Voting on those proxies did you 
vote as you thought the other direct-. 
ors desired or did you vote as,you 
personally wanted to vote? A.—I 
voted as I personally wanted to vote 
and as I personally believed would 
be in the interests of the company for 
me to do. I have the ballots of every 
man that voted at that meeting and 
you can see them; you can see how 
everybody voted; it is all here. 

Q.—I am not concerned with that; 
I think I know how you voted? A. 
—Yes. I voted as shown there. 

Q.—Your nominees were elected, 
bound to be elected with the voting 
power you had? A.—Well, they 
couldn’t help it. 

Q.—Passing from that, do you 
think it right that the Manager of a 


company should have such a _ large 


voting power at the Annual Meet- 
ings?) A.—Well, if the people will 
not come to the meeting themselves, 
and send in the proxies, how can you 
avoid: it. ? 

Q.—A year later Mr. Crawford 
wanted a change made? A.—Yes, 
but he didn’t ask for a change at an 
Annual Meeting. 


Q.—No, but every person, I think, 
knows how important the Annual 
Meeting is when a person makes a re- 
quest just before it. What was the 
request he made to you? A.—Well. 
at one of the Board meetings Mr. 
Crawford and I had had some hot 
words at the meeting and I accused 
him of either wanting to take my 
position from me for his own benefit 
or to sell out the company. 

Q.—When you say for his own bene- 
fit, to occupy the position himself? 
A.—Decidedly so. 


Q.—You accused him of that? A.— 
I accused him of that. Previous to 
that Mr. Crawford asked me in my 
own office if it would not be better 
for me to take a position as Superin- 
tendent and get out on the road 
where I should have fresh air, good 
hotels and so on, and that he would 
come down and take charee of the 
office and manage it, and he said, 
if you do that I will be your friend. 
What did that mean? A.—It meant 
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that he stepped in between me and 
the company and then when the 
proxies came in I would not have had 
them. 


Q.—Then you say that the result of 
any change from yourself to any per- 
son else as manager would involve 
the proxies going to the Manager? 
A.—That is what it would do. 

Q.—And you thought that by giv- 
ing up your position as manager that 
would be the thin edge of the wedge? 
A.—It would have been the whole 
wedge. 

Q.—You would have been out? A. 
—OQOut, clean and clear, nothing else. 

Q.—So that it was your personal 
salvation that you should stay where 
you were to get the proxies? A.—If 
I did not stay where I was it meant 
that I had to sever my connection 
with the company for ever. 


Q.—Isn’t it a bad state of affairs 
in insurance companies when it all 
depends upon being manager, whether 
you will get the proxies or not? A. 
—It is a bad state of affairs in my 
company when any one man tries to 
take the boots off another. 


Q.—Especially if the other has the 
proxies? A.—Yes. 


Q.—He will ascertain where that 
will land him? A.—Generally speak- 
ing he will. 

Q.—And you were using your posi- 
tion there to protect your own posi- 
tion for yourself? A.—I was using 
my position for nothing under heaven 
but to protect my wife and children. 

Q.—Let us try and make it personal 
to you? A.—That is personal with 
me, that is all I had in it. If it 
wasn’t for them I would have dropped 
it. It is a matter that I have a good 
deal of feeling about. 

Q.—I suppose your wife is “Emma 
Spence,’”’ whose name appears as the 
holder of a lot of stock? A.—Yes, 

Q.—Has she, now that we are on 
the subject, private means? A.—She 
has some. 

Q.-—Obtained from you, do you 
mean? A.—No, from her father. All 
the money she ‘has is in the Central 
Life. 

Q.—-Is the stock that she has taken 
—are the calls on it paid? A.—Yes. 

Q.—-You were then using the posi- 
tion of strength that these prox- 
ies gave you to protect that position 
for yourself in the company? A,— 
Certainly. but it hadn’t come to that. 

Q.—It had not come to that, but you 
intimated to Mr. Crawford what. would 
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happenP A.—No, I never said that to 
him, There was no election. 

Q.—There needs to be no election 
as long as you can lay down the cards? 
A.—All right. 

Q.—Then is it not a bad state of 
affairs when the shareholders’ votes 
can be used by one party in the com- 
pany to advance his own interests and 
that may be against the interests of 
the people whose proxies he is using? 
A.—There is just two ways to put it. 
If a man is wealthy and has money 
enough to carry him through, he 
don’t need anyone else to help him. 
If he has not got wealth he needs the 
proxies, 

Q.—He does not alwaysP A.—Ina 
case like mine he did. I needed them 
at that time. 

Q.—Then, if you were a shareholder 
or policyholder, and had no other in- 
terest to serve, would you be satisfied 
with a state of affairs that put the 
Manager in control in that way? A.— 
If I were a shareholder and any other 
man living held the position I did 
with the Central Life, under the same 
conditions, I would have banked every 
dollar I had to help him out. 

Q.—You would, being a generous 
soul? A.—No, I am not more gen- 
erous than anybody else, but as a 
matter of right. 

Q.—It leaves the door open at any 
rate for the Manager to help himself, 
even thongh his case may not be of as 
much virtue as yours? A.—If some 
scheme could be devised so that the 
voting power could be mora divided 
among the Board, I think 1t would be 
a good thing. : 

Q.—Have you ever given any con- 
sideration to how that can be accom- 
plished? A.—No. 

Q.—While you have given us sug- 
gestions on certain matters that you 
have sent in, yon have not snggested 
anything on that? A.—No, not on 
that becanse it had not occurred to me. 

Q.—That feature is not worrying you 
particularly? A.—No. 

q.—You have discussed other mat- 
ters of general interest, but not that? 
A.—No, i wouid be very glad to dis- 
cuss that with you, 

Q.—tiave you any clause in your 
proxies that they shall not be revok- 
ed until a certain time? A.—lI think 
our last proxy holds good until it is 
revoked or the party appears at the 
election in person. 

Q.—Quite so, if the shareholder ap- 
pears in person that would do away 
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—Yes, or if he asked for a new proxy 


he could have it. 

Q.—But it does not last for any 
length of time after he disaffiirms it? 
A.—I believe the law provides how 
long a proxy shall last, doesn’t it? 
I always understood there was some- 
thing in the Ontario Insurance Act 
that provided for the length a proxy 
could run, 

Q.—But I am asking you whether 
you have any stipulation that the 
proxy shall last, say for 20 days after 
the shareholder has given his notice 
that he does not want it to act? A. 
—No, I don’t think there is anything 
in that at all. There is no change 
made. Our proxy is a liberal one and 
was drawn up by Mr. St. John. 

Q.—Did you get any proxies when 
selling stock? A.—No, not one. 

Q.—Never got any until you sent 
out your notices after? A.—No. 

Q.—Did you write letters yourself, 
asking for proxies? A.—No, I never 
did. 

Q.—Now Major Craig left the 
Board. I suppose that had nothing to 
do with this feature we have been 
discussing because there does not seem 
to be anything in the minutes that 
refers to that specially? A.—No, there 
was nothing. I will tell you why 
Major Craig left the Board .if you 
want to know. 

Q.—Unless it throws some light on 
your power to drive ‘him off if you 
did not want him there, I do not want 
to know; but if you were instrumental 
in getting him off I would like to 
know it? A.—I do not know that I 
was any more than any other direc- 
tor. 

Q.—Did he resign or you put him 
off? A.—He resigned. 

Q.—Because he knew he would be 
dropped off? A.—No, there was no 
intimation of that and I don’t know 
that he would have been dropped off. 

Q.—Was there any dispute between 
you and Mr. Craig? A.—Yes. 

Q.—Of what nature? A.—Mr. Craig 
had written a letter. 

Q.—It affected the company? A.— 
No, it affected me. 

Q.—You were pretty much the com- 
pany with 1,700 proxies? A.—Perhaps 
so. Mr. Craig had written a letter to 
Mr. Crawford, a long letter, and I 
believe the letter went on to say that 
it would be advisable for Mr. Crawford 
to come down and manage the com- 
pany and kick Mr. Spence out. Mr. 
Crawford replied to that letter and 
when I got wind.of it I called the 
Board together and laid the matter on 
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the table and Mr. Crawford stated 
at the meeting to Mr. Craig, he said: 
“You wrote that letter, Craig, and I 
never showed it to anybody, and I 
would be ashamed to show it to any 
man.’ Things were made so hot for 


. Craig that he left. 


(Q.—That is he ran counter to you? 
A.—It was not me particularly. The 
other directors took the stand that 
Craig was interfering. I said prac- 
tically nothing. Mr. St. John and 
Mr. Crawford were the spokesmen. 

Q.—The man that holds the votes 
doesn’t have to say anything? A.— 
Well, there was no election on. 

Q.—But there was always one com- 
ing? A.—I don’t think that was tak-, 
en into consideration at all. I think 
those men just felt they were called 
upon to tell Mr. Craig what they 
thought and they done Tt. 


Q.—And then Mr. Craig resigned? 
A.—Yes, some few days afterwards. 


Q.—Then it seems so far as one can 
gather that everything in the nature 
of a disagreement at the Central has 
been with respect to your position as 
Manager? A.—There was only those 
two cases, 

Q.—That is three, isn’t it? A.— 
No, just two. 

Q.—Mr. Crawford and Mr. Craig? 
A.—Yes, that is all. 


Q.—Mr. St. John from anything 
you have told us yet, never took the 
position with you that you should 
not be Manager or that he did not 
want you on the Board? A.—Oh, no, 
YT don’t think he ever felt that way.’ 
St. John was perhaps as honourable 
as any man I ever associated with. 

Q.—You have not‘said anything yet 
to suggest anything to the contrary, 
Mr. Spence. Then the resolution by 
which you were to drop out of the 
position of Manager for a time pro- 
vided that any expense should be de- 
ducted from your salary? A.—Yes. 


Q.—The time you were given leave 
of absence for was towards the end of 
the year? A.—The 10th October last 
year. 


Q.—Just about the time the prox- 
ies would be coming in? A.—Yes. 

Q.—And there was an emergency 
meeting held, was there not? A.— 
Yes, a meeting of the Board of Direc- 
tors; I don’t know that it was an 
emergency. 

Q.—A special meeting? A.—I don’t 
remember that. I think it was a spe-— 
cial meeting of the 10th October. 
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Q.—A meeting was held on the 21st 
October? A.—I wasn’t at that. 

Q.—This is in the year 1905, the 
President was in the chair and you 
were not present? A.—No. 

Q.—It does not say who else was 
there but apparently Mr. Bissell and 
Dr. Groves were present. It says: 
“The matter of the late Manager, Mr. 
J. M. Spence’s condition of health 
was discussed and it was the unani- 
mous opinion that, in his interest as 
well as in the interests of the com- 
pany, that he take no part in the of- 
fice work, neither visit the office until 
such time as his health would per- 
mit.’’ ‘‘Moved and seconded, after 
considering the state of health of our 
late Manager that the Board must in- 
sist upon Mr, J. M. Spence having 
complete relief from all work connect- 
ed with the company and to this end 
he must under no consideration visit 
the office.’? Was there any reason for 
keeping you away from the office at 
that time? A.—Yes. 

Q.—What? A.—Mr. Crawford did 
not want me to know anything that 
was going on. | 

Q.—What was the object then? A. 
—I had the feeling from Mr. Craw- 
ford’s action that he was trying to 
take my position from me and have it 
himself and that he did not want me 
around the place. 

Q.—You think then that this resolu- 
tion that you must under no consid- 
eration visit the office was to discon- 
nect you entirely from the office? A. 
—Disconnect me entirely and give him 
a free hand. 

Q.—You do not think that was bona 
fide on his part? A.—TI do not. 
Q.—So that you would be away when 
the proxies were coming in? A.—Yes, 
I can go a little further; arrange- 
ments had been made whereby the 
proxies were being sent out and no- 
tices calling the annual meeting, and 
I was ignored entirely, my name was 
not allowed on there and in no way 
was my name associated with the com- 
pany. I can go further and say that 
while I was away on leave of absence 
I had practically arranged for an or- 
der of letter heads from Rolph Clarke 
& Co., and while I was sick the agent 
for Rolph Clarke & Co. came into 
the office and Mr. Crawford gave him 
the order for paper and directed that 
my name be taken off and not to be 
printed on the letter heads, but his 
own name did appear. I was the Man- 
aging Director of the Company and 
away on leave of absence; why should 
my name be taken off the paper if it 
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was not for some other purpose? If 
it was not to get control? 

Q.—Did the proxies go out in that 
way with your name off them? A.— 
No, they did not. 

Q.—Why? A.—I came down to the 
office and found out they were send- 
ing those proxies out and I objected 
to them being sent out. We had some 
words. 

Q.—Who had? A.--Mr. Crawford and 
myself. I said, if those proxies are go- 
ing out I will issue a writ and stop 
them, and I would have done so, and 
then Mr. Crawford consented that I 
might send them out if I would pay 
the expense of printing them myself. 
They were not printed. They were run 
off on the typewriter. So I took the 
old form we had used in other years 
and got them printed with my name 
on as Managing Director and sent 
them out in the usual way. 


Q.—You have not said yet why all 
that was done, from your standpoint? 
A.—It was done simply to get rid of 
me, 

Q.—From your point of view why 
were you doing that, just to keep 
yourself there? A.—Certainly, I did 
not want those proxies to come in 
and anybody else have them. 


Q.—You did not want any resolu- 
tion at the meeting passed condemning 
your remaining there as Manager? A. 
—No, I didn’t want anything of that, 
it was not the intention of the Board 
that it should be that way. The Board 
did not intend to dispense with me. 
There was no feeling of that kind 
except in Mr. Crawford’s own mind, 
he is the only man that has that feel- 
ing. 

Q.—Then you had the proxies print- 
ed and sent out? A.—I took the old 
form that we used a year ago, but we 
printed the notice setting out what 
the meeting was called for; notice of 
the annual meeting. 

Q.—And that notice had your name 
on as Manager? A.—Yes, printed on. 

Q.—Printed at the bottom? A.— 
Yes. 

Q.—As being a notice from you as 
Manager? A.—Certainly. 

Q.—How was the other notice that 
was being typed and sent out? A.— 


. My name did not appear on it in any 


shape: it was either Mr. Crawford or 
Mr. Ward, the Acting Manager, and 
I was taken out of it altogether. 

Q.—You are described in the min- 
utes as the late Manager? A.—Yes, 
I was the late Manager then. 
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Q.—I thought when I came to that 
that you were some different Mr. 
Spence? A.—No, I was dead for a 
time. ; 

Q.—But you came up all right at the 
Annual Meeting? A.—Yes, 1 came up 
again. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 P.M. July 10th, 1906. 


Examination of Mr. Spence con- 
tinued: 


MR. TILLEY: You remember that 
any expense incurred by reason of 
your illness was to be deducted from 
your salary? A.—Yes. 


Q.—And by reason of the increased 
work that some of the staff had put 
on them they were given some allow- 
ances amounting to how much? A. 
— $75. 

Q.—And at the meeting when that 
was authorized to be paid Mr. Craw- 
ford pointed out that that should be 
deducted from your salary? A.—Yes. 

Q.—And that was entered in the 
minutes? A.—Yes. 

Q.—And the meeting closed with 
that? A.—That is not correct. 

Q.—It was in the minutes? A.—I 
know, but it should not be there. I 
was present at that meeting and 
while Mr. Crawford claims that that 
resolution was passed I do not be- 
lieve it ever was, to my knowledge 
it was not put and voted on, it was 
not a resolution; it was spoken of at 
that meeting by Mr Crawford that 
such should be but it was not a re- 
solution it was not concurred in by 
the other directors; that should not 
have been in those minutes, that is 
my view of the matter. 

Q.—Before leaving the other sub- 
ject did you during your leave of ab- 
sence return to the office? A.—Yes. 

Q.—Were you there much? A.— 
No, when I was able to come down to 
the office. I came down because my— 

Q.—Were you in Guelph all the 
time? A.—No, in Toronto. 

Q.—So that you would come down 
to the office once a week? A.—No, 
there were times when T felt able to 
come down that I came down to the 
office, hut I took no part in the work 
or anvthing like that. 

Q.—How long did your illness last? 
A.—I was sick until the last day of 
November. 
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Q.—When did you leave the office? 
A.—On the 10th October. 


Q.—And this special resolution I re- 
ferred to was passed on the 2Ist, so 
that that was after you left? A.— 
Yes, after I had gone away, | was not 
at that meeting. 

Q.—Prior to the 10th October had 
you been ill during the year? A.—I 
had been ill all summer. 

Q.—lt was not a_ sudden illness? 
A.—No, I had been ill for two years 
and was under the care of two spec- 
ialists here in Toronto. 


Q.—And you thought the best way 
to do was to rest for a time? A.— 
Yes. 

Q.—Apparently on the 10th October, 
1905? A.—That was the meeting I 
was at. 

Q.—This - resolution was _ passed, 
That W. R. Ward, Cashier of the 
company, be placed in charge of the 
office to act as Manager pro tem with 
power to sign documents as business 
of the company may require?’? A.— 
aya is right. . 

.—That J. M. Spence be pra 
three months’ leave Po ih ae Hi 
this date? A.—Yes. 


_Q.—Following that that any addi- 
tional expense for assistance required 
to conduct the work of the company 
be paid for out of Mr. Spence’s sal- 
ary? A.—That was not put nor car- 
ried at the meeting. 
JUDGE MacTAVISH: 

at that meeting? A.—Yes. 


MR. TILLEY: This is the meeting 
of the 10th October and it does not 
contain a list of the names of the per- 
sons present, and your name is not 
mentioned here? A.—Yes, here it is. 
_ Q.—You were present at the meet- 
ing of 10th October? A.—Yes sir. 


Q.—Apparently the mover’s name 
is given, Mr. Bissell, and the seconder, 
Dr. Groves? A.—Yes. 

Q.—It is written by the regular 
clerk ? A.—By the typewriter, but 
these minutes are always revised be- 
fore being put into the minute book, 


You were 


lookéd over— 


Q.—And then these minutes— A. 
—There was nobody at that meeting— 

Q.—Were read and confirmed at the 
next meeting, but you were not pre- 
sent? A.—At the meeting of the 10th 
October there was nobody taking the 
minutes of the meeting. 

Q.—But Mr. Crawford was there, 
Mr. Bissell and Mr. Groves and ap- 
parently they read and confirmed the 
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minutes of the previous meeting? A. 
—Yes, that is right. 

Q.—I notice afterwards you had a 
resolution passed altering that? A. 
—Yes, when I came back I was not 
going to stand for any $75 being 
taken out of my salary, but if they 
wanted it it was a free gift, I would 
not have taken it that way, I told 
the directors that and they returned 
the money to me. 

Q.—At page 161 this resolution is 
entered up, ‘‘Dr. Groves moving it 
and Dr. Dowe seconding it, and at 
the previous meeting I think Dr. 
Groves was entered as the seconder 
of the resolution to take it out of 
your salary? A.—yYes 


Q.—Now we have this resolution 
that J. M. Spence is entitled to and 
we now direct that the balance of sal- 
ary for the month of December, 1905, 
be paid to him without any reduc- 
tion? A.—That: is right. 

Q.—At the same time a meeting 
which was held on the 7th March, 
1906, after the annual meeting of this 
year, this resolution was passed, ‘‘That 
Mr. J. M. Spence, President and 
Managing Director, having arranged 
to accept,’ etc. (Reads resolution)? 
A.—That is correct. — 


Q.—That is a reduction of $500 from 
what you were entitled to during that 
year? A.—I was. taking the Presi- 
dent’s position and my own at a sav- 
ing of $900 a year to the company, 
that was the arrangement; I wished 
to save them every cent I could in 
that direction, and I felt I could man- 
age to live on $2,500 in Guelph, and 
perhaps if we cannot manage to pay 
$2,500 another year we will pay less. 
It is not a matter of salary with me, 
it is a matter of getting the company 
on its feet. 

Q.—So that your salary of $2,500 
would be from the first March when 
the old one expired? A.—This year. 

Q.—You got $3,000 up to the first 
March? A.—For the last year. 

Q.—$2,750 for the year before? A. 
—That is right. There is another 
part there that perhaps does not ap- 
pear. When that contract of mine 
was made with the company five years 
ago there was no mention made nor 
no allowance given me for expense 
incurred in connection with the work- 
ing for the company, not one cent, all 
of that was paid’ by myself, and the 
time I spent here in Toronto at the 
office preparing books, forms and 
other things there was nothing allow- 
ed for that, and the intention was that 
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the contract should date from the first 
of the year. 

Q.—That is a five year contract? 
A.—Yes, but when it was put through 
from the first March I spoke then 
to Mr. St. John and I had a talk 
with Dr.-Groves, and the understand- 
ing that I had with them was that we 
would allow it to go on, but have the 
increase at the beginning of each year, 
just call that a year only pay for 
the ten months, and then have the in- 
crease; so that we did that until De- 
cember of !ast year. While I was sick 
last year the only thing I can find 
out that extra work was done was Mr. 
Crawford and Ward, his assistant in 
the office, and the solicitor of the com- 
pany, Mr. Montgomery, they had been 
to the office several nights looking 
over the records of the company to see 
if they could find anything against 
me, and they had found ont where 
this increase had taken place in the 
amount of the salary on the first of 
the year, as I have explained to you 
now, and then Mr. Crawford made a 
desperate kick abont this, the result 
of it was I paid the difference back 
to the company and held the contract 
good till the first March, whereas it 
would have terminated: on the 3lst 
December, and for this work of hnnt- 
ing up my record they charged me 
$75. If it was $75 that had been 
paid and I believed had been paid in 
the interests of the company I wonld 
have had no objection to paving it 
ont of my salary, but when the $75 
was taken ont of me to trv to find ont 
something ahout me TI did not feel I 
was justified in doing that: if the com- 
pany wanted to get anything abont 
me let them pay for it or anvhody 
else, and that is the reason I would 
not stand for the $75. 

Q.—Thot is the renson for repndiat- 


ing the $75? A.—Yes. 


O.—Yon claim it was not for the 
$75 but it was for the principle? A. 
—Yes, and used it for the purpose 
of trying to find ont something against 
me which they ‘did not find. 

Q.—You have not renewed the con- 
tract for another period of five years 
at that rate of $2,500? A:—No, just 
a yearly contract. 

Q.—Yon have no arrangement or 
agreement? A.—None whatever. 

Q.—That is not shown in these min- 
utes? A.—None whatever; the min- 
utes show everything, and at the end 
of the vear if we can-afford to pay 
me $2,500 for next year or an in- 
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crease all right, and if we cannot I 
will have to take a decrease. 
Q.—You will be the judge of that? 


A.—No, I do not think I will, I will 


leave that to the position the com- 
pany is in. 

Q.—Of necessity you would be the 
judge of that? A.—I think I would 
be in a position to judge, I would be 
fair to the company, I had it in my 
hands to increase my salary this year 
and did not think the company could 
stand it. 

Q.—I suppose there is no doubt you 
had complete control of the company 
at the annual meeting this year? A. 
—Yes. 

Q.—You elected whatever Board of 
Directors you thought proper? A.—I 
could have done that but I have never 
taken that position. 

Q.—You could not have wanted any 
other persons than the ones you got? 
A —I want nobody better than the 
directors I have. 

Q.—Who are the persons that.at the 
‘present time form the Executive 
Committee? A.—Mr. Groves, Mr. Bis- 
sell and myself. 

Q.—Is Mr. Bissell the same man that 
is the auditor of the company? A.— 
He was auditor at the latter part of 
last year only. 

Q.—He was auditor at the same time 
he was director? A.—Yes, the latter 
part of last year. Mr. Spence resign- 
ed in July and Mr. Bissell was put 
on for the last half of the year along 
with Mr. Day. 

Q.—Did he resign? A.—We did not 
elect him again this year, we just 
elected two new auditors. 

Q.—That was a temporary shift? A. 
—Yes, to fill in the time. 

Q.—Not having a regular auditor 
ready to do the work? A.—We just 
put him in for six months. 

Q.—You would not agree to that? 
A.—I do not think a director should 
be an auditor. 

Q.—Is Mr. Dav connected with the 
company? A.—No. 

Q.—You have had, several changes 
with your auditors? A.—yYes. 

Q.—Is it the result of any disagree- 
ment between the auditor and your- 
selves? A.—No: the first auditor we 
had was Harry Vigeon. 


Q.—I am not going to ask you to go 
over the names: has any auditor at 
any time refused to certify to your 
accounts or objected to any transac- 
tion the company was carrying out? 
A.—No, Mr. Vigeon quit because he 
wanted more money, he was not get- 
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ting enough, but we felt it was all 
we could pay. 

Q.—Mr. Crawford explained the cir- 
cumstances this morning about the 
loan he got of $4,000 without any 
security other than the giving of his 
promissory note? A.—Yes. 


Q.—And he says that that was a 
proposition that to some extent at any 
rate originated from you? A.—No, 
Mr. Tilley, I was as innocent as the 
child unborn about that note until he 
came into the office. He came in and 
he said to me, “J. M., I am stuck; 
TI want $4,000.” I said, ‘‘Mr: Craw- 
ford, I have not 4,000 cents; if I had 
I would give it to you.”’ 

Q.—You were speaking of your per- 
sonal moneys? A.—yYes. He says, 
‘What about the funds of the com- 
pany?’ I says, ‘‘We have lots of 
money here.’’ He said, ‘‘Would not 
it be all right for me to draw out 
$4,000 and put my note in and pay 
interest ?’’ JI said, ‘I do not know, 
Mr. Crawford; I suppose there would 
be nothing wrong with it; you are 
good’ for itP’’, And ~he ‘said | **Yes:”” 
With that I called Ward into the of- 
fice and I asked him to write out the 
cheque, and the cheque is there. Ward 
came into the office and wrote out the 


cheque. 
Q.—On what date? A.—On the 12th 
May, 1902. 


Q.—And it was paid offP A.— 
On the 12th December; here is the 
cheque. 

Q.—Was anything said about inter- 
est at that time? A.—He said he 
would pay interest on it, but I could 
not swear what he said the interest 
would be. To tell you the honest truth 
I was not very much interested in the 
interest, I thought it was all right, 
and I thought I was doing him a good 
turn by letting him have the money. 
He was in the cattle business and he 
needed it and I did not think there 
was anything wrong about it. Now I 
take a different view; I would not do 
such a thing to-day, but there were 
two reasons why I did it then; one 
was that he was the President of the 
company and I was the Manager, and 
I did not think I dare refuse him; 
another was I wanted to help him. 
He had helped me in getting the loan 
from the bank the time we organized 
the company. 

Q.—Is it not almost idle to say he 
was President and you were under his 
influence when you had the position 
that you had there with regard to vot- 
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ing power? A.—That may all be, but 
I could not quarrel with my Presi- 
dent. 

Q.—Yes you could? A.—I do not 
think so. 

MR. KENT: You did afterwards? 
A.—I did it when I had to. 

MR. TILL?Y: Q.—Would not you 
quarrel with him to protect the funds 
of the company from a draft of $4,000 
when you would quarrel with him to 
maintain your own position? A.—If 
it were now I would; I did not think 
I was doing anything wrong then. 

Q.—Why notp A.—I thought he was 
good for it. 

Q.—You were perfectly aware that 
this was not a proper transaction? 
A.—I was aware that it was an in- 
vestment that we were not authorized 
to make, I will agree with you on 
that. 


Q.—This was not an investment at 


all? A.—I am quite aware of that, 
but I had no doubt at all about Mr, 
Crawford being perfectly good. 

Q.—That is no justification? A.—I 
know it is not, I know it was wrong, 
that is all there is to be said about it; 
I cannot help it; it is done. 

Q.—This was wrong? <A.—Yes. 

Q.—You knew that at that time? 
A.—Yes. 

Q.—You were in a position then, if 
any Manager ever was in a position, 
to say to your President, ‘‘No, you 
cannot have that money’’? A.—I do 
not think I could have done that. 

Q.—Why not, without jeopardizing 
your own position? A.—It would 
simply have meant we would have 
separated. 

Q.—Would not it be well sometimes 
to take a stand against a transaction 
of that kind even if -it meant your 
separating? A.—Perhaps it would 
have been better if I had done it. 

Q.—You would have only separated 
till the next annual meeting with the 
proxies you had? A.—That may be; 
if IT had to do it to-day I would not 
do it with any man, because I under- 
stand the position more thoroughly ; 
T. did not think at that time that 
there was anything particularly wrong 
about it. 

Q.—I see the cheque is made on the 
Central Life Insurance Company’s 
ordinary form? A.—Yes. 

Q.—And payable to Thuimus Craw- 
ford direct for $4,000, and it is signed 
by Thomas Crawford, President, and 


J. M. Spence, Managing Director, and 


it is addressed to the Imperial Bank 
of Canada, and while it is dated May 
12th, 1902. it appears to have got into 
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the Dominion Bank on May 10th, 
1902—do you know how that wasP A. 
—I could not tell you; perhaps it 
might have been on Saturday it was 
written, and it was given to him and 
not entered up in the books till Mon- 
day; I cannot say about that; I do 
not remember of that, whether it was 
dated ahead or not. 

Q.—Have you your bank book to 
show me the state of your account at 
that time? A.—Yes. 

MR. KENT: Was it accepted by the 
bank before it was drawn? 

MR. TILLEY: It was stamped with 
the Dominion Bank stamp on May 
10th, 1902, while it is dated May 12th, 
1902. 

MR. KENT: Dated ahead? 

MR. TILLEY: Yes. 

WITNESS: Here it is in the bank 
book, but there is no date as to when 
the cheque was paid. 

MR. TILLEY: At the end of the 
month you should have a balance of 
$806? A.—Yes. 

Q.—How much money had you there 
at the time the cheque was issued? 
A.—Over $4,000. 

Q.—There was a deposit made on 
the 10th of $534.38? A.—Yes, and 
there was over $4,000 in the bank. 

Q.—Here is some off? A.—But these 
were all small items. 

Q.—Did you suppose when you were 
giving him the cheque, without that 
deposit for $534.30 on the 10th you 
would not have had enough money 
there? A.—I do not know, I never 
looked at it in that way. 

Q.—Do you suppose you were giving 
a cheque adead with the intention of 
making a deposit ahead before it was 
used? A.—I do not think so, that 
never occurred to me. 

Q.—You issued a cheque for $4,000 
believeing you had the funds there? 
A.—Yes, and we had too. 

Q.—You have from time to time 
I suppose overdrawn your account? 
A.—I do not think we have ever over- 
drawn our account until, well, the 
last year, we discounted a note to 
keep our account good for $1,400. 

Q.—In the year 1905? A.—Yes. 

Q.—In 1902 had you never discount- 
ed any notes? A.—I do not remember 
of any, we might have, but I do not 
remember of any. 

Q.—Have you got your book here 
that would show it? A.—That is it 
here. 

Q.—Have you not your book that 
shows your bills payable or some 
thing? A.—No, we have bills receiv- 
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able here for all notes given, but 
there was nothing of that kind. 

Q.—There was nothing of that kind 
until 1905?  A.—The first note dis- 
counted in the bank was my own 
given to the company. 

Q.—That is the $15,000 one? A.— 
No, for the $1,400. 

' Q.—In the stock? A.—Yes. 

Q.—That is in respect of the 104 
shares? A.—Yes, that is the first 
note that was ever discounted. 

Q.—Have you ever made any loans 
Baa kind to Mr. Crawford? A. 
—No. 

Q.—Nor any other director? A. 
—There has never been a loan made 
by the company to anybody. 

Q.—How was the rate of interest 
fixed? A.—He came in and asked 
what it would be, and I said in round 
figures how would $100 suit you, and 
he said all right, and that is the way 
it went off. 

Q.—That was quickly arranged? 
A.—Yes. 

Q.—That was about 44 per cent.? 
A.—About. that. 

Q.—Was that a proper rate? A. 
—We were getting three in the bank 
for it, so that we held our own. 

Q.—Is that the view you take of 
it, so long as you get the bank inter- 
est it is all right? A.—No, not by 
any means, but it was the view we 
took at that time. 

Q.—At that time you and Mr. 
Crawford were friendly? A.—Yes, 
very. 

Q@.—You got to think a good deal 
of each other? <A.—I did, I thought 
he was the whitest man in this coun- 
try. 

Q.—Later on the feeling was not 
quite so cordial between you? A.— 
Not when he tried to come between 
me and my position I began to change 
my mind. 

Q.—As soon ag the president thought 
there might be an improvement in 
the Managerial end that caused 
trouble? A.—Yes. 

Q.—And then he ceased to be quite 
the nice man he was before? A.— 
Yes, he was not just as good then. 

Q.—He could not have got $4,000 
then? A.—wNo sir. 

Q.—Have you ever had any finan- 
cial transactions with the company? 
A.—I say no; there was one transac- 
tion with the company that I was in- 
terested in for a few days, and I will 
tell you what that was; in January 
1903 I was selling some property in 
the County of Wellington to a Mr. 
McClelland of this city. and there was 
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a mix-up between Mr. McClelland and 
Mrs. Brock upon— 

Q.—Never mind about the addrass? 
A.—And myself, and there had been 
$2,000 paid on this property I got 
on Markham Street— 


Q.—You paid what? A»—vaid 
cash. . 
Q:—How do you mean? <A.—Paid 


on it from the property in Weilinz- 
ton County, and there was $2,15') for 
me to get here out of the way, and 
I wanted to put a mortgage cn the 
place for $2,500. I spoke to Mr. St. 
John about it; he was my soliciscr; 
and he said he would work it for me, 
and the first impression was we would 


‘put the mortgage in the Central Life 


for the $2,500 on the property. 

Q.—That is to say on property that 
you were buying? A.—$4,150, was 
paying cash for it. 

Q.—And the plan was to take a 
mortgage of $2,500 in favor of your 
company? A.—Yes. 

Q.—From you to the company? A. 
—Yes; so that the amount necessary 
to clear off the mortgage until the 
papers would be drawn up was ad- 
vanced to Mr. St. John by the com- 
pany. 

Q.—The company went that far to- 
wards carrying out that transaction? 
A.—Yes. 


Q.—Where is that cheque? <A.— 
I will show you that here. 

Q.—Who signed that. cheque?’ A. 
—Mr. Crawford and myself. Here 
it is (in the cash book). On Janu- 
ary 17th, Sundries $2,150, cheque 
number 658, and this cheque was made 
payable to Mr. St. John, and Mr. St. 
John got the money and took the 
deed, and then I felt it was not a 
good thing for me to be interested 
in my own company in borrowing 
money, and I borrowed the money from 
the Continental Life and turned it 
back to St. John, and he paid it back 
to the company. 

Q.—You got the money from the 
Continental Life and paid Mr. St. 
John, and: Mr. St. John paid it into 
the company? A.—Yes. 

Q.—That is one that was paid in 
two instalments? A.—Yes, $1,500 
and $600. 

Q.—Do you know why it was paid 
in two instalments? A.—There was 
money due to me from the Canada 
Permanent Loan & Savings Company, 
and I got part of that and then I 
paid him the balance of the other. 

Q.—There is a species of good-fel- 
lowship between the different insur- 
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ance companies, is not there, with re- 
gard to little loans? A.—Yes. 

Q.—Not much trouble in getting 
any reasonable loan from any other 
insurance company? A.—None what- 
ever, it is only a matter of just a few 
days. 

Q.—Have you ever given any loans 
to the Continental? A.—No, I give 
them our re-insurance. 

Q.—That is all? A.—And I am 
very friendly with the Manager. 

Q.—But you have never loaned any 
officer of the company any money? 
A.—No, and outside of that transac- 
tion, those two transactions, there 
never was a dollar of the company’s 
money out for a minute, so to speak, 
to anybody in the matter of loans; 
that was not a loan either. 


Q.—That was a temporary matter, 


it was getting close to the position 
of a loan? A.—Yes, but the inten- 
tion was Mr. St. John was going to 
put it through as a mortgage and I 
did not want to have a mortgage in 
my company. . 

Q.—Was it your idea that stopped 
it going though in that way? A.— 
Yes; I did not want to borrow the 
money from my own company. 

Q.—Did you not get another loan 
of a couple of hundred dollars, a small 
amount in 1903? A.—No, that would 
be perhaps advance of salary. 

Q.—What do you mean? A.—Per- 
haps for a month ahead. 

Q.—Was it not paid backP A.— 
Yes. 

Q.—When? A.—I could not tell you 
that. 

Q.—When you speak of an advance 
that would hardly mean money that 
would be paid back, an advance would 
be something that would be paid to 
you just a little before it was due? 
A.—That is what it was. 

Q.—You paid it back in December ? 
A.—At that time there was some stock 
transaction going on, and during my 
illness we needed all the money tlfat 


was coming to me by way of salary. | 


Q.—That is 1903? A.—I thought it 
was 1905. 

Q.—There is another one in 1905? 
A.—There was no loan, there might 
have been an advance at that time. 

Q.—You paid it back; what do you 
mean by an advance? A.—It would 
be an advance against my salary. I 
did not know it had been paid back. 

Q.—In 1904 do you say there was 
another similar transaction? A.—WNo, 
there were some stocks that had not 
been paid for at that time; I paid 
those off at the end of 1905. 
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Q.—Have you told me now about 
every transaction whereby the com- 
pany’s moneys or funds had been used 
in any way for the benefit of the di- 
rectors or shareholders? A.—yYes. 


Q.—Other than loans on policies, 
that is a different matter entirely? 
A.—Yes, there has been no money 
at any time loaned except what you 
know of now. 

Q.—Did you understand that the 
Ontario Superintendent of Insurance 
refused to accept the Provincial 
Building & Loan Debentures? A.—I 
know all about it. The time we got 
our license from the Ontario Govern- 
ment Mr. Crawford and Mr. St. John 
both suggested that we would take 
Provincial Building & Loan Deben- 
tures. 

Q.—They were both directors? A. 
—Mr. Crawford was the President 
and Mr. St. John was the solicitor 
of that company, and they both were 
anxious we would take— Mr. Craw- 
ford particularly—thet we would take 
those 25,000 Provincial Building & 
Loan Debentures. Mr. St. John and 
I went up, and I think Mr, Crawford 
and I first went up to see Hon. Mr. 
Gibson, and the Hon. Mr. Gibson in 
his own room stated to Mr. Craw- 
ford in my presence— 

Q.—He said it to you, too? A.— 
To both of us, it was Mr. Crawford 
doing the talking. He said ‘‘Those 
are securities that trustees cannot in- 
vest in, and I cannot accept them.”’ 
Then Mr, St. John went back to see 
about it and he still refused. Him 
refusing to accept those 

Q.—Was there apparently a particu- 
lar desire that those particular de- 
bentures should be taken as to de- 
posit? A.—On Mr. Crawford’s part, 
yes. 

Q.—Why? A.—Because he was in- 


_ terested in the Provincial Building & 


Loan. 

Q.—Was there on your part? A.— 
No sir. 

Q.—Did you object? A.—wNo sir. 

Q.—Why? A.—It did not concern 
me personally, we would get 5 per 
cent. out of it. 

Q.—You were a consenting party 
to it? A.—Yes; I would be a con- 
senting party if they were acceptable 
to the Government, and if they were 
not acceptable, then of course I drop- 
ped it. 

Q.—Every person had to drop it 
then?» A.— Yes. 
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Q.—Subsequently $5,000 of the de- 
bentures of that company were pur- 
chased? A.—Yes. 

Q.—What position did you take 
then? A.—Mr. Crawford spoke to 
me about those, we had some money; 
he said we had better take them, and 
there was one lot for ten years 

Q.—Mr. Crawford thinks probably 
the Managers of the two companies 
brought that about? A.—That is all 
nonsense; the manager of the other 
company did not appear in the trans- 
action until he got the money. Mr. 
Crawford was President of the Pro- 
vincial Building & Loan, and he ad- 
vised me to take them, and we took 
them. 

Q.—When did you get rid of those 
Provincial Building & Loan Company 
debentures? A.—Last April, a year 
ago last April. 

Q.—What were you doing in April? 
A.—We were arranging for our de- 
posit with the Dominion Govermn- 
ment, 

Q.—Why did you not use those 
debentures to deposit down in Otta- 
wa? A.—They had only a few years 
to run, and I wanted securities that 
would be better. 

Q.—Did you think the Insurance 
Department at Ottawa would take 
them ? A.—I never considered the 
question, I had already negotiated 
with Mr. Brent to take them at $5,000, 
- I thought I was well rid of the deben- 

tures when I got $5,000 for them, and 
that was the deal. 

Q.—You were just quiescent when 
ae debentures were bought? A.— 

es. i 

Q.—You did not say Nay or Yea? 
A.—I did not know very much about 
them, 

Q.—Do you regard the debentures 
of a company holding terminating 
stock largely as being a proper invest- 
ment? A.—I would not invest in it 
now. 

Q.—Nor the company’s money? A. 
—No, and I would not put the com- 
pany’s money into anything I would 
not put my own money into. 

Q.—With present knowledge you 
think that would not be very prudent? 
A.—No, I do not think it is a good 
kind of security for an insurance com- 
pany. 

Q.—Do you mean any debentures of 
any loan company should not be taken 
as security? A.—I do not know very 
much about that, I think that we have 
any amount of securities we can get, 
municipal debentures and that kind 
of thing that is better. 
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Q.—That explaims all your connec- 
tion at any rate with the purchase of 
those debentures? A.—Yes. 

Q.—What routine was observed in 
putting your transaction through such 
as that with your Board? A.—Mr. 
Crawford and I always did this work 
ourselves, and then we acquainted the 
Board with it when they came to- 
gether, generally verbally. 

Q.—There is no minute about it? 
A.—Generally verbally, I think it was 
always verbal. 

Q.—Did you acquaint the Board 
with the Provincial Building & Loan 
purchase? A.—Yes sir. 

Q.—With the $4,000 loaned to Mr. 
Crawford? A.—No, there was noth- 
ing mentioned to the directors about 
that till afterwards, after it had been 
paid off, I told them personally of it 
afterwards. 

Q.—For the seven months the loan 
was outstanding they did not know 
about itP A.—No. 

Q.—Would they have approved of 
it? A.—Their respect for Mr. Craw- 
ford would have been such that they 
would not have said anything, and if 
he had kept the whole $4,000 they 
would have said nothing. 

Q.—That is not quite accurate? A. . 
—I do not think they would have made 
much of a kick. 

Q.—You are referring now— A.— 
That was just their feeling towards 
him, they all had every confidence in 
him. 

Q.—That probably indicates they 
would not have much reason to make 
any complaint in their opinion? A.— 
We did not at that time think we had. 

Q:—At any rate it was not thought 
advisable to let them know about the 
$4,000 loan? A.—It had never been 
thought of. 

Q.—Not by you or Mr. Crawford? 
A.—Not by me. 

Q.—It would have been rather sur- 
prising to either of you to have found 
out the other told the directors? A.— 
Nothing of the kind, it was above 
board ; I do not think anybody thought 
of it in that way. 

Q.—Because one wonders that a 
transaction such as that going through 
in view of Dr. Groves’ speech at the 
annual meeting where he says every 
security and transaction is scrutinized, 
and if any director at all suggests it 
would be improper it is dropped? A. 
—Our directors were all largely out- 
side the city and we did not see them 
very often. 
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_Q.—I suppose you would be respon- 
sible for that speech, would you not, 
made in seconding the annual report? 
att suppose I would be a party to 
It: ; 

Q.—You would write it up? A.—I 
don’t know about that, I guess prob- 
ably I would have something to do 
with it. 

Q.—It all read as if you were con- 
cerned in it being prepared? A.— 
Yes. 

MR. KENT: It resembles the pro- 
spectus to a considerable extent? A. 
—TI think that necessarily follows in 
all companies. 

MR. TILLEY: In all companies 
where they have to get changes made 


in order to reduce the number of share- - 


holders that must attend in order to 
make it a proper meeting—you had to 
do that? A.—Yes, we always had con- 
siderable trouble getting enough there 
to make a meeting. 

Q.—What was the number? A.— 
Fifteen, but that is accounted for from 
the fact that our stock was sold to 
outside parties largely. 

Q.—Not to local people? A.—No, 
not much here. 

Q.—You have had a lot of transac- 
tions in the capital stock of the com- 
A.—Yes.: 

Q.—Without taking up any par- 
ticular transaction tell me in a general 
way how it was that these transac- 
tions passed through your name? A. 
—When I got into trouble with Mr. 
Crawford here I felt that I was com- 
pelled to buy Mr. Crawford’s stock. 
I bought his stock. I bought Mr. St. 
John’s, and I bought several lots, in 
fact I bought all that was friendly to 
Mr. Crawford. Some of them I paid 
more than they paid for it and some 
less. Then the other transactions out- 
side of that, a number of those I got 
when the call was made on the stock, 
some parties could not pay it up, in 
those cases where they could not pay 
up and would not pay and came to me 
to buy I bought as long as I had any 
money to buy with. 

Q.—In connection with any of those 
purchases did you at any time use 
the company’s funds? A.—Not a cent. 

Q.—Did you borrow from any person 
else who -was in the company? <A.— 
Nobody in the company; I borrowed 
from my own people. [ 

Q.—To finance these transactions? 
A.—Yes. : : 
~Q.—Does the stock you acquired di- 
vide itself into two classes, first the 
stock of Mr. Crawford and his associ- 
ates or friends? A.—No, that was 
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all put together; it is all in one class ; 
there is no division. 

Q.—But I mean to say in the reason 
that prompted you to take it were 
there two classes, first to get the stock 
of Mr. Crawford, and his friends into 
your own name? A.—Yes. 

Q.—And then the other that certain 
shareholders who could not pay the 5 
per cent. call took the stock off their 
hands—does that cover the reason? 
A.—That covers the whole thing. 

Q.—Taking the second lot of per- 
sons, that is shareholders who could 
not pay up the five per cent. call, I 
think you told me this morning that 
the five per cent. call was made in 
order to secure money to put up the 
Dominion deposit? A.—That is right. 

Q.—The Ontario deposit being how 
much? A.—$25,000. 

Q.—And the Dominion deposit? A. 
—Something over $50,000, it had to 
be $50,000 clear. 

Q.—And you did put up how much? 
A.—$54,000. 

Q.—And that is still standing at 
OttawaP A.—Yes. 

Q.—When did you decide to make 
that callP A.—We decided that about 
the beginning of 1905, that would be 
a year ago last January. 

Q.—That was at the annual meet- 
ing or about the time of the annual 
meeting? A.—We had it all ready 
for the annual meeting when the share- 
holders came together. 

Q.—Mr. Crawford mentioned that 
in te address to the shareholders? A. 
—Yes, - 

Q.—And that was the meeting when 
you changed the Board of Directors 
from seven to six? A.—Six to five. 

Q.—It was the previous two years 
that you changed it from seven to 
SIX. AY es. 

Q.—You elect your directors every 
second year? A.—Yes. 


Q.—So that the election of directors 
before that was at the end of 1902, 
or the beginning of 1903? A.—Yes. 


Q.—Was there any difference of 
opinion about taking out the Domin- 
ion license? A.—None whatever, it 
was unanimous. 

Q.—Had you decided then to move 
to Guelph? . A.—No. 

Q.—There is nothing in the minutes 
about moving to Guelph until this 
year? A.—Nothing occurred until this 
year. 

Q.—To what extent have the share- 
holders paid that call of 5 per cent? 
A.—I think there is something about 
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like, I could not say exactly, but six 
to ten, about that, that have not paid 
up yet, but they are all small amounts. 

Q.—You would buy the shares of any 
shareholder who wanted to sell? A.— 
If we had the money. 

Q.—If the company had the money ? 
A.—No, myself. 

Q.—When you say we? A.—I mean 
my own people; I have asked the other 
directors to buy stock and help them 
out too. 

Q.—What price did you pay for that 
stock? A.—Some of it I paid more 
than par and some less. 

Q.—You mean to return to the per- 
sons the money you paid inP A,— 
Yes. | 

Q.—Does that cover what they paid 
in by way of surplus? A.—No. The 
stock we hold in Mrs. Spence’s name 
represents the stock for which the 
company held notes and for which 
our home has been sold and the money 
gone into it, and that is temporarily 
in her name until I can sell it, and 
I have it now at such a price that I 
can sell that stock and clear ourselves 
at $15 per share. Originally $17.50 
was paid to the company, but I can 
sell it now for enough to clear us off 
at $15. 

Q.—If you did not pay any of the 
parties back the $2.50. $15 was the 
outside price you would pay? A.— 
I paid more than that, I bought some 
stock here in Toronto, 50 shares for 
$900, that was more than the $2.50, 

Q.—Whose stock was that? <A.— 
Mrs. Hart’s. 

Q.—The shareholders before that five 
per cent. call was made had paid in 
only $10? A.—That is all. 

Q.—And $2.50 on account of the 
surplus? A.—Yes. 

Q.—Whatever they paid of surplus 
has not been paid by you as surplus? 
A.—No, I have enough of it now that 
would stand me at the par. 

Q.—A call of five per cent. was 
made and you took up some of that? 
A.—No, there was none of this taken 
up by me at this time, it was after- 
wards, 

Q.—How soon did you commence 
taking it up, have you your stock ac- 
count here? A.—Yes. 

Q.—Let me see it? 
stock account). 

Q.—On page 147 there stands in 
your name 200 shares? A.—For $20,- 
000 of account of which $3,000 has 
been paid; that I wish to keep. 

4 aOR is $15 per share?) A.— 
es. 


A.—(Turns up 
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Q.—That $3,000, has that been paid 
in cash? A.—Yes sir. 

Q.—Let us see where this account 
comes from? A.—(Shows). 

Q.—You made your first subscrip- 
tion, did you on August 19th, 1900? 
A.—Yes, $20. 
* Q.—For twenty shares; January 
7th you took 80, the 19th you took 
209, was that with the intention of 
keeping it? A.—No, it was under- 
written for the time being. 

Q.—Why do you say underwritten? 
A.—It was taken by me as my stock 
until I could sell it again. 

Q.—Why did you do that? A.— 
We did it to have a better showing. 

Q.—That is to say you wanted to 
be in a position to say We have got 
subscriptions already for a certain 
amount of stock? A.—Yes. 

Q.—Did other directors do the 
same? A.—Yes. 

Q.—Not bona fide subscriptions? A. 
—No, just took for the time being to 
accommodate the company. 

Q.—To mislead the company? A. 
—No, we thought it would be the best 
thing for the company, for ourselves 
we did not take anything out of it, 
not anything. 

Q.—But the company sold its stock 
on the faith of the statement that 
a certain amount of stock was already 
subscribed, that was the object? A. 
—The object was not in connection 
with the stock, it was to get insur- 
ance, but the stock was subscribed— 

Q.—It was a matter of who you 
,would select to mislead? A.—There 
was no matter of misleading. 

Q.—It was not taken with the in- 
tention of paying for it? A.—It was 
not taken with the intention of keep- 
ing it. 

Q.—If you had not sold it you would 
have cancelled it? A.—I do not know 
about that. 

Q.—You did cancel some stocks, a 
good dealP A.—Yes, we cancelled a 
good deal from time to time. 

Q.—And cancelled it for no better 
reason than that? A.—A good deal 
of it should not have been cancelled 
atiall gin 

Q.—The parties could have paid and 
could have been forced to pay? A. 
—Yes. 

Q.—But for one reason or another 
they would make request to be let off 
the stock and you would cancel the 
stock? A.—We did that because we 
thought it would be better for the 
company than to have any trouble. 
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Q.—In this connection, the direc- 
tors if they had changed their minds 
would have cancelled that stock if 
they did not want to go on with that 
transaction? A.—I suppose they 
could have done that, if we did that 
we would have had to show the reduc- 
tion in the report; we did not want 
to do_ that. 

Q.—As early as October 1901 you 
had a lot of transactions through that 
month? A.—Yes, stock sold out. 

Q.—That would be taken from your 
account and transferred to others? 
A.—Yes, cancelled on our account 
and sold to others. 

Q.—Is that the way the transaction 
was put through here take on the 
first October M. D. Spence, 5 shares: 
‘‘Resolved that five shares standing 
in the name of J. M. Spence be can- 
celled, and that in substitution five 
shares be issued to some one else’’? 
A.—No, I will show you the way that 


was done. This is the application 
for stock. There is the position it 
would be in. There is an application 


from Walter L. Morris, for ten shares. 

Q.—An application to the company? 
'A.—Yes. 

Q.—For the company to allot to 
set applicant ten shares of stock? A. 
—Yes. 

Q.—That is not an application for 
your shares? A.—No, to the com- 
pany in the regular way; then that 
stock was held by J. J. Craig. 

Q.—Who is J.. J. Craig? A.—He 
is one of our directors. 

Q.—That is he had taken up some 
stock in the same way? A.—Yes, 
and he signs this giving us the au- 
thority to cancel his stock for that 
number of shares, the stock to his 
credit, and alloted to Morris, that is 
the way it was done. They would 
bring it before the directors— 

Q.—You had professedly a certain 
amount of stock already subscribed 
and then with new applications com- 
ing in for supposedly new stock to be 
issued in addition to that already sub- 
scribed you would cancel some of the 
old and give some shares in substitu- 
tion? A.—Yes. 

Q.—That is not the proper way to 
do business? A.—I believe it was. 
I see nothing wrong with it. Mr. 
St. John, our solicitor, advised us 
that was a proper course to take, and 
he drafted that document, and on his 
advice we did it. 

Q.—A request to the company: 
‘‘Wor value received I hereby request 
you to issue and allot ten shares of 
capital stock of the Central Life In- 
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surance Company of the shares sub- 
scribed for by me contained in the 
original stock list number 174 herein 
dated the 19th day of January 1901, 
of Walter L. Morris, in the City of 
Hamilton, in the County of Went- 
worth, and this shall be your fullest 
and absolute authority so to do. Wit- 
ness my hand and seal at Toronto, 
19th March, 1901’’—tell me how much 
stock was allotted to yourself and the 
other shareholders in that way? A. 
—About 200 shares. 

Q.—Is that accurate, I think that 
is about right. They are all the same, 
about 200 shares a piece. 

Q.—There were how many of you? 
A.—Seven at that time—no, it would 
not be that much. > 

Q.—How much would it be? A.— 
It would be in the neighborhood of 
$1,000 between the seven of us. 

Q.—About 1,000 shares? A.— 
About that. 

Q.—Did you let that fact be known 
that you had subscribed for the stock? 
A.—Yes, in any way it came up we 
never concealed it in any way. 

Q.—Did you issue any literature? 
A.—No, do not think we were called 
upon to do that. 

Q.—Was that stated in your pros- 
pectus to sell stock? A.—No. 

Q.—Or get policies? A.—No, we 
had not any prospectus at that time. 

Q.—Did you not say anything in 
your literature that you had subscrib- 
ed for it? A.—Latterly we «lid. 

Q.—But not originally? A.—Noa, 
there was nothing said about that at 
all. 

Q.—Did you do the selling of the 
stock at that time? A.—Yes. 

Q.—I suppose it is fair to say you 
would use that information? A\— 
That there was that much sold? 

Q:—Yes? ~~ A\——-No, I never did. 

Q.—Why did you do that if you 
did not make it known? A.—It was 
shown in our report to the Govern- 
ment, and that would be read by our 
opposition and everybody else, as a 
matter of getting business we had 
that much subscribed, but we wanted 


-to close our books at the end of the 


ear. 
: Q.—To get it into the Government 
returns? A.—The Ontario returns. 

Q.—Following that up during 1901 
when did you next subscribe for stock 
—here is a subscription July 1903, 
what is this that has been erased? A. 
—I do not know. 

Q.—You transferred over how many 
shares. let us have those? A.—That 
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is only ten shares, the last subscrip- 
tion was made— 

Q.—You will get them out of order 
by taking the last? A.—The next 
one after that 104 shares, I do not 
think it is shown up there. 

Q.—There was one before that, De- 
cember 31st, 1903, there was a_ sub- 
scription for how many shares? A. 
—16 shares. 

Q.—You subscribed for about 180 
shares I think at the end of 1903? A. 
—First January, 1904, I had that. 

Q.—366 shares, there was a subscrip- 
tion in 1903? A.—269 shares. 

Q.—You subscribed on the 3lst De- 
cember, 1903, for 269 shares? A.— 
Yes. 

Q.—Did the other shareholders sub- 
scribe? .A.—No, that was cleaning 
up. 


Q.—So that the other directors never: 


subscribed for anything except that 
original 200 or about? A.—No, their 
stock had been sold. 

Q.—You were the clearing house 
then? A.—Yes. 

Q.—Prior to that subscription for 
269 shares there was only 97 of your 
own left? A.—That is all. 

Q.—The rest had been cancelled and 
re-sold? A.—Yes. 

Q.—You took the 269 on the 31st 
December, 1903, ‘did you give your 
note for it? A.—No, nothing, it was 
just in my name. 


Q.—Did you make a return to the .- 


Government to show whether it was 
paid up or unpaid or partly paid?- 
A.—No, it was not paid. 

Q.—Did you show anything about 
that in the return? § /A:—I do not 
think so. 

Q.—You do not remember about 
that? A.—No. 

Q.—That was a return that would 
be made to the Ontario Government 
at any rateP A.—Yes. 

Q. —There was no note or anything 
else given for that? A.—No. 

Q.—In 1904 you were selling that 
stock out? A.—Yes. 

Q.—Then these transfers shown here 
would indicate the stock that you had 
sold and had it cancelled, and then 
other parties had taken it? A.—Yes. 

Q.—What is this entered in red ink, 
“February 22nd, Cancellation, see 
Executive Committee minute book, 
42°? A.—That would be where the 
three shares would be taken off and 
given to somebody else. 

Q.—Why was it not put through the 
same as the others? A.—It might 
have been. 
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Q.—It apparently was not from 
that? A.—No, that last stock I held 
was cancelled in the regular way, 
page 42. 

Q.—At page 42 of the Executive 
minute book there is a resolution of 
the 22nd February, 1904, that three 
shares of your capital stock subscrib- 
ed on the 31st December, 1903, be can- 
celled? A.—That is that 269 shares. 

Q.—And then the same amount of 
stock was allotted to other parties 
by this resolution? A.—Yes. 

Q.—I think that is the first resolu- 
tion of the kind in the books? A.— 
Yes. 

Q.—Why was that put there as a 
minute in that book, and all these 
previous transfers A.—The others 
would be put through as allotments, 
because there would be nothing at- 
tached to the application. 

Q.—Nothing attached to the appli- 
cation for this one? A.—Yes. 

Q.—Let us see? A.—What one is 
that? 

Q.—Take any one of them, Janu- 
ary 23rd and February 22nd, take 
those two? A.—Here is April, 1904, 

Q.—There was no consent, this 
would have to be cancelled by a reso- 
lution? A.—Yes, the others were con- 
sents. 

Q.—When these red ink entries ap- 
pear in the book we can understand 
that was put through by a minute in 
your minute book, whereas the black 
ink entries were put through by the 
consent of all parties as shown in 
this subscription book? A.—Yes. 

Q.—You go on with other transac- 
tions of that kind, cancellation of 66 
and others mentioned here? A.— 
Yes. 

Q.—And that left you 24 shares 
October 26th? A.—Yes. 


Q.—And then by cash $40? A.— 
That would be four shares. 

Q.—You had already paid for 20, 
and now you pay for four? A.— 
Yes. 

Q.—So that those 24 were put by 
payment of ten per cent. call as 
though they were your own, with a 
proper amount paid? A.—Yes. 

Q.—You got a transfer from J. A. 
Johnston, ten shares? A.—Yes. That 
man had $1,000, ten shares in the 
company; he was dissatisfied, he want- 
ed to get rid of that, and I traded 
him an endowment policy for, it, I 
paid the premium until the $125 was 
eaten up in premiums for the stock, 
gave him $125 for the stock, and he 
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took insurance for it, twenty year 
endowment. . 

Q.—Who paid for that stock? A. 
—Mr. Johnston paid for the stock. 

Q.—Originally ? A.—Yes, I paid 
Johnston’s premiums personally for 
that, that was the transaction. 

Q.—How did you get the endow- 
ee policy? A.—It was on his own 
ife. 

Q.—You paid the premuim to the 
company? A.—Yes, and he gave me 
the stock and I took that, the $125. 

Q.—That is to say you paid the pre- 
mium after deducting of course the 
agent’s commission? A.—I do not re- 
member whether there was any com- 
mission deducted or not. I never 
took a commission on the premiums 
in my life. 

Q.—You are not sure of this one? 
A.—I do not remember about that 
one, I might have taken that one; 
in the ordinary way of writing up a 
man’s insurance I never take a cent 
of commission. 

Q.—Nor got a rebate or allowance? 
A.—No, only on my own. 

Q.—Then you have other transfers 
from Peters, a similar case? A.—Yes. 

Q.—An endowment policy there? A. 
—No, he was agent of the company, 
and he owed us some money; I took 
his stock, I paid off his indebtedness. 


Q.—On December 31st yo have a 
subscription for 104 shares? A.—Yes. 


Q.—That subscription at the end 
of 1904 was made, I suppose, for the 
same reason at the end of 1903? A. 
—No, it was not, we were cleaned 
up at that time, we had not any stock 
now on our hands, all our’ stock wé 
had at that time was paid for ex- 
cept those 104 shares. 

Q.—That is to say on the 3lst De- 
cember, 1904, all the directors held 
just the stock for which they had 
paid the call? A.—That was all. 

Q.—There was no stock standing 
around waiting to be sold? A.—Not 
a share. John D. Campbell, of Hav- 
ergal had taken 80 shares, and Rev. 
Father O’Reilly, of Oakville, had 
taken 20 shares which they had given 
their agreement to pay in December; 
both of these men, Father O’Reilly 
had been sick for a long time in St. 
Joseph’s Hospital, in Hamilton, and 
the other man had lost his wife; the 
result was we were asked to cancel 
the stock, that made 100 shares, that 
left us 104 shares after we cancelled 
the hundred, and I suggested to the 
Board I would take that 104 shares, 
and I gave my note, and that note 
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was taken and discounted in the bank; 
that was the first note we discounted. 

Q.—You took 104 shares, which, I 
think, brought your subscribed stock 
up to $500,000? <A.—Yes. 

Q.—It completed the 5,000 shares 
you were then out to allot? A.—Yes. 

Q.—Was there any understanding 
when you took that 104 shares as to 
the terms on which you were to hold 
it and your liability? A.—There was 
the understanding with the Board that 
I was to take that stock and keep it 
until it was sold, and when sold the 
money would be paid into the com- 
pany. 

Q.—It was not intended that your 
note should ever be collected? A.— 
No, not from me, although the note 
was discounted in the bank, and the 
company got the benefit of it. 

Q.—As between the bank and your- 
self you would be liable to the com- 
pany? A.—Yes. 

Q.—But as between you and the 
company? A.—It was not intended 
I should ever pay that money. 

Q.—Did all the directors know that? 
A.—Yes. 

Q.—Is that stated in the _ resolu- 
tion? A.—Yes; it is not stated in the 
resolution at the time 

Q.—December 31st, 1904, at page 
51 of the Executive minute book it 
was moved by Mr. St. John, seconded 
and carried, That the application of 
J. M. Spence, dated at Toronto, 31st 
December, 1904, for 104 shares of the 
capital stock of the Central Life In- 
surance Company, be approyed, the 
said stock to be allotted and placed 
to Mr. Spence’s credit on the books 
of the company’’—there is not a word 
there you were not to be liable for 
it? A.—No. 

Q.—Nor how you were to purport 
to pay for itP A.—No, but it was 
understood I would give my note for 
it and I did. 

Q.—In all your returns that stock 
would be treated as yours? A.—Yes. 

Q.—And partly paid for? A.—Yes, 
paid stock. 

Q.—That is paid to the extent that 
had been called? A.—Yes, Just the 
same as any other stock, and the com- 
pany held my paper for it. 

Q.—Do you regard the giving of a 
promissory note for stock as pay- 
ment? A.—I do not know that I do, 
but we did it, and we thought it was 
the best way we could do at the time. 

Q.—That is to say you decided to 
do it regardless of whether it is pro- 
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per or not? A.—No, we thought it 
would be all right at the time, we 
were advised by our solicitor it would 
be all right. 

Q.—I do not want to appear to be 
contradicting you, but do not run on 
and put it on the solicitor if the 
thing was never discussed at all, be- 
cause I do not know that it would 
be natural to think it would be dis- 
eussed? A.—I think I talked the 
matter over with them and explained 
to both these men at the Board meet- 
ing that I would take the 104 shares 
and give my note, and they could 
discount the note at the bank, and 
they agreed. 

Q.—It was understood it was not to 
be payment? A.—It was understood 
to be sold again, and when sold I 
would be relieved of that note. 

Q.—You never discussed any more 
than that with the solicitor or any 
person else? A.—No, nor with the 
Board 

Q.—That was the understanding 
with all the members of the Board? 
A.—Yes. 

Q.—That transaction is referred to 
in the minutes again, but this time 
in the minutes of the Board meeting 
at page 139, on the 15th January, 
1906, at that time the deck was clear, 


there was no dissenting directors ~ 


around then? <A.—WNo. 

Q.—And between December 31st, 
1904, and this date, 1906, there is 
nothing in these books that I find to 
show there was any understanding 
but that you should take that stock 
and own it? A.—Yes,-it was not re- 
ferred to at all. 

Q.—This resolution reads this way, 
‘Moved by Dr. Dow, seconded by 
Dr. Groves, That the 104 shares of 
extra stock taken by Mr. Spence in 
December, 1904, for which he gave 
two notes to the company covering the 
first and second calls and voucher 
for $130, these notes and vouchers be 
now cancelled and that stock still 
remains in Mr. Spence’s name, he hav- 
ing given his personal note covering 
the full amount for 104 shares at $17.- 
50 per share, total $),820 at three 
months, the understanding being that 
this stock will be sold if possible be- 
fore the maturity of the notes’’—that 
is a resolution put through in this 
year? A.—Yes. 


Q.—And T cannot quite understand 
what the transaction involved there 
is, apparently you cancelled certain 
nytes and gave another note? <A.— 
At: the time I was sick, Mr. Crawford 
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gave my family to understand that 
they would be lable for those 104 
shares. 


Q.—Were not you liable for it? A. 
—I was by my note, but by the un- 
derstanding with the Board I was 
not liable, and it was intended that 
I would not be liable, or that that 
would not be held against me, but 
when I was sick as I have said my 
family were given to understand by 
Mr. Crawford that I was liable, that 
that would be taken out as against 
them out of my insurance, or in other 
words when he wag arranging to ad- 
just matters in connection with my 
estate this was a part that would be 
taken against my family. 

Q.—When he was arranging mat- 
ters against your estate, you were 
not that near dead? A.—I- was 
about it. 

Q.—I think that is a little far- 
fetched, to work in that little reflec- 
tion? A.—It may be, but that is 
the way I felt about it; I do not think 
he had a right to come to my home 
when I was sick and interfere with 
my family in that way. 

Q.—Mr. Crawford took the position 
that you were liable on those 104 
shares? A.—Yes, and made my fam- 
ily uncomfortable over it. 

Q.—There is nothing in the books 
shows anything to the contrary? A. 
—No, and I made up my mind that 
it would be in the books when I got 
back, that I would have no more of 
that kind of thing going on “any long- 


Q.—This does not put it any too 
plainly yet, does it? A.—It was 
plain enough to clear me. 

Q.—It says it is to be sold before 
the maturity of the notes? Ai] 
am quite willing to assume the lia- 
bility of it now. 

Q.—How do you mean? A.—I am 
quite willing to assume the liability 
for it. 

Q.—Now you have it in your wife’s 
name? A.—Yes. 

Q.—I suppose there is not much 
liability there in your wife’s name? 
A.—Yes, just as much as in mine and 
more. 

Q.—Then that 104 shares is referred 
to again at page 166 at a meeting of 
the Board held on April 30th, 1906, 
that is just a month or two ago? A. 
—Yes. 

Q.—Moved by T. E. Bissell, second- 
ed by Dr. J. Dow, ‘‘That 104 shares 
of the capital stock of the Central 
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Life Insurance Company of Canada, 
subscribed by J. M. Spence, 31st De- 
cember, 1904, and being stock list 
number 498, be now cancelled for the 
reason that the above named stock 
was subscribed for by J. M. Spence 
on the 3lst December, 1904, to bring 
the subscribed capital stock of the 
company up to $500,000, it being un- 
derstood by the directors that the 
said stock should be resold, and when 
sold the amount due the company 
would be then paid to the company 
by the new subscriber, but owing to 
illness Mr Spence was unable to make 
a sale of the said stock, and at a 
meeting of the Board of Directors 
held at the head office of the company 
on the 15th January, 1906, the said 
stock was still left in Mr. J. M. 
Spence’s name, he giving the com- 
pany his note covering the first and 
second calls on account of said stock, 
and we now direct that the said note 
be cancelled and returned to J. M. 
Spence’’—that is getting more defin- 
ite to the nature of the transaction. 
Don’t you think you ran along from 
January to April without knowing 
exactly what arrangement there was 
with the other directors? A.—They 
all knew just that arrangement as it 
is there in black and white, but it 
had never been put that way until 
April. 

Q.—Why did you not do it until 
January? A.—I did not think it was 
necessary. 

Q.—You went back determined to 
get that put right? A.—Yes, I put 
it right at the meeting of the 15th, 
and I thought I could get it sold in 
the three months, and if it were sold 
we would have it wiped out before 
the three months were up, and I did 
not sell it and I wanted it put in such 
a shape that there would be no furth- 
er trouble. 

Q.—The shape you put it in there 
was to cancel it in April; and then 
have Mrs. Spence take 104 shares. 
The next resolution reads this way: 
“Moved by T. E. Bissell, seconded by 
Dr. Dow, that the application of 
Emma Spence for 104 shares of the 
capital stock of the Central Life In- 
surance Company of Canada at a 
payment of $17.50 per share be ac- 
cepted, and that the stock be allotted 
to her on the books of the company, 
and the President and Managing Di- 
rector be instructed to accept from 
Emma Spence her note payable to the 
company, being the amount due on 
account of said stock.’? At the same 
time you had several other transfers 
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of stock made to Mrs. Spence? A. 
—I transferred everything to her 
over and above the 200 shares which 
I wished to keep. 


Q.—It was not opened till April 
23rd, 1906, and then it was opened up 
by a transfer of 28 shares? A.— 
Yes, from me. 


Q.—On the 30th of that same month 
these 104 shares we refer to were put 
in her name by allotment? A.— 
Yes. 

Q.—And on the same date, April 
30th, there were five other tranfers 
of stock from other shareholders in 
the company, 52, 42, 2, 2, and 160 
shares respectively? A.—That is 
right. 

Q.—What do these transfers mean ? 
A.—That is stock we bought from dif- 
ferent parties. 

Q.—Friends of Mr. Crawford? A. 
No, different parties. 

Q.—Had anything been paid on that 
stock? A.—Yes. 

Q.—How did you pay for this stock ? 
A.—There has been $12.50 a share paid 
to the company, on most of that by the 
original subscribers, and then my wife 
paid the company the 5 per cent. call, 
and paid them for what we agreed on 
our stock. 

Q.—What did you agree? A.—In 
some cases the stock cost us par and 
some cases less. 

Q.—How much less? <A.—Some of 
it was cheap enough. 

Q.—How cheap? A.—I could not 
tell you exactly now. 

Q.—What is the cheapest—what is 
the cheapest you bought stock for? 
A.—Those 160 I gave $1,300 for those, 
that was the cheapest. 

Q.—That is the cheapest you bought 
any stock of the Central Life Company 
for? A.—I think that is the cheap- 
est lot. I gave $375 to Crawford. that 
was $15 even. Montgomery $17.50. 
I got some of it practically for the 
call on it. 

Q.—And some for less than the call ? 

_— nN. 

Q.—Did not any nerson lose money 
on the call? A.—No. 

Q.—They just lost the bonus? A. 
—Yes. 

Q.—This amount of $1,300 for 160 
shares wouldé be less than call? A.— 
But here is a case here—— 

MR. McKINNON: The second call. 

MR. TILLEY: Q.—When you are 
speaking about call, do you mean the’ 
first call? A.—No, the second call. 
There is the cheapest one I got, that 
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is two shares; I got that for $10, he 
had paid $12.50 on each share. 

Q.—That is the shareholder had paid 
$25? A.—Yes. 

Q.—And the shareholder got back 
how much? A.—Nothing, he got his 
liability released. 

Q.—What you mean to say is you 
took this stock and paid the call? A. 
—In that case I did. 

Q.—You mean that there is no other 
case where you charge the person any- 
thing for taking it off their hands? 
A.—Never charge them anything. 
Here is a case where I gave a man a 
policy for about $11 premium, and I 
paid the premium on it and paid the 
call on it and did that in that way. 

Q.—Do I understand in several of 
these cases you have taken stock off 
the shareholders’ hands releasing them 
from their liability? A.—I did in 
several cases. 

Q.—<And you paid the $5 call to the 
Company? A.—Yes. 

Q.—Have you sold any of that 
stock? A.— No, not a dollar. 

Q.—Never sold any? A.—Not be- 
fore we went to Quelph. 

- Q.—Before you went to Guelph? A. 
—None of that, we had sold some of 
my own stock before, very little. 

Q.—Have you made a profit on the 
stock you had placed in your name 
that way? A.—No, I have enough 
stock now in my wife’s name that I 
will be able to sell that and get back 
our own money and pay the Company 
at par. 

Q.—Is that stock yours or your 
wife’s? A.—My wife’s stock. 

Q.—Is it your stock in her name? 
A.—It is her stock, it is in her name, 
and it is in that way temporarily un- 
til we can get it cleaned up. 

Q.—Is there anything paid on it, 
on any of it? A.—There are only two 
notes against it, there is $6,615 paid 
on it, and against that there is a note 
for $1,820 and one for $1,700 and some 
dollars. 

Q.—If these shareholders of that 
stock had paid a call and could pay 
the second call why should not the 
Company cancel that and forfeit it and 
re-sell it and get the benefit of it? 
A.—They did not want to do it; we 
have some of it there, and it is a mat- 
ter that will have to come up before 
the meeting; we will have to do some- 
thing with it now, because I would 
not take any more of it. 

Q.—You would not take it if you 
were an outsider? A.—I would not 
touch it at all now, 
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Q.—Why ? A.—Because I _ have 
enough liability now. : 

Q.—That is the reason that appeals 
to you? A.—I do not want to con- 
trol the Company. 

Q.—You do not want to control the 
Company any more than you do? A. 
—I do not control very much. 

Q.—Is it not right that this idea of 
the liability on that stock has been 
present to your mind for some time 
just as you said a minute ago? A.— 
Yes. 

Q.—And that accounts for the trans- 
fers to your wife? A.—-No. 

Q.—You had as much in your own 
name as you wanted? A.—No. I am 
quite willing to carry it all in my own 
name, but the fact of the matter is 
I had so much trouble with the stock 
I had in my own name during my ill- 
ness I did not want to have it that way 
any longer. 

Q.—Why? A.—On account of the 
condition of my health. 

Q.—What advantage was it to 
transfer it to the wife and family 
you have been talking about? A.— 
I do not know that there would be 
any difference, just simply take it 
out of my own name so as to have 
my own clear. 

Q.—You made that transfer, it is 
fair to say, so as to have the liability 
wiped out as far as you were con- 
cerned? A.—Yes, and my 200 shares 
stand without any liability. 

Q.—And you do not want to carry 
any further liability? A.—No, and 
that is only carried until we can clear 
it up, this is for sale. 

Q.—And in the meantime the com- 
pany is carrying Mrs. Spence’s note? 
A.—They are getting paid for it, 
though. 

Q.—You say Mr. Crawford paid for 
the $4,000, and you disapproved of 
that very strongly? A.—We have 
never got that money yet, it has never 
been paid in, it is not money that has 
been loaned, it is a balance due on 
stock, and the company are getting 
5 per cent. on it. 

Q.—Why did you want to make the 
subscribed stock $500,000? PZ & 
was only 104 shares short of that 
amount, and we wanted to run it out. 

Q.—For advertising purposes? A. 
—I suppose there was that in it, al- 
though we did not think of it in 
that way although it would appear 
that way. 

Q.—I see on June 12th there are 
three transfers for 5, 10, and 10 
shares respectively; on June 16th a 
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transfer of 10 shares, and another 
one of 20 on June 20th, another trans- 
fer of 16 shares; are those all ac- 
quired by your wife in the same way? 
A.—This stock here was sold. 


Q.—I am referring to an entry on 
June 8th to Henry Lock? A.—20 
shares sold to him for $300, and he 
got sick of it, and came back and 
played the baby and I took it back 
and gave him the money. 


Q.—Mr. McKinnon suggests the 
reason the stock is in your wife’s 
name is that she is practically just 
holding that stock as trustee for the 
company? A.—That is all. 

Q.—Supposing there is a little profit 
in it who will get it? A.—There won’t 
‘be any profit in it. 

Q.—Or for the company? A.—Or 
anybody else. 

Q.—Do you say it will be impos- 
sible to sell that stock at more than 
the amount of the call? A.—I think 
I can sell it at $15 a share, that is 
if I can get that out of it we will 
be clear, and if we do not get that 
we will be the loser. If we get more 
than $15 out of that stock the com- 
pany will get the difference. 

Q.—tThere is no use discussing that, 
you say that is impossible? A.—I do 
not think it is possible to get any more 
than that. 

Q.—There is no arrangement be- 
tween the directors and yourself or 


the directors and your wife Peat 
—No, we are liable for the whole 
thing 


Q.—Not we? A.—TI say my wife is. 

Q.—As a matter of fact these trans- 
actions you are carrying on this page 
are all transactions that you are man- 
aging yourself, your wife takes no in- 
terest in them; does she know what 
stock she owns? A.—Yes. 

Q.—Could she tell me what stock 
she owns if I asked her? A.—No, I 
could not have told you if you had 
asked me. 

Q.—Probably she could remember it 
better than you, because you have so 
many things to remember? A.—I do 
not know about that; she knows what 
she has in the company, and that is 
about all she knows about it. 

Q.—Does she sign transfers her- 
self? A.—Always., 

Q.—Could the company collect any- 
thing’ from her on that stock? A. 
—They would have just as good a 
chance to collect it from her as any- 
body else. 

‘Q.—Not anybody else? A.—Any- 
body in ordinary circumstances. 
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Q.—You think she is financiaily 
able to pay? A.—She has it nearly 
all paid for. 

Q.—Supposing there was a call on 
that stock; I notice in some of your 
resolutions you refused to let a man 
transfer his stock because the tran- 
sferee might not be so good as the 
original holder? A.—I think we have 
been too liberal in that respect. 


Q.—You have not been regular in 
your decisions? A.—Not as we ought 
to. 

Q.—In some cases you have can- 
celled the shareholders’ stock? A. 
—And people that were absolutely 
good. 

Q.—Why was that done? A.—- 
Merely we thought it best in the in- 
terests of the company to do it; that 
is about all that can be said about 
it. 

Q.—You also cancelled stock that 
was held partly paid and let the 
shareholder treat everything he had 
paid as being payment in full of part 
and release the balance? A.—We 
have done that to reduce the hold- 
ing and let it go; we have done that. 


Q.—Why would you do that? A. 
—Just to accommodate the party, the 
stockholder. 


Q.—Other cases you refused to do 
it? A.—I do not think we were ever 
asked to do a case like that and we 


‘did not do it. 


Q.—Here on page 18, Moved by Mr. 
J. M. Spence, seconded by J. W. St. 
John, That the request of P. Leadley 
in statement. number 95 for applica- 
tion of 20 shares of the capital stock 


‘of the company taken in the usual 


method of payment of $12.50 per 
share in exchange for five shares fully 
paid up, on which he had already paid 
$512.50, be substituted for the orig- 
inal taking, and the difference to his 
credit of $262.50 be paid to him’’— 
that would be approved, that is to 
say you cancelled his liability, you 
applied a certain amount in payment 
of five shares to make it fully paid, 
and gave him back the rest of his 
cash? A.—No, that is not the po- 
sition. Mr. Leadley had five shares 
fully paid up, $512.50, and we got 
Mr. Leadley to take twenty shares in 
the ordinary way, with $12.50 paid 
up on each share, and the difference 
out of $512 we gave back to him, so 
that he is liable for the two thousand 
dollars where he was liable for no- 
thing before. 
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Q.—That is the way that transac- 
tion was carried through? <A.—Yes, 
we had only two cases in the company 
where the stock had been fully paid 
up. There was that one, and one in 
Berlin, Dr. Wright. He has 20 shares 
fully paid up, and we offered to give 
him $1,000 in cash, and he take the 
other half in stock with $15 paid on 
each share. 


Q.—That is you allowed him to pay |. 


more than the call and now you re- 
gret it? A.—Yes, we would not do 
it now. We would like to get it back. 

Q.—Would you be good enough to 
make us copies of the ledger accounts 
in the capital stock ledger of your- 
self and Mrs. Spence and the other 
directors afterwards and send them to 
usP A.—Yes. 

Q.—And show the entries just as 
you have them in the ledger, those 
that are in red ink show them that 
way? A.—Yes. 

Q.—I want exact copies of the 
stock ledger account? A.—AIl right. 
You want them just of the directors? 

Q.—yYes, and yourself and your 
wife? A.—All right. 

Copies of ledger accounts asked for 
to be filed as exhibit 335. 

Q.—Mr. Blackador made a report 
on your Company at the time you 
were applying for the Dominion li- 
cense? A.—I do not know aboyt 
that, he was at the office in Toronto 
and looked over everything. 

Q.—That report is already in as 
exhibit 17, and I would like to know 
from you whether that correctly states 
the position of the Company. What 
he says is: ‘‘The Company commenc- 
ed business April Ist, 1901. The fol- 
lowing summary of incOme and ex- 
penditures for the four years com- 
bined, etc. (Reads)? A.—That would 
be the four years put together. 

Q.—That would be right? A.—I 
would say yes. 

Q.—You will be able to tell whether 
there is a mistake? A.—Yes. 

Q.—(Reads items down to total re- 
ceipts $112,807.78)—that shows the 
receipts correct? A-=lp think? 16 
would be pretty well correct. 

Q.—Disbursements: Paid for claims 
$7,000, paid for expenses $63,802.05, 
total $70,802.05; the balance $42,005.- 
73. That shows that the total re- 
ceipts of the Company up to the end 
of 1904 when he was making his re- 
port amounted to $42,005.73 over 
these disbursements? A.—Yes. 

Q.—And the receipts included all 
the capital stock and the premium on 
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that capital stock? 
is right. 

Q.—If you eliminate what the share- 
holders paid, the amount paid in for 
premiums and interest up to the end 
of 1904 would be $48,194, and your 
disbursements for expenses some $68,- 
000, and for death claims $7,000, that 
is to say your expenses amounted to 
about $19,000 over and above all your 
receipts for premiums and interest? 
A.—About 1380 per cent? | 

_Q.—Yes? A.—Yes, that would be 
right. 

Q.—Your assets 31st 
i Na poneisteg of (Reads 

ackadar’s report); making a tota 
$40,485.67. Then other tee Ags 
vances to agents, $2,889.69; interest 
accrued, $133.50; outstanding prem- 
ums, $11,233.19; sundries, $383.26: 
total assets, $55,125.31. Liabilities: 
Reserve computed on the Hm. 31% 
table $23,101.86, premiums paid in ad- 
vance, $99.70; surplus of assets over 
liabilities, $31,923.75, capital paid up, 
$52,100, and that would show im- 
pairment of $20,176.25? A.—yYes. 

Q.—That impairment of $20,176.25 
would be in addition to the amount 
that was paid in by way of premium, 
that is to say if there had not been 
premium paid, if the shareholders’ 
money had all been treated as pay- 
ment of capital it would have been 
that much more? A.—Yes. 

_Q.—That would add to that an item 
of $12,512.50, making it about $32,- 
000 odd dollars? A.—Yes, but you 
should not add the premium to that. 

Q.—I am not adding the premium 
to that and calling it all impairment, 
I am showing how much of the share- 
holders’ money had been spent to the 
end of 1904? A.—That would be right. 

Q.—Take these assets up to the end 
of 1904; you have advances to agents ? 
A —Yes. 

Q.—What does that include? A.— 
Tt: is monies the agent had got by way - 
of commission to be earned, advances. 

Q.—Up to 1904 that amounted to 
$2.889.69? A.—It is a bad asset. 

Q.—What is it worth? A.—We do 
not consider it worth anvthing now. 

Q.—Since when? A.—Since we went 
to Guelph we have abandoned that al- 
tovether, we have no advances any 
more, we have wined that part of our 
business out altogether. ; 

Q.—Written it off? A.—No, but 
we have written it off so far as anv, 
further advances are concerned, we 
have abandoned it altogether. 


A.—I guess that 


December A 
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Q.—You have stopped the practice? 
A.—Yes. 

Q.—I am asking you of that item 
of $2,889.69? A.—That is money owed 

to us by agents. 

Q.—What was it worth to you on 
the 31st December, 1904? Ax It 
would be worth that to us until we 
could either wipe it off 

Q.—Could you collect that from 
your agents? A.—TI do not know that 
we could. 

Q.—What was it worth, 25c.? A.— 
We would take it at 100 cents on the 
dollar, and if we could not. succeed in 
getting it in a year we would wipe it 
off. 

Q.—You do not wipe anything off 
shia?) Al No: 

Q.—Some Companies do not carry 
it as an asset? A.—TI do not think any 
Company should carry it as an asset, 
because it is hard to collect. 

Q.—You carry it at 100 cents? A. 
—We do not now. 

Q.—What was it worth at that 
time? A.—Just what is on the paper. 

Q.—As an asset. A.—Yes. 

Q.—What was it worth to buy, what 
could be realized to purchase, 10c. on 
the dollar? A.—Yes, but I could not 
tell you what it would be, have no 
idea. 

Q.—Outstanding premiums, $11,- 
333.13, would that be over due prem- 
iums? A.—Yes, premiums in the 
course of collection. 

Q.—Were they due? A.—No, fu- 
ture premiums not yet due. 

Q.—Deferred premiums? A.—Yes, 
and premiums that would not come in 
for two or three or six months. 

Q.—Why did you include those pre- 
miums? A.—Supposing we wrote a 
man for $20,000 and we got two notes 
payable six months apart, and the 
first one would be called a deferred 
premium 

Q.—Would that come under this 
heading of outstanding premiums? 
A.—Yes, they would both come in that. 

Q.—Is that account there the gross 
amount of those, or does that take off 
an allowance for collection? A.—Just 
the gross amount. 

Q.—The Department at Ottawa al- 
ways insists upon a certain amount 
being taken off, about 40 per cent. 
off first year and a certain amount 
off renewals? A.—We have no in- 
structions from them as to that. 

Q.—This was your first year? A. 
—Yes. and the Ontario Department 

_do not take anything off, 
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Q.—Would you if you were arriv- 
ing at what the Company is worth 
take anything off? A.—I would take 
off what ought to be the commission 
on the premium out of each year. 

Q.—Tell me what that item is worth 
on the policy? A.—We take it for 
its full value there. 

Q,—What is it worth as an asset? 
A.—We could not tell you. 

Q.—You have had the experience of 
a year and a half since that date, 
what do you say now that asset has 
turned out to be? A.—We get our 
collections in the regular way, I think 
it will be all right yet; we cannot tell 
you until the end of the year. 

Q.—A lot of that $11,233.19 never 
was paid and never will be paid? 
A.—There is a portion of it, but 
what that portion is we cannot tell, 
we do not know, 

Q.—At any rate you took it in at 
the full amount up to the end ot 
1904? A.—Yes, we have done that. 


Q.—Let us take the statement 
at the end of the: report. The 
following is a statement of the 
business written- and terminated 
during the four year; written, and 
then it gives the number of the poli- 
cy, amount; terminated, number and 
amount. 1901 you wrote 261 poli- 
cies, for $288,000; in 1902, 333 policies 
for $371,250; in 1903, 360 policies, 
for $381,753; 1904, 278 policies for 
$264,500 P A.—Yes. 

Q.—1,232 policies for the four years 
at a total of $1,305,500? A.—Yes. 

Q.—The terminated ones were, 1901, 
24 for $41.000; 1902, 247 for $258,- 
500; 1903, 239 for $253.750; 1904, 278 
for $278.500, making 788, amounting 
to $831,750; that is to say 788 poli- 


‘cies that were written in those four 


years lapsed out of 1,232 policies, 
leaving only 444 in force? A.—Yes. 

Q.—The lapsed policies amounted 
to $831,750 out of $1,305,500, leav- 
ing only $473,750 of insurance in 
force at the end of four years? A. 
—Yes. 

Q.—That is rightP A.—yYes. 

Q.—That is to say you only had 
about one-third of the business you 
had written on your books at the end 
of four years? A.—Yes. 

Q.—How do you account for that? 
A.—I think you will find that is just 
in keeping with what other compan- 
ies have. 

Q.—Do you say the lapse rate of 
other companies is the same? A.—I 
think the lapse rate of the other com- 
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panies is just about as great as that, 
the new business. The older a com- 
pany grows the more the business be- 
comes persistent. 

Q.—But it is a fact that in the 
first four years of a company two- 
thirds of your business will go off your 
books? A.—We expect that. 

Q.—Two-thirds will goP A.—yYes. 

Q.—You got the full expectation? 
A.—Yes, we have in that respect. 

Q.—Have you a copy of your 1905 
returns here? A.—Yes, here is one. 

—Copy of 1905 returns as shown 
in Annual Report, filed as exhibit 336. 
. Q.—Does this statement that is in 
the printed pamphlet agree with the 
return you sent in to the Govern- 
ment? A.—Yes. 

Q.—I notice you sent in at the 
end of 1905 a list of your sharehold- 
ers, and you have set out the list 
of shareholders, and you make the 
list total to the 5,000 shares subscrib- 
ed, $500,000, and you say $75,100 have 
been paid? A.—Yes. 

Q.—On your own stock, J. M. 
Spence, 234 shares, that includes the 
104 on which you had given your 
note? A.—Yes. 


Q.—$23,400, the total amount of 
the shares? A.—Yes. 

Q.—And the amount paid by you 
$3,510? A.—Yes; there was a lia- 
bility of 15 per cent. on the 104 
shares. 

Q.—This is supposed to be the 
amount in cashP A.—Yes. 

Q.—You had not paid that in cashP 
A.—No, there was a note there for 
part of it. 

Q.—And a note which your minutes 
show after that date was not to be 
paid? A.—Yes, that is quite true. 

Q.—In the sworn return you sent 
in to the Government you say in the 
third item. ‘‘Amount paid up in cash, 
$75,100; and that is sworn by you 
to be the true state of affairs of the 
company? A.—Yes. 

Q.—That was untrue? A.—No; my 
note was there for that amount of 
money, and it is accepted by the 
company as cash and realized on. 

Q.—No, according to the resolution 
you had in the books that was not 
accepted by the Company as cash at 
all? A.—That is quite true, but the 
Company have actually accepted the 
note and cashed it in the bank 
and had the cash for it. 

aa wh was not paid in cash? A. 
—No. . 

Q.—It was not payment on the 
pay A.—I quite agree with you in 
that. 
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Q.—That is‘ just a transaction 
whereby the note was in the posses- 
sion of the Company? A.—Quite true, 
but the Company had the money out 
of the note. 

Q.—What do you say now, that the 
Company had paid up in cash $75,- 
100 on its stock, or had it not? A.— 
It had paid up, and it was all in cash 
but that note. 

Q.—Don’t you think when you are 
making an affidavit verifying the an- 
nual statement it would be proper for 
you to show that? A.—I put that note 
in as cash and I considered it cash be- 
cause the Company has cashed it. 

Q.—If the resolution that you put 
in the minutes later on and after this 
statement was sworn to, is correct, 
that note could be handed back at any 
time, and it was afterwards cancelled? 
A.—I suppose it would, and if it was 
handed back that stock would have to 
be reduced, that is all. 

Q.—And you thought in the mean- 
time you were justified in pledging 
your oath that the Company had $75,- 
100 paid up in cash? A.—I am quite 
safe in saying I am liable for that 
money and will pay it. 

Q.—No, you are not liable because 


_the Company cancelled your note? A. 
. —I know, but at that time it was not 


cancelled. 

Q.—But under the arrangement that 
was made with the Directors as you 
claim, it was never to be called on to 
be paid? A.—It was there until the 
stock was sold. 

Q.—That 104 shares was subscribed 
on the last day of the year for the very 
purpose of being able to put that in 
the return? A.—Yes, it was to bring 
our stock up—lI will admit this, the 
transaction did not turn out as it 
ought to have turned out, and perhaps 
it was not the right thing to do, and 
perhaps I would not do it to-day; and 
it was done for what we considered 
the best interests of the Company. 


Q.—The best interests of the Com- 
pany might not be identical with the 
interest of the public? A.—Yes, it 
might turn out, but that has not 
turned out wrong yet. 

Q.—We cannot tell to what extent 
persons have become shareholders or 
policyholders in your Company by vir- 
tue of this very statement— that is 
something we cannot tell? A.—That 
is quite true. 

Q.—And you put the transaction 
through for the very purpose of being 
able to make this statement which 


\ 
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would mislead the public? A.—(No 
answer). 

Q.—The 1905 statement when added 
to this return of Mr. Blackadar’s 
brings your financial statement prac- 
tically down to date? A.—Yes, 

Q.—You have not prepared a profit 
and loss statement? A.—No. 


Q.—Why not? A.—We have never | 


kept a profit and loss account. We are 
doing that now but we have never up 
to this time done it. 

Q.—Do you say you are not able to 
make out that statement? A.—We 
have nothing to make it out from. 

Q.—Are the books not kept so that 
you would be able to give that infor- 
mation easily? A.—We will from this 
out, but up to the present time we 
have never kept an account of profit 
and loss; we are going to do so now. 

Q.—Your premium receipts for the 
year amounted to $19,035.95? A.— 
Yes, 

Q.—And your interest amounted to 
$1,897.88? A.—Yes. 

Q.—Then you paid out to policy 
holders in claims the sum of $2,000? 
A.—Yes. 

Q.—Did you pay anything else to 
policyholders? -A.—$815 cash surren- 
der values. 

Q.—Where is that shown? A.—I 
guess perhaps you would get it fuller 
in this report. 

Q.—I wanted to find it in your 
printed statement you issued to your 
policyholders? A.—It would be in one 
of those items. 

Q.—Your regular return does not 
quite agree with the printed return? 
A.—No, it was not got up according 
to the way the Government do now. 

Q.—Let us take it from this other 
return: you sent in; in this statement 
you have returned to the Commission 
it shows the amount received for prem- 
iums was $19,035.95, less paid for re- 
insurance $314.30, making $18,721.65; 
that does not agree with your state- 
ment in the printed return? A.—The 
two items are split up in the printed 
report and the re-insurance is in the 
item of disbursements. 

Q.—That shows you received for 
premiums net $18,721.65? A.—Yes. 

Q.—For interest you received $1,- 
897.86? A.—yYes. 

Q.—That together would make $20,- 
619.53? A.—Yes. 

Q.—Then your expenditures amount- 


ed to $2,815, for the policyholders, 


comprised of death claims and surren- 
der values? A.—Yes. 

Q.—And then take your other ex- 
penses, leaving out the investments 
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you made, and omit loans on policies, 
I have totalled them up, and I think 
they come to $23,361.07? A.—I guess 
so. 

Q.—So that your expenses absorbed 
all your premium income and interest? 
A.—Last year. 

Q.—And then if you take the pay- 
ments you had to make to your pol- 
icyholders it exceeded the premium 
income by about $5,500? A.—We 
were that short last year. 

Q.—How is it that there is that 
heavy expenditure? A.—It is a young 
Company and the cost of getting busi- 
ness is so great and expense of running 
a Company here in Toronto was so 


‘much that we could not get along 


with anything less; we felt that, 

Q.—Why would the expense be very 
high in Toronto? A.—Rents are high 
and it costs more to get a man here; 
the class of men you will get here as 
agents in Toronto generally get the 
better of the Company. 

Q.—You say it is because of the 
cost of getting business through 
agents rather than your Head Office 
expenditure? A.—Yes I think so; 
our Head Office being situated here 
it is more expensive than where we 
are now in a smaller place, and then 
our system last year of having agents 
with salaries and advances was not a 
ood one. 

‘ Q.—Did you pay them salaries? A. 
—Salaries and advances and anything 
else. 

Q.—Why was not it a good one? 
A.—We did not get the money back. 

Q.—We have had some persons who 
say that is the proper way to pay 
agents?, A.—Io do not think it is, 
I do not think any advances should 
be given at all. 

Q.—Do you think they should be 
on salary? A.—On commission or 


| salary. 


Q.—Is there any difference between 
them in your opinion? A.—I think 
commission is the fairer way. 

Q.—Which way have you _ your 
agents now? A.—Commission. 

Q.—In your list of assets at the 
present time you have the value of 
the debentures $54,000? #A.—Yes, 
those have been written up. 


Q.—How much? A.—Just the dif- 
ference what we paid for them. Those 
debentures cost us, we paid for the 
City of Vancouver $18,620, Winnipeg 
$10,000. Victoria $14,925. 

Q.—That shows the cost of the De- 
bentures? A.—Yes. 
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Q.—And you have written them up 
to the par value of $54,000? A.— 
Yes. 

Q.—On the basis of this statement 
that you have handed in for the 1905 
business how much does your impair- 
ment of capital amount to now, Mr. 
Spence? A.—Thirty odd thousand 
dollars. 

Q.—$36,194.11? 
is it. 

Q.—This 1905 still included some 
of the items which were not quite so 
good as they should be? A.—No. 


Q.—Premiums outstanding, includ- 
ed in your assets for $2,383.43? A. 
—Our assets there might be $6,765.77 
more than appear on the basis of our 
former reports. 

Q.—Why? A.—Because we wrote 
that off last year. 

Q.—Should not you have written 
off more? A.—I think we did pretty 
well; we want to wipe it out in a 
couple of years. 

Q.—It is your intention to wipe 
itmoutr A _Yes. 

Q.—You do not want to wipe it out 
too fast? A.—We do not want to 
wipe it out all at one time. 

Q.—So far as showing a proper bal- 
ance sheet is concerned you would 
think it better to wipe it out at one 


A.—I guess that 


time? A.—It would be an improved : 


balance sheet. 

Q.—What items do you want to 
wipe out? A.—We want to wipe out 
just those items, but we cannot deter- 
mine that until the end of the year. 


Q.—If the Company was in a pro- 
per financial standing what ones 
would you wipe out? A.—Wipe them 
all out. 

Q.—Premiums outstanding $2,383.- 
43? A.—I would leave that. 

Q.—Premiums deferred? ALL 
leave that in. 

Q.—Accrued interest?) A.—I would 
would leave that in. 


Q.—Advances to agents $3,105.69? 
A.—I would wipe that out. 

Q.—Furniture? A.—I would leave 
that in and reduce a percentage off 
each year. 


Q.—Lvans on policies? A.—That 
is good. 

Q.—Bills receivable? A—That, is 
good. 


Q.—For the full amount? A.—Yes. 

Q.—Have you not been getting 
judgment against some people on 
these notes? A.—No, the bills re- 
ceivable are there; after we wipe off 
everything we consider no good; 
those are all treated as good. 
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Q.—Besides that impairment of 
$36,000 there has been the surplus 
paid in by way of bonus? A.—Yes, 
and that has been eaten up in the 
selling of the stocks. 

Q.—So that your impairment now 
is about $16,000 more than it was a 
year ago when Mr. Blackador made 
his report? A.—About $15,000 more. 

Q.—It would have taken very little 
more to have made it double what it 
was? <A.—I know. 

Q.—It was only $20,000 at the end 
of 1904 and it is $35,000 at the end 
of 1905? A.—But you are not al- 
lowing for the $7,000 we took credit 
for. Our impairment a year ago 
would have been $27,000 instead of 
$20,000 as Mr. Blackador had it on 
the same basis on making up the re- 
port we now use. 

Q.—Your impairment now would 
have been higher? <A.—Yes, so that 
the impairment has been a gradual 
one each year until now. 

Q.—It has increased 50 per cent. 
more than it had been last year if 
you had taken that item out? A. 
—It would have been about the same 
increase, 

Q.—Increasing that way how long 
before it will be— A.—We have got 
to the limit, we do not expect any 
further increase in our impairment, 
we expect it to go the other way now. 

Q.—How much insurance have you 
got on your, books now? A.—$600,- 
000. 

Q.—That is to say you have got im- 
pairment of capital of $36,149.11 at 
the end of the last year and you 
have only got $600,000 on the books? 
A.—That is right. 

Q.—Is not that very expensive get- 
ting business? A.—Yes, but we can- 
not get it any less, not at our pre- 
sent rate of going. 

Q.—How much did you add to your 
insurance during last year? A.— 
From $473,000 to $600,000, $130,000. 

Q.—That is after the fifth year 
of your existence, do you think that 
is a sufficient step in the fifth year? 
A.—I think it is about all we could 
afford to add owing to the high rate 
of valuation required on our _ poli- 
cies. 

Q.—According to some of the ad- 
dresses at your annual meeting vou 
anticipated a great deal better than 
that? A.—Yes, it is a question 
whether it would be safe to write very 
much more or not. 

Q.—It might not be safe to write 
it because too much money is going 
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out in expenses? A.—That is what 
has been the matter in the past. 

Q.—You could not afford to write 
it possibly? A.—Not any more. 

Q.—It is not very satisfactory, is 
it? A.—No, our expenses are too 
much, that is the only trouble we 
have, our expenses are too much, 

Q.—That is the trouble that affects 
a great many people? A.—It af- 
fects a good many companies. We 
hope your Commission will be able 
to help us out in that matter. 

MR. KENT: Q.—Do you think 
from what you know now there ever 
was any room for your Company? A. 
—TI think there is room for our com- 
pany; I think there is room for all 
companies, the great trouble in my 
mind is that the old companies are 
trying to get too much business, and 
they do not wish to divide it, they 
want. it all. 

Q.—Do your shareholders ever ask 
when they are going to get a divi- 
dend? A.—Very seldom. 

MR. TILLEY: Q.—I think you 
made some indefinite promises about 
dividends in the very near future? 
A.—We thought when we commenced 
first we would have dividends at an 
earlier period than we have, but we 
find now if we get dividends about the 
time other companies get dividends 
it would be all-we could do. 

MR. KENT: Q.—I notice transac- 
tions in the way of loans are charged 
in your cash book to sundries? A.— 
Yes. 

Q.—I suppose you have no account 
in your ledger for sundries? A.— 
Yes, they are put through the Jour- 
nal and then put into the ledger item 
as one account. There are only two 
or three small amounts in them, so 
that it has not amounted to very 
much, and we hope to have none of 
it in future. 

Q.—Are you a book-keeper your- 
self? A.—No, I am not a practi- 
cal book-keeper. 

MR. TILLEY: Q.—Are you an ac- 
tuary? A.—No. 

Q.—Have you an actuary in the 
Company? A.—No 

Q.—A_ book- keeper ? Ayn) 63" 

Q.—Do you think the Company 
should be getting along without an 
actuary ? A.—I do not think we 
could afford to pay for an actuary 
just now. 

Q.—Can you afford to be without 
one? A.—Yes, we can do our own 
work. 

Q.—Your rates then, I suppose, 
would be fixed by meeting the other 
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Companies’ rates? A.—No, we 
adopted our own system of making 
our rates. 

Q.—I just wanted to know what per- 
centage your expenses for new busi- 
ness bore to the expenses of the busi- 
ness you obtained? A.—We have 
never kept it separate that way. 

Q.—Take it this way; your new 
premiums amounted to $8,328.17? A. 
—Yes, I just don’t know the amount. 

Q.—Just check that? A.—I have 
not got a statement; I gave you all 
the statement I had; it is not divided. 


Q.—Is it not there? A.—First 
year $7,690.17. 

Q. —And your first year commis- 
sions amounted to $2,532.52? A.— 
Yes. 

Q.—yYour medical fees $1,163.75? A. 
—Yes, 

Q.—Your travelling expenses $2,- 
134.59? A.—Yes. 

Q.—Agents’ salaries $6,061.31? A. 
—Yes. 

Q.—Those sums would fairly repre- 
sent your first year expenses would 
they not? A.—Yes, they would re- 
present the first year expenses. 

Q.—They amounted to $14,721.82? 
A.—Yes, but they would represent 
more, 

Q.—What is included there that 
should not be included? A.—There 
is office expenses, agents looking after 
the old business there is not brought 
in, no allowance for that at all. 

Q.—First year commission, that is 
proper? A.—Yes. 

Q.—Agents’ advances? A.—That 
would be proper. 

Q.—All for first year business? A. 
—Yes. 

Q.—Agents’ salaries? A.—They 
should not be all charged up to first 
year business. 

Q.—How much, 50 per cent. more 
than that? A.—No; you have your 
old business to look after. 

Q.—You would not allow 50 per 
cent. off that item? A.—No, but it 
would take 50 to do it. 

Q.—To look after the old business? 
A.—Yes. 

Q.—It would take more than 50 to 
look after the new? A.—Yes. 

Q.—Medical fees, that is all new 
business? A.—Yes. 

Q.—Travelling expenses? A.—That 
is all part of new business, and part 
of it looking after old business. In 
an older company you can charge it 
all up to new business, but in a young 
company you cannot, 
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Q.—Expenses would be 180 per cent. 
of the first premiums? A.—That 
would be a little high, 150 would be 
about what it would stand. 

Q.—That is too high? A.—yYes, it 
should be less than 100. 

Q.—That is to say you have taken 
half as much again as your first year 
premiums? A.—Yes. 

Q.—You, I suppose, make the esti- 
mates for the policies do you? A,— 
We are not using them now. 

Q.—The ones you are using are 
pretty good? A.—They were reduced. 

Q.—Is this the manual that re- 
duced them? A.—Yes. 

Q.—Were they higher than these? 
A.—They were at one time. 

Q.— Why did you change them? A. 
—I think those are too high now; I 
un ae think estimates should be used 
at all. 


Mite you prepare the first book ? 
fe , 
_Q.—How did you do it? A.We 
had to copy the estimates of other 
panes i 

-—What Companies di P 
ong Northiimartacan | eat 

.—Do you say your own wer 
ea than the North Wevcirone SN 

O. 

Q.—Did you have their estimates ? 
ae and all the Companies to exe) 
Q.—Did you get higher than th 
or lower? A.—No a little Rernas 
Q.—I have just picked up the 
Mutual one for twenty years all life 
Boe your estimate was $415? A. 

—Yes. 

Q.—And Mutual $2642 <A __ 
did not have anything in the atataat 
that is the Mutual Life of Canada. 
we did not have their estimates. 
Q.—You estimate $415 and they es- 
timate $364 on the life plan, and you 
estimate $350 and they $311 for the 
20 payment life? A.—Yes. 

Q.—Then you think these estimates 
should be abolished entirely? A,— 
Yes. 

_ Q.—Why? 
ing. 

Q.—I should think so but whv 
shouldn’t they be made right, whv 
will companies issue misleading ones? 
A.—To get business. 

Q.—I suppose the estimates are 
fixed in order to induce people to be- 
lieve that they will realize a certain 
amount more than they really will 
get? | A.—Oh yes, in every case. 

Q.—And vours is no exception? A. 
—No, not in that respect. We are 


A.—They are mislead- 


a young company and if we went out. 
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with a lower estimate we could not 
do business. 
Q.—You have got to put out an 


estimate? A.—Yes. 
Q.—And as good as the others or 
better ?P A.—Yes. 


Q.—yYour rates are lower? A.— 
Yes. 

Q.—You have a lower rate but pro- 
bably a little better estimate? A. 
We have to keep that estimate up; 
the competition calls for that. 

Q.—And while honesty may call for 
something else, honesty cannot be 
heard? A.—Cannot be heard while 
the older companies have the field 
and honesty has no place. 

Q.—When you get the old com- 
panies out of the way or get equal 
with them, you will let honesty do a 
little business? A.—When we get 
all companies on a par so that they 
cannot issue estimates, then we are 
equal with the others. Meantime we 
have got to have as good estimates as 
they have or quit. 


Q.—Meantime you have a little 
more leeway because you are not con- 
trolled at all. Is that the principle? 
A.—Oh no, I don’t know. The older 
companies have got good estimates 
and estimates higher than can be real- 
ised and we have to do the same in 
order to get the business. 

Q.—I suppose you copied your proof 
of death from some other company, 
too? A.—yYes, largely. . 

Q.—Did you ever take the time to 
read through all the answers that you 
make the widow sign? A.—I have. 
read them, yes. gf 

Q.—Do you think they are useful: 
A.—Some are not. 


Q.—Just matter of historical inter- 
est ? A.—I think a good many of 
them are just matter of form. 

Q.—And they are difficult to make 
out, some of them? A.—Some of 
them are. 

Q.—But you have never tried to 
shorten it? A.—No, we copied what 
was in use by other companies. (Pro- 
fits filed as Ex. 337.) 

Q.—And your policy loan agree- 
ment is the same as other companies? 


A .-~Ves. 


Q.—There is no use commenting on 
it because you have just taken the 
others, it has the same features as 
other companies in that you have the 
right to cancel the nolicy without no- 
tice and so on if the notes are not 
paid, when you take notes in pay- 
ment? A.—Yes, it has that right. 
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Q.—Do you pay your agents by 
bonus? A.—No, we have no bonuses 
at all. 

Q.—And what is the highest rate 
of commission you pay? A.—From 
70 per cent. down to 30 with profits. 
ne graded down to 30 without pro- 

S2 
Q.—Is that all the difference there 
is between your commissions on your 
profit business and your non-profit 
business? A.—Just 10 per cent. 

Q.—Do you give any instruction to 
the agents as to what policies you 
want them to write? A.—Well, we 
have lately. We wish them to write 
the life plans, the cheaper plans. 

Q.—I notice in the estimates you 
furnished that the estimate for the 
Life was. the one that so greatly ex- 
ceeded the Mutual. I suppose that 
is the way you give them the mater- 
ial on which to write the life plans? 
A.—Our last instructions to our 
agents were to write our special 10 
year policy, a term policy. 

Q.—Is that by reason of the small 
reserve you have to put up? A.— 
Yes. 

Q.—Does your term policy contain 
a guarantee that you will continue 
the insurance? A.—Yes. 

Q.—Do you estimate anything in 
valuing that for the reserve? A.— 
No. 

Q.—Who does the valuing for re- 
serve for your company? A.—We 
take it from the tables of the life 
Managers Association. ; 

Q.—Your term policy contans a 
clause which gives the insured the 
privilege of turning it into a life 
plan? A.—Any time. 

Q.—At the same rate? A.—No, 
at the particular rate he would pay. 

Q.—You charge the insured some- 
thing for that privilege, don’t you? 
A.—Not one cent. 

Q.—Didn’t yox give him the right 
to insure on the life plan at the 
future date as of his age at the time 
of the insurance? A.—Yes. 

Q.—Is not that something that 
should be measured by a payment? 
A.—Well, he pays the difference in 
the back premiums. 

Q.—And you ‘don’t estimate any- 
thing for the reserve on that? A.— 
No, when it changes we put up the 
reserve up to date on the policy. 

Q.—Do you do the computation on 
the reserve then? A.—Well, largely. 

Q.—Are all your policies valued? A. 
—They have never been valued yet. 
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Q.—By yourselves are they? A— 
No, we just follow the regular tables. 
We have a reserve book. 

Q.—Do you lump the policies? A. 
—No, each one separate. 

Q.—What time of the year do you do 
that? A.—In December, the last of 
the year. 

Q.—Do you go over every policy? 

A.—Every policy. 
_ Q.—Do you ever leave out any pol- 
icy? A.—Not one. When‘I said we 
ourselves, that is now. Up to the 
end of last year we always had an ac- 
tuary to do that for us. Under the 
Ontario Government we are required 
to have a certificate from an actuary, 
but under the Dominion Government 
we are not. 

Q.—What is the object of putting 
in a clause that the insured must take 
the policy and pay the first premium? 
A.—If we did not have that in there 
it is a question if we could make him 
pay or not. That is in the applica- 
tion. 

Q.—Have you ever sued anyone on 
that clause? A.—Yes. ? 

Q.—And got judgment? A.—Yes. 

Q.—Paid a judgment? A.—TI think 
SO. 

Q.—How many cases have you sued? 
A.—Very few. 

Q.—That is to make them take a 
policy? A.—Well, if we have carried 
the policy for a certain time and they 
don’t pay anything we sue for the 
premium, 

Q.—And if the unfortunate insured 
happens to give a note, cheque or 
draft for the premium he is in a little 
worse position when that comes due 
than if he did not give any at all, is 
he not? A.—Well, yes, he has the 
note to face. 

Q.—And if he does not face it, with- 
out any notice of action on the part of 
the company the policy shall be void? 
A.—Yes, and then we have a right 
to sue for the note. 


Q.—The policy is void and you sue 
for the note? A.—Yes. 

Q.—That is all right for the com- 
pany, isn’t it? A.—It is, in one way, 
but we don’t get enough out of it to 
pay us for those people who lapse. 

Q.—Would it revive then, the pol- 
icy? A.—Yes, provided he is in his 
usual good health. 

' Q.—It is open to the company to 
re-insure him or not? A.—Certainly. 

Q.—So that you can make him pay 
the note, and cancel the policy because 
he did not pay it on the day it was 
due? A.—Yes, but we cannot collect 
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the full year’s premium unless we 
would revive the policy. 

Q.—But you can make him pay that 
noteP A.—But the condition would 
be that we should: have to revive the 
policy if he insisted on it. 

Q.—Have you ever sued and got 
judgment on any of the notes without 
reviving the policy? A.—Oh yes. 

Q.—And collected the notes? A.— 
Yes, as a rule the policy is never re- 
vived. 

Q.—How soon. do you give a paid 
up value? A.—In three years. 

Q.—And a surrender value? 
Three years. 

Q.—Do your policies contain a clause 
that the reserve of the policy shall be 
used to pay premiums and continue 
the insurance? A.—wNo. 


Q.—Should not that be so? 
Not in a young company. 

Q.—You give loans on your policies? 
A.—Yes. 

Q.—Then why should you not loan 
the man out of the reserve enough to 
pay the premiums for a few years? 
A.—That is a question. With an old 
company perhaps that can be carried 
eut. With a young company I don’t 
think so. 


Q.—Why not? A.—Well, suppose I 
insure your life today for $1,000 on an 
ordinary life and the company refused 
the risk; we then accept you on a 
10-pay life or a 10-year endowment. 
At the end of the third year you could 
come in under that clause and get 
your extended insurance on the 10- 
year endowment where we would not 
give it to you on an ordinary life, so 
that you have actually got from the 
company what we refused in the first 
place. 

Q.—They could get extended insur- 
ance for as long as your reserve would 
carry youP A.—Yes. 


Q.—Then you are entitled to a paid 
up policy? A.—Yes, we grant that. 

Q.—What is the difference between 
giving him a paid up policy and car- 
rying him? A.—Because it is only 
paid up for a certain amount. 

Q.—It is more beneficial to the com- 
pany? A.—No, I don’t know that it 
is. I think that the other plan would 
be better if the risks were good, be- 
cause you would eat up the reserve 
in premiums, whereas the paid up pol- 
icy would always be a liability. 

Q.—At what date did vou get the 
Ontario license? A.—In February of 
1901. 

Q.—And the Dominion license? A. 
—May, last year, 1905. 


A.— 


A.— 
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Q.—When you made your applica- 
tion did you make the same state- 
ment about 10 per cent. on stock capi- 
tal being paid upP A.—I think the 
statement we made is just what we 
have in our report. 

Q.—Then you treated stock that was 
paid by note as being paid up in cash? 
A.—Yes, certainly. 

Q. —You have stated your method 
of fixing your premiums. -I suppose 
as a fact you have fixed them by look- 
ing at the other companies’ manuals? 
A.—No, we did not take any other 
company’s manual into consideration 
at all. 

Q.—At first you didP 
first. 

Q.—You took other manuals and 
fixed a price you thought would be 
taking? A.—No, we didn’t do that, 
we took the other manuals as some- 
thing to compare with, but we made 
our tables from the Hm. tables, the 
net tables, and then added on our 
loading. 

Q.—How did you add your load- 
ing? A.—A part percentage and part 
given as a stated sum; 20 per cent. 
plus $2. 

Q.—On what policies? A.—On life 
plans, endowments with profits and so 
on. 

Q.—When did you change your 
method of loading? A.—This year. 

Q.—Why? A.—Because I think the 
loading is too high. 

Q.—Your premiums too high? A. 
—The old premiums were too high, I 
don’t think they were fair to the 
man that is insuring. 


Q.—Did you get them lower than 
the ordinary companies? A.—Yes. 

Q.—How much lower? A.—It de- 
pends on the age. For example, you 
take a man at 20, the net rate for 
a life plan is $13. '30. To that you 
would add 20 per cent. plus $3, giv- 
ing you $18.96, or in round ficures, 
$19. That is the uniform premium. 
You have a loading there of the dif- 
ference between $13.30 and $19 at 20. 
Then a man at 50 where the net pre- 
mium is so much higher, the loading is 
correspondingly higher for the older 
age. I don’t think that is fair. I 
think a young man should pay as much 
to the expense element as the old man 
so I changed it to that system. We 
add $5 to the net rates. 

Q.—That is to say you take the 
net premium and add $5 to that for 
all ages? A.—For all-ages, for all 
expenses, for with profit policies. 


A.—Yes, at 
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Q.—I suppose insurance to the old 
man is a more expensive thing than 
insurance to a young man? A.—I 
don’t know that it is. I think the 
older the risk, that is up to say 50 
years of age, it is better than the 
younger one. 

Q.—But it is a more expensive ar- 
ticle? A.—Yes, but he stays in with 
his policy. 

Q.—But a merchant would sell his 
diamonds at a higher price than he 
would sugar? ‘A.—That is quite 
true, but the net rate provides for 
that. 

Q.—Do you think it would be just 
as proper for a merchant to say, I 
will add on $5 to every article in 
this store I sell to cover my expenses, 
do you think that is the proper way 
to do it? A.—TI think so. 


Q.—Do you think it would be pro- 
per business for a man having goods 
of different values ranging from 10 
cents to $1,000 to say, now I may sell 
10,000 articles in a year and I will 
add a dollar to the price of each one; 
that will give me $10,000 to cover my 
expenses and profit;. is that a sen- 
sible way for a man to put expense 
money on, to add the same amount 
to the cheap ones as well as to the 
dear? A.—But the net premiums 
provide for the carrying of the risk and 
all we have to take into account is 
the loading for expenses and if we 
are satisfied as a company to carry 
a man at 40 for the same amount as 
at 20 as far as expenses are con- 
cerned,I think we have a perfect right 
to do that. 


Q.—Your tables serve to favor as 
compared with other companies 
A.—The older men, because we don’t 
charge him so much for expenses. 

Q.—Then that is, is it fair to say, 
the object of your new tables, to ap- 
peal to a certain class? A.—No, I 
think it appeals to all. 

Q.—It does not to the young man? 
A.—Yes, we are below the rates at 
the younger age. 

Q.—And much more below them as 
they get older? A.—Yes. 

Q.—Then the proportion in your 
company is unfair to the young man? 
A.—As against other companies, but 
not as against the tables. 

Q.—That change in the table is, 
i suppose, the result of the strenvonus 
comnetition to get business? A.— 
Partlv: largely so. 

Q.—Yon have adopted a ‘different 
method of loading your policies from 
the ordinary companies? A.—Yes. 
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Q.—Instead of adding a percentage 
to the premium you add-on a con- 
stant quantity, $5 every time? A. 
—That is right, and by reason of 
that we get a cheaper rate for the 
older men. 


Q.—And as compared with other 
companies you are charging that to 
the young man? A.—Yes, but then 
we don’t charge the young man any 
more than the other companies do. 

Q.—By comparison you do? A.— 
On the percentage basis we would, 


Q.—You have policies also for $250 
and for $500? ##A.—Yes. 


Q.—Would your loading on tlose 
be in the same proportion as a pol- 
icy for $1,000 or $2,000? A.—Just 
the same. 

Q.—That is not usual? A.—I don’t 
know that it is. With us it is. 


Q.—What is the usual way? A. 
—I don’t know that the other com- 
panies do anything with any policies 
less than $1,000. 

Q.—If they do, do they not add on 
about 25 per cent.P A.—Industrial 
companies do, but not the older, not 
the Government line companies, the 
level premium companies. 


Q.—I have been informed that al- 
most all companies do that by reason 
of the large amount oi work in col- 
lecting the small premiums? A.— 
Well, that is not true, for this rea- 
son. You take in all the ordinary 
level premium companies and_ they 
give the rate per thousand, if you 
ask for a $500 policy they will divide 
the rate in two, so that the loading 
is not any heavier for a $500 policy 
than it would be for $1,000 as to the 
amount. 

Q.—You have applied the same 
principle down as low as the $250 
policy? A.—Yes, it is proportionate 
with the $1,000 ‘policy all the way 
through. 


Q.—Take lapsed policies, you say 
there were 114 policies lapsed in the 
first year, amounting to. $454.90 
amount received in premiums. Pol- 
icies one year in existence 105 lapsed ; 
policies two years in existence, 15 
lapsed; three years in existence 11 
lapsed : and four years ‘‘policy re- 
duced.’? What does that mean? A. 
—Reduced to a smaller amount. 

Q.—Five of them. That shows the 
large percentage lapse in the first 
year P A.—Yes, first and _ second 
year. The first is the worst. 
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Q.—Is that due to rushing in busi- 
ness at the end of the year? A.— 
No. 


Q.—Is it not the fact that most of 
your policies that lapse are policies 
written in November and December? 
A.—No, these policies are on the 
books at the end of the year, always, 
because they are covered by the note, 
if the premium has not been paid in 
cash. They lapse in the next year 
if the note has not been paid. 


Q.—Still a large number lapse in 
the second year, 105 by comparison 
with 114 in the first year? A.—Yes. 

Q.—Does not that indicate a very 
strong effort to get business at the 
end of the year? A.—Well, I don’t 
know that it does. Our business is 
perhaps smaller in December than in 
other months. 

Q.—Do you offer bonuses to agents 
to get business in? A.—None what- 
ever. 

Q.—I suppose you have not done 
much of that because you have felt 
the necessity of going slowly, having 
regard to your financial position? A. 
—Yes. 

MR. GEARY: I have no questions, 
your honor. 

MR. TILLEY: I would ask your 
honors to adjourn to Waterloo to- 
morrow at 12 o’clock and I think 
probably it would be well that no de- 
finite date be fixed for Toronto at 
present. We might be at Hamilton 
on Monday. 

(At 4.45 p.m. Tuesday, 10th July, 
adjourned to 12 noon on Wednesday, 
llth July, 1906, at Waterloo.) 


FIFTY-THIRD DAY. 
MORNING SESSION. 
Waterloo, Wednesday, July 11th, 1906. 


MR, TILLEY: I propose to take 
up the Dominion Life Insurance Com- 
Pany first. 


DOMINION LIFE INSURANCE 
COMPANY. 


THOMAS HILLIARD, sworn, ex- 
amined by 

MR. TILLEY: Q.—yYou are the 
Manager, and I believe you are also 
the President of the Dominion Life 
Insurance Company? A.—Yes; I 
have been President since April of last 
year, and Manager from the begin- 
ning. 

Q.—You were the first Manager of 
the Company’ <A.—Yes, 
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Q.—Were you the promoter of the 
Company? A.—Yes, I think I might 
call myself such. I obtained the 
greater part of the stock that was 
subscribed. Of course in a case of 
this kind there are other people in- 
terested and helping, but I was the 
promoter. 

Q.—You were the person to sug- 
gest the formation of the Company 
possibly ? A.—I am not quite sure 
of that. The first suggestion arose 
amongst a group of four or five per- 
sons who talked accidently about the 
matter, and a suggestion arose out of 
it, I could not say who was the ori- © 
ginator. 

Q.—Did tthese persons all become 
Provisional Directors in it? A.— 
Most of them did. 


Q.—What was your occupation be- 
fore the formation of the Dominion 
Life Insurance Company? A.—Im- 
mediately before I had been in the 
Agency Department of the Temper- 
ance & General Life. 


Q.—What work were you doing 
there, the ordinary agent’s work? A. 
—They called me Inspector, it is real- 
ly a special and general agency and a 
kind of superintendency without that 
title; I was appointing agents and 
helping them. 

Q.—How long had you been in that 
position? A.—Somewhat more than 
a year, a year and not quite a half. 

Q.—Prior to that what work were 
you engaged inP A.—I was pub- 
lisher of the Waterloo Chronicle. 

Q.—Had you had any other insur- 
ance experience than you say in the 
Temperance & General? A.—No, ex 
cept this perhaps that as I did a good 
deal of printing for the Mutual Life 
of Canada, then the Ontario Mutual, 
and was well acquainted with the 
Manager, I used as a matter of cur- 
iosity to do a good deal of calculat- 
ing, and in some degree got familiar 
with actuarial work without really in- 
tending to make it my business as a 
matter of interest. 

Q.—I understand you never had any 
experience in the Head Office of an 
Insurance Company? A.—No, I have 
none. 

Q.—Nor any actuarial experience 
except the work you did of the kind 
you have mentioned? A.—As soon as 
I associated myself with the Temper- 
ance & General in the field I procured 
some actuarial books and began to 
study. ; 

(J.—What position did you assume 
in the Dominion Life when it was 
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incorporated P 
ing Director. 

Q.—Did the Dominion Life employ 
any actuary when it was first incor- 
porated? A.—No, none but myself. 

Q.—You commenced doing the act- 
uarial work? A.—I took the respon- 
sibility of that from the beginning. 

Q.—Have you continued to do such 
actuarial work as has been required 
in the company since? A.—Yes, I 
may say in the sense of being respon- 
sible, I have gradually of course as 
one might naturally suppose, in the 
pressure of other duties, parted with 
the detail of these duties to others 
trained in the office, and had the di- 
rection of it. 

Q.—That is to say you have de- 
veloped an office staff in the years 
the company has been carrying on 
business? A.—Yes. 

Q.—What is the extent of that staff 
at the present time? A.—The whole 
staff or the office? , 

Q.—No, the actuaria] staffP A.— 
Well, there are three persons who do 
more or less actuarial work. 

(J.—None of them, I suppose, per- 
sons who have passed any examina- 
tions? A.—yYeg sir, one, Mr. Hall 
has a degree. 

Q.—What degree? A.—Associate 
of the Institute of Actuaries. 

Q.—So that he is ‘in progress 
through the actuarial studiesP A.— 
Yes. 

Q.—To what extent did you find 
yourself handicapped in carrying on 
the business in the early years, if at 
all, in the actuarial branch? A.— 
Did not find any special difficulty. 


Q.—How would you fix your rates 
at that time? A.—I did it by a cal- 
culation and by the examination of 
other companies’ rates as a test and 
check upon my own work. 

Q.—I suppose it would be fair to 
say the rates would be fixed more to 
meet the rates of other companies 
than by any mathematical calcula- 
tions of your own? A.—Both, I made 
all the calculations from the very bot- 
tom up; including the commutation col- 
umns which I suppose you know are 
the modes by which you classify, and 
then I tested that by the examination 
of the rates of other companies, per- 
haps ten or twelve of them, those with 
which we were in competition, so that 
both influences were regarded, neces- 
sarily so. 

Q.—Did you as a result get higher 
rates for any policies or plans or ages 
than other companies? A.—I have 
not caught the point. 


A.—That of Manag- 
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Q.—If you worked it out according 
to your own calculation did that bring 
you to a point where you had higher 
rates than the other companies that 
were then carrying on business? A. 
—The rates we adopted were about 
the same as— 

Q.—Did you have them higher in 
any case, or were not they a little 
lower all the way through? A.—Some 
cases they were a little lower and 
Some cases a little higher. 

Q.—There were some cases they 
were higher? A.—I think so, I speak 
now from memory; I would rather 
make the comparison before I would 
swear to the last being accurate. 

Q.—Did you at the time of the in- 
corporation of the company discuss 
the best mode of obtaining corporate 
existence for a life insurance com- 
pany whether by letters patent or 
under the Ontario Act, for instance, 
or by private Act of incorporation— 
was that discussed at the time? A. 
—Amongst the promoters? 

@.—Yes? A.—It must have been, 
I have no particular recollection of 
it more than that I advised the pro- 
curing of a Dominion Act of Incor- 
poration and coming out as a Dom- 
inion Company at once, and ‘tthey 
agreed with that; I don’t remember 
that there was much discussion about 
it. - 

Q.—That would carry your judg- 
ment to-day, I suppose? A.—Yes. 

Q.—Why would you say that that 
was the better mode of obtaining cor- 
porate existence, because we have had 
Some companies in recent years that 
commence by taking letters patent? 
A.—It apears to me that does not 
give a company standing along with 
the same class of companies that hold 
their corporate existence by Act of 
the Dominion Parliament, not re- 
garded by the public as favorable. 

Q.—Not regarded by the public as 
so substantial? A.—No, I think not; 
you can get letters patent, or perhaps 
I should put it this way—I am not 
sure about letters patent—we can get 
incorporation by the Act of the On- 
tario Legislature and put up a small 
capital and a small deposit, thus be- 
gin in a small Provincial way, but 
that does not give the same standing 
in the public mind as the Dominion 
License with its heavier requirements. 

Q.—It is a matter of the view that 
the public take of the company that 
permits ‘you to give that reason? 
—That is one reason. The other side 
of it is if you want the confidence 
of the public you must deserve it, and 
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put up sufficient security to deserve 
it. 

.—Put up sufficient security as 
you are required to do under the 
Dominion Act? A.—Yes, and not re- 
quired under the other. 

Q.—The same security is not re- 
quired under the Ontario Act? A.— 
No. 

Q.—As a matter of practical man- 
agement of the company’s affairs have 
you ever considered the advantage or 
disadvantage from the different modes 
of incorporating? A.—I do not know 
that I have given that point any 
special consideration; it did not seem 


to be practical, it seemed to be an-. 


swered in the other. 

Q.—In the latitude that is allowed 
in the management and the conduct 
of the business is there anything that 
appears to you by one mode that 18 
not so favorable in the other mode? 
A._I have {not given that subject 
suficient consideration to give an 
answer of value. 

Q.—In the case of your company 
you carried it through in the only way 
that seemed to have been thought of 
at the time, that is by a Dominion 
Act? A.—It seemed to be the best 
way. 

Q.—Did you draft the ActP A.— 
Yes, I drafted the Act and submitted 
it to our solicitor. 

Q.—Did you have before you some 
other ActsP A.—Yes. 

Q.—Do you remember what parti- 
cular Acts of Incorporation you con- 
sidered at the time? A.—It is a 
good while ago, about 18 years ago, 
I am not sure I can tell; I think I 
had the Manufacturers’ Act before 
me, I believe I had the Act of our 
neighbors the Mutual Life, which of 
course did not apply in every respect, 
I believe I had the Act of Incorpora- 
tion of the ‘temperance & General, 
but I am not quite sure about that; 
I know about the other two. 

Q.—Were there any amendments 
made to the Act after you had draft- 
ed it? A.—Nothing of any conse- 
quence; a word or two was suggested 
by Mr. Fitzgerald I think, and a 
word or two—I don’t remember what 
the point was, I think it was rather 
verbiage than anything else, by Mr. 
Hartney, a clerk of Private Bills at 
the House, but no material change. 

Q.—No question was raised between 
you and the Department about want- 
ing some privileges the Department 
thought you should not have? A.— 
No question discussed in that way that 
T can recall, except perhaps one Mr. 
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Fitzgerald suggested, that it might 
be wiser to make our paid-up capital 
$1Uu,000 at once instead of $62,500, 
which was fixed in the Act as drafted, 
and we talked over that a little while, | 
but ‘he finally agreed to accept the 
Bill as it was, but this is perhaps too 
soon— 

(.—No; was there anything else that 
was discussed besides that then? A. 
—I think not. 

Q.—Mr. Fitzgerald’s only idea there 
I suppose was a matter of expediency ? 
A.—A matter of stability, and the 
fact that the Manufacturers’ Life 
had been incorporated two or three 
years before, and they had required 
$100,000 paid up there, and he said it 
might be difficult to get the Banking 
& Commerce Committee to agree to 
an Act with a smaller capital than 
they had asked of the others; that I 
think was the point, but they did 
pass it through. 

{.—Without the question being 
raised? A.—J do not say about that; 
without its being used to block the 
Bill at all events. 

Q.—You obtained’ an Act in \the 
year 1889? A.—Yes sir. 

Q.—I'he persons who became incor- 
porated were for the most part resi- 
dents of Waterloo, or in the vicinity 
of Waterloo, local people? A.—Yes, 
| think you have the names there, 
about half of them I, suppose— 

_ Q.—Of Waterloo; some one I notice 
in Listowel, and so on; so that your 
idea at that time from this appeared 
to be to organize a company which 
would have a strong local influence 
here? A.—Yeg sir; the local men 
had started, they had backed me in 
the matter, and necessarily desired to 
hold fairly strong local influence. 
_Q.—Were you considering at that 
time the ease with which you might 
get subscriptions for stock here in 
this neighborhood, or was it because 
you thought it was the better place 
to make the head office of the Com- 
pany in the conduct of the business? 
A.—Both; we thought that there were 
some advantages from the standpoint 
of the general interest of the company 
in being located in a comparatively 
small town, especially in the early 
years of the company when expenses 
are a very serious matter. We recog- 
nize of course that there are advan- 
tages in favor of a city location too. 
; Q.—But there are some advantages 
In being in a small town? A.—There 
is a balancing above in the direction 
of economy in favor of the country 
town. 
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.—You have had no _ reason to 
change your mind as to the wisdom 
ot that step? A.—No, it hag not 
been changed at all events. 


Q.—Your mind has not been chang- 
ed, or the Head Office, which? A.— 
Neither. 


Q.—Had you when you got the Act 
of Incorporation obtained at that time 
subscriptions for stock? A.—Some of 
them were obtained in a provisional 
sense; we had to go over the field 
again and get them to subscribe in 
reality and formally and legally after 
we had a legal being. 


Q.—After they had an actual en- 
tity they agreed to take stock in it. 


Q.—The second section of the Act 
gives you power to carry on the busi- 
ness of life insurance in. all its 
branches; and the third section pro- 
vides that the capital shall be one 
million dollars divided into shares of 
$100 each; the stock has never been 
increased, has it? A.—That is the 
authorized stock, no. 

Q.—In fact you have never’ gone 
back to the Legislature to get any 
amendment of this Act? A.—WNo sir, 
we reached perfection at a bound in 
that respect. 

Q.—Section 4 provides (reads). Had 
you appointed any persons to be trus- 
tees of the money you were receiving 
on the stock? A.—No. 


Q.—There were no payments until 
you were able to pay it into the com- 
pany? A.—It was paid in the first 
place to a chartered bank. I think 
—I am speaking now from a some- 
what vague memory—I think a reso- 
lution of the Provincial Board pro- 
vided for that; it was paid in to the 
credit of the company into the Mol- 
son’s Bank, which was then the only 
chartered bank fin, this town, ‘and 
held there until the company could 
be legally organized to take charge of 
the same. ; 

Q.—Did you obtain the majority of 
the subscriptions personally? A 
Yes, a very considerable majority of 
them. 

Q.—Did any person else try to 
get subscriptions as a paid agent of 
the company? A.—No. Those asso- 
ciated with me of course spoke to 
their friends, in that way made it 
easier, and through ‘heir influence 
a good deal of the stock was obtained, 
in fact when six or seven of us 
agreed to start the organization we 
put down preliminary subscriptions of 
some $60,000, or one-quarter of the 
whole, one-quarter of what was re- 
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quired practically was put down 
around the table on the spot. 
Q.—How much? A‘—I am not giv- 
ing it as evidence. 
Q.—I think I would rather have it 
as evidence? A.—I meant it to be 
an interjectory remark. 


Q.—That is to say the persons who 
were forming the company subscribed 
for a certain amount of the stock 
themselves? A.—yYes sir. 


Q.—How much do you say” A.-- 
My recollection is that they met to- 
gether, started with $50,020 sub- 
scribed on the spot by the men pre- 
sent, some six or seven in number. 

Q.—Did they continue to hold that 
stock? A.—With one exception I be- 
lheve they did. 

Q.—It was not a subscription made 
just for the purpose of having some- 
thing entered up in the book? A.— 
No, it was genuine. 

Q.—It was a genuine real subscrip- 
tion for stock? A.—Yes, it was in- 
tended by each man, and certain cir- 
cumstances rendered it inadvisable 
for one of them to go on. 

Q.—Were you paid a commission on 
that stock you got subscribed? A.— 
No sir...) ¢ 

Q.—Were you paid anything for 
your services in organizing the com- 
pany? A.—When the company had 
been organized and we opened up for 
business an allowance of $800 was 
made to me in addition to the actual 
travelling expenses which had been 
passed from time to time by the pro- 
visional committee. 

Q.—Taken out of the fund? A.— 
That is the preliminary expense ac- 
count which you will see $800 was the 
allowance made for my labors for the 
year that was spent in getting the 
stock and getting the company put in 
working order. 

Q.—Other than that sum of $800 
was anything paid to you except your 
actual out-of-pocket expenses? <A.— 
No sir, not a dollar. 

Q.—Was anything paid to the other 
Provisional Directors in connection 
with the incorporation of the com- 
pany? A.—Nothing whatever. 

Q.—No consideration for them be- 
coming shareholders or directors? A. 
—None whatever, no consideration 
whatever. Probably somebody might 
have got his little fare to Toronto on 
some trip of business; that of course 
is not intended by your question? 

Q.—No? A.—There was not a dol- 
lar paid anyone in the way I under- 
stand your question to signify. 
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Q.—Nothing paid for his services? 
A.—None whatever. 

Q.—Did you have any agreement 
with parties who were subscribing as 
to any future position in the com- 
pany? A.—An understanding simply 
that if this company was brought into 
being I was to be the First Managing 
Director. 

Q.—Was there any understanding 
with any persons as to what positions 
they would occupy in the company? 
A.—Yes, at some stage Mr. Trow, it 
was understood was to become Presi- 
dent. . ‘ 

Q.—He was a member of Parlia- 
ment? A.—Yes sir. 

aot he become President? A. 
—Yes. 

Q.—Was any salary attached to the 
position of President at that time? 
A.—No sir. 

Q.—During his time was there any? 
A.—I am not quite certain whether 
he received $100 the last year of his 
Presidency or not; I am not quite 
sure; it was a trifling amount at all 
events. 

Q.—There was no agreement with 
him then as to salary he was to receive 
as soon as the company was formed? 
A.—No sir. 

Q.—Any other persons here? A.— 
No agreement with anybody about re- 
muneration; I had none myself. I 
was dealing with gentlemen who would 
be fair and reasonable, and I trusted 
to their honor. 

Q.—No agreement made by you re- 
garding your compensation at that 
time? A.—No. 

Q.—Nor the term of your engage- 
ment? A.—No. 

Q.—For how long were you en- 
gaged? A.—I suppose I am engaged 
by the day. 

Q.—There is no contract? A.—No 
contract whatever; I have not any 
yet. I am elected at the annual meet- 
ing, or in connection therewith, by 
the Board, and the remuneration is 
fixed by resolution from year to year. 
I am not sure as a matter of law 
whether I had a yearly contract or 
not. I have no contract of any kind 
indeed: I think I could be dismissed 
if they wished. : 

Q.—The fifth section provides 
(reads). Did you get the $250,000 be- 
fore you called the imeeting? A.—Yes 
sir, something over. 

Q.—Did you have 25 per cent. of the 
enone paid into some bank? A.— 
res, 

Q.—Was it paid by the sharehold- 
ers themselves? A.—Yes sir, in actual 


6 EDWARD VII., A. 1906 
Dominion Life (Thos. Hilliard Ex’d.) 


cash to the amount, if my memory 
serves me rightly, of $63,100 or $63, 
200, so that it was over the 25 per 
cent., that is to say we complied with 
every condition of that Act. 


Q.—The shareholders by this  sec- 
tion are entitled to vote in person or 
to vote by proxy? A.—Yes sir. 

Q.—That provision still remains 
with your company of course? A.— 
Yes. 

Q.—And the directors must have 20 
shares of stock to qualify? A.—Yes. 

Q.—So that you have no provision: 
in your company for policyholders hav- 
ing a director on the Board? A.— 
No. 

Q.—A person qualifying merely as 
a policyholder would not be eligible? 
A.—No, he would not be eligible un- 
less he held 20 shares of the stock. 

Q.—You have no provision in your 
charter for giving the policyholders 
a vote? A.—No. 

Q.—Was that considered at the 
time you drew the Act? A.—Yes, I 
suppose it was considered; I don’t 
know that there was any debate upon 
it, but like everything else it received 
consideration and was settled in the 
way you have observed. 

Q.—Had you any ideas on that sub- 
ject? A.—Yes, I have some ideas on 
that subject. 

Q.—Had you then? A.—Yes. 

Q.—And those ideas are the same 
as you now have? A.—Yes, my ex- 
perience has not changed them at all. 

Q.—What ideas had you in regard 
to that? A.—I considered that the 
giving of policyholders’ vote might be 
a very good appeal to the gallery, but 
could not go much further., . 

Q.—Why not? A.—Because the 
policyholders as a body cannot pos- 
sibly control the affairs of the com- - 
pany for several reasons, one of which 
is they are scattered over the entire 
earth. We receive, even a_ small 
and comparatively young com- 
pany, we receive premiums from 
every quarter of the world through 
the removal of our __ policyhold- 
ers largely, not that. we are do- 
ing business outside of Canada, but, 
for example—this is only a coinci- 
dence—one day I received a premium 
from Japan, one from the heart of 
China. and one from Mow, in the 
very interior of India. The same 
mail, the same day, brought those 
three premiums, and it’ just shows 
you how people scattter. Of course 
that may never occur again. Because 
they are scattered they cannot com- 
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bine and consult together so as to ex- 


ert a real control over the company. If 
that be true, this giving them appar- 


ent control is only playing with them 


it seems to me. I am speaking now of 
a stock sompany, not a purely mutual 
company. We are {not discussing 
that now at all. We are speaking of 
the effect of giving in a stock com- 
pany policyholders an apparent con- 
sideration which cannot be genuine, 
and I prefer not to play to the gal- 
lery, and not to humbug people; I 
hoe we should give it straight and 
air. 

Q.—The public stand a_ certain 
amount of humbugging? A.—TI sup- 
pose they do. 

Q.—No insurance company could 
get along without a lttle humbug- 
ging? A.—We are trying to do with- 
out it. 

Q.—As far as you can? A.—Yes, 
as far aS we can. 

Q.—Using it just for a necessary? 
A.—No, I do not admit that. 

Q.—The right to vote, I suppose, 
determines the right of policyholders 
to attend a meeting? A.—It would. 

Q.—And be heard at the meeting? 
A.—Yes. 

Q.—To express his views if he has 
any? A.—Yes. 


Q.—If he has no right to vote he 
would be ruled out of order in attend- 
ing the meeting at all—it becomes a 
meeting of shareholders and not a 
meeting of shareholders and _ policy- 
holders? A.—Yes, it is a meeting 
of shareholders, that is really what 
it is. 

Q.—And you suggest this, that there 
is nothing but playing to the gallery 
in giving persons who have policies 
of insurance with interest in the pro- 
fits of the company, who are concern- 
ed in the management of it, a right 
to come to a meeting and hear what 
is being done and express their views 
and vote in so far ag they are able 
to vote—do you think that is humbug- 
ging the public? A.—If the policy- 
holders were all within a convenient 
distance of the office and could attend 
there would be a great deal more ar- 
gument; but the great body are out of 
reach and it would be impossible for 
them to attend. 

Q.—Why keep away those that are 
near the office? A.—As a matter of 
fact we would not, but you are speak- 


ing of rights now and so am I 


Q.—I think we ought to deal with 
the rights, because what you would 


do in a hypothetical case is not much 
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use. What objection would there be 
to that—there would be no element 
of nonsense? A.—There would be no 
objection made in practice, but as 
you are confining the question to 
rights, they have not under our con- 
stitution any such right. 

Q.—And probably they would be 
only giving it as a matter of cour- 
tesy so long as criticisms did not af- 
fect the management, is not that 
right? A.—I don’t know, the case 
has never arisen. 

Q.—You can hardly imagine a 
Board of Directors or a Manager of 
a company who are able to control 
the situation permitting a _ policy- 
holder to come to an annual meet- 
ing of the company and raise some 
complaint about ‘the management 
which will be spread broadcast—you 
cannot imagine that, can youP A. 
—Yes, I can. 


Q.—Then if he has no right to be 
there you think they would allow 
him that courtesy? A.—I think so, 
I think we would be very glad to, 
and very glad to answer his objec- 
tions and disabuse his mind of any 
misunderstanding he might have. It 
would be good policy to do that. 
We would look at it from that point 
of view. 

Q.—That sort of man is usually 
regarded by the management as a 
crank, it not he? A.—He may be, 
or he may be mistaken over some- 
thing. 

Q.—But he is always treated as 
a person who has mistaken views 
who cannot be very well set right? 
A.—Even a crank should be treat- 
ed with courtesy, and the more the 
better. 

Q.—But is not that the way that 
a person who believes he has a 
grievance against the Management, 
and feels that the Management is 
not right, is not that the way he 
would be apt to be treated, regard- 
ed as a person who is trying to make 
a stampede on the company? A.— 
I can only answer for myself; if the 
man was at all reasonable we would 
endeavor to meet him in the most 
courteous way ‘possible. 

Q.—But you would be the one to 
decide whether he was reasonable or 
not? A.—Yes, we would have; there 
has to be a power to decide some- 
where. 

Q.—You know, do you not, that 
many companies regard it as an op- 


portunity, I think they describe it, 
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to stampede a company, to have poli- 
cyholders with a right to vote? A. 
—I am not sure that that considera- 
tion has been brought before me so 
strongly, the fact that there are 
mutual companies that have no stock- 
holding interest whatever, and _ that 


the policyholdets themselves have: 


still, nominally at least, a control 
there would shut off that argument 
at once. 

Q.—Is not that an argument that 
is made, have you not heard Mana- 
gers of stock compajnies say thiat, 
that they would never allow policy- 
holders to vote in their companies, 
they only cause disturbance? A.— 
T have not heard it. Possibly you may 
have met with it in this Investiga- 
tion. JI have not observed that. 

Q.—We have met with almost 
every view on that subject; as a mat- 
ter of fact is there any good reason 
why the policyholder should not be 
able to assert his view in your mindP 
A.—I don’t know of any good reason 
why he should not be able to assert 
his view, 

Q.—And is not the annual meet- 


ing the proper place for him to go’ 


and ido iibP i A\--T  think )thativthe 
difficulty of giving him any real con- 
trol still remeins; policyholders as 
a rule may not get, but a clique may, 

Q.—You say they cannot exercise 
much control by reason of being scat- 
tered, is not that all the more reason 
for giving them some voting power, 
which is the means by which a man 
expresses his view?, A.—How can 
you make that voting power effec- 
tive in any ordinary way? I do not 
see how. 

Q.—You put in two question 
A.—To improve the management if 
there be anything wrong what can 
the scattered policyholders say? 

Q.—They cdn come to a meeting 
and discuss openly? A.—They can- 
not come from the ends of the earth 
to the meeting, only a few at the 
most, 

Q.—A few could be heard, you 
would not want them all in any case? 
A.—The voting power if it could be 
exercised by all, that would take them 
all in. 

Q.—It does not depend entirely on 
the voting power, it depends on the 
right to come there and publicly state 
what a person has to say regarding 
the company’s management in which 
he is interested; if he has that right 
it might serve to exercise a whole- 
some influence, might it not, on the 
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Management? A.—I don’t see how 
it could be made useful. 

Q.—Did you ever consider having 
policyholders vote by mail? A.—I 
did not, because of the same reason 
as before, that combined action by 
the whole body seems impracticable, 
and voting by mail would be very 
expensive, and result in no useful 
effect that I can conceive of. It in- 
volves a good deal of machinery and 
a good deal of cost. 

Q.—If a proposition were made to 
give policyholders a vote in your 
company would you object to itP A. 
—I think it would be useless or 
worse, because it would be expensive. 

Q.—Now then, the answer to the 
question? A.—Put it again, I thought 
I was answering it. 

Q.—Would you object to it? A.— 
Yes, I would object to it on that 
ground, 

Q.—Would you take that stand and 
defeat it so far as possible? A.— 
I don’t know how much effort I 
would put in to defeat it, but my 
judgment is not in favor of it; that 
is the best answer I can give. 

Q.—Have you ever had any experi- 
ence of voting by proxy amongst 
policyholders? A.—No. 

.Q.—It is said that is sometimes 
used injuriously to a company, do 
you know whether that is so? A.—I 
have no experience along that line; 
this is a company not giving that 
vote, and we have not experience, 
and it would not be fair to theorize 
about other people. 

Q.—Section 6 provides (reads). 
Was that section observed literally as 
to payment in, and each shareholder 
paying in his ten per cent. and so on? 
A.—25 per cent. ; 

Q.—But the section says, must be 
ten per cent. at least by each share- 
holder; from what you said before 
that would be so. You said all share- 
holders paid it in, and it was paid 
in in cash up to sixty thousand? A. 
—Up to'the required amount. There 
were a few shareholders that did not 
pay on time, and there were a few 
others that did not pay: at all who 
had subscribed, but the amount re- 
quired by the Act was literally com- 
plied with in the gross sum, and a 
little over. 

Q.—What importance did you at- 
tach to this provision in the Act at 
the end: ‘‘Provided further that the 
amount so paid in by any shareholder 
shall not be less than ten per cent. 
upon the amount subscribed by such 
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shareholder’? A.—Speaking from 
memory, I think no one who did pay 
at all paid less than ten per cent. 

Q.—Supposing he did not pay at all 
would that proviso be complied with? 
A.—Those shareholders who did not 
pay at all—there were four or five 
of them I think in all—were reliev- 
ed, and their stock subscription was 
cancelled by a by-law perhaps about 
two years after the organization of 
the company. We had given them 
sufficient time. We have not sued 
anybody on his shares; we simply let 
them go; we had enough without 
them, 

Q.—Without those you still had the 
necessary amount subscribed? A.— 
Yes, we complied with the Act in get- 
ing the amount, 


Q.—And there were no discounting 
of notes in order to have that appear 
to be paid in cash? A.—No, we did 
not discount a note. The payments 
were actually in cash as there stated, 
and I don’t know of any language 
to say it more clearly, they were 
actual payments in cash by each in- 
dividual as shown in the blue book. 

Q.—Then it says: ‘‘The number of 
directors shall not be less than nine,”’’ 
etc. (Reads to the word ‘‘quorum.’’) 
Do you know why insurance compa- 
nies have to limit the number of 
directors instead of having an exact 
number as other corporations do? It 
says not less than nine nor more 
than twenty-one; why was that large 
variation in the number of the di- 
rectors? A.—It has been found con- 
venient in practice. In the first place 
in starting a company, as human na- 
ture is. some of the larger shareholders 
expect to have places on the Board; 
in fact it is held out to them as an 
inducement. Speaking from memory, 
and subject to being perhaps one 
astray, I think we _ started with 
18; the return made to you would 
show that. The 21 was fixed at a 
tolerably high limit so that we might 
admit everybody we desired to ad- 
mit. It was partly in order to make 
it possible to get the stock, and to 
get the stock subscribed at certain 
points where we would like to have 
loral influence; that can be easily 
understood. 

Q.—It is a provision that is there— 
A.—In order to facilitate the starting 
of the institution. 

Q.—To get the stock subscribed ori- 
ginally? A.—Yes. 

Q.—And I suppose to be able to get 
on the Board persons with substantial 
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local influence? A.—Yes, a man of 
means whose name and standing in 
the community would carry weight 
and lend respectability and strength 
to the company. 

Q.—It is not required in any way 
that you know of for the purpose of 
the proper management of the com- 
pany? A.—No. 

Q.—It is a species of means to ex- 
tend the business and get the stock 
subscribed by advertising the name 
of this person as a director? A.— 
Yes, as far as the management is con- 
cerned it is no secret if I say bluntly 
the Board of Directors are not the 
Management; it hires a man to do 
that, and it keeps control of him and 
sees he does it, within certain limits, 
the right thing. The Board cannot 
manage in detail. 

Q.—How many directors have you 
at the present time? A.—Thirteen. 

Q.—And five is still a quorum? A. 
—Yes. 

Q.—How many directors do you 
usually have at your meetings? A.— 
Generally I think all, untess some 
accident detains somebody; as a rule 
we have a full attendance. 

Q.—You must give fair fees, do you 
for directors—did you increase it to 
14 last meeting? A.—We added one 
last meeting, yes; most of the changes 
have taken place by reason of that— 


MR. GEARY: I see in the by-laws 
that it be increased to 14? A.— 
Then allow me to correct that answer, 
it should be 14; it was 13 until the 
last meeting. 

Q.—Are these people all local 
people? A.—No. 

Q.—You must give them fair 
fees for attendance? A.—I do not 
know, I am not judge of that. 

Q.—What do you allow? A.—May 
I go backP 

Q.—yYes? A.—There was a time 
when they did not get any, the first 
meeting of all worked cheap, and then 
they got $3 for attendance plus actual 
travelling expenses; then it was rals- 
ed to five some vears later, and after- 
wards to ten and it now stands at $15. 

Q.—So that it has gone from noth- 
ine up to fifteen? A.—Yes. 


Q.—Then besides the $15 do you 
pav actual travelling expenses? A. 
—Yes, we pay a mileage of ten cents 
a mile one way, that is supposed to 
cover the hotel bill as well as mileage; 
no other allowance but the mileage 
and the fee. i 

Q.—That shows progress in that di- 
rection? A.—In the right direction. 
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Q.—In that direction? A.—You 
asked me a moment ago about locality, 
I have the list before me just now. 

Q.—Will you just read them? A. 
Thomas Hilliard, President—I will 
give you the Waterloo Directors first. 

Q.—No, never mind? A.—Vice- 
President, P. H. Sims, of Toronto, S. 
B. Bricker, Waterloo; Hon. James 
McMullen, Mt. Forest. The other 
directors are: David Bean, Waterloo, 
W. Vandusen, Toronto; Walter Wells 
of Waterloo; the next one Mr. Col- 
quhoun of Berlin is dead—I think 
that changes my answer back again 
to the 138. Then Thomas Gowdy of 
Guelph; Hon. S. Merner, Berlin; 
George D. Forbes, Hespeler, W. T. 


Parke, M.D., Woodstock, Thomas 
Trow, Stratford, A. J. Andrews, 
Winnipeg. 


Q.—Does Mr. Andrews get ten cents 
a mile for all Board meetings? A.— 
Yes, he comes once a year; there is 
an understanding with him about 
that, that he won’t come too often. 


Q.—Is he connected with the com- 
pany in any way than as a Director? 
A.—Yes, he has been connected in this 
way, that he has conducted the loan- 
ing business for us in Winnipeg with 
great acceptance for some years, an 
the Board were so well pleased that 
as an acknowledgment of his services 
and in order to have an opportunity 
of meeting him at least once a year 
and conferring with him we elected 
him to the Board; that is the whole 
of that. 

Q.—You felt it of advantage to have 
him on the Board? A.—Yes, of great 
advantage we thought. 

Q.—How often does the Board meet? 
A.—Five meetings in the year, one 
of them being in conection with the 
annual meeting, one before and one 
after, in order to save travelling ex- 
penses. 

Q.—Section 8 provides. (Reads: 
pagee tae that is complied with? A. 
Yes, 

Q.—Section 9 provides that the 
head office shall be at Waterloo, but 
you may have sub-Boards and Agen- 
cies and Branches; have you any sub- 
Boards? A.—wNo sir. 


Q,—Or any branch offices other than 
your agents? A. No, except you 
mean the office occupied by an agent. 

Q.—I was excepting that? A.—No. 

Q.—Section 10 governs the invest- 
ment of funds. Your section in the 
Act is not as broad then as the Do- 
minion Act, section 50? A.—No, the 
Tnsurance Act broadens that some- 
what. 
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Q.—Then you are governed by sec- 
tion 50 you consider? A.—Yes. 

Q.—That that extends the powers 
of any company with smaller powers, 
and does not restrict any with broader 
powers? A.—So we understand it. 

Q.—I notice that your company was 
one of the companies that approved 
of the application to broaden the 
powers of investment? A.—Yes. 

Q.—Was that a matter that carried 
your judgment at the time? A.—Yes. 

Q.—Did you not consider that this 
section ten in your own Act was suffi- 
cient for your own purposes? A.— 
For our own purposes it was, but 
looking at it from the point of view 
from the general interest of companies 
as a whole and not from a mere sel- 
fish or immediate standpoint I agreed 
with the movement to broaden the 
powers of investment. 

Q.—Why did you take a different 
view of the position of other com- 
panies from your own position in that 
regard? A.—Because we do not need 
that at present having only a little 
over a million of assets to deal with, 
and we can do very well with the 
powers we have, but if we had ten or 
fifteen or thirty millions of assets to 
deal with I cannot do as well with 
them as I can with this million, and 
T would feel the necessity of it then. 
Now, then, put yourself in the other 
man’s place and T think the Legisla- 
tion should regard not only my affairs 
but-the busines as a whole. 

0.—Take the larger companies as 
well as the smaller? A.—Yes. 

Q.—And I suppose you would have 
to some extent in vour mind that at 
some time you would be a larger com- 
pany? A.—Yes, or somebody succeed- 
ing us. a Pe 

() —-T mean the company itself be- 
ing a larger company? A.—yYes, in 
short I agree rather with the British 
than the American view; I think the 
Legislation should not be made too 
grandmotherly; you cannot get be- 
hind after all this fact that upon 
the judgment and the character of 
the men who manage the companies 
you depend in the end, no amount 
of legislation can tether you so as to 
make you better than you are, but it 
may make you better or _ worse. 
Broadly the British view of wide 
powers of investment combined with 
the utmost publicity is in my view 
the better. course. 

Q.—What do you mean to convey 
by the expression ‘‘utmost publicity ?”’ 
A.—Possibly that is an unguarded ex- 
pression, but I mean by it very full 
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publicity, the concealment of nothing 
which is material in forming a judg- 
ment of the company. 

Q.—Where? A.—In the publica- 
tion of the accounts. 

Q.—Do you mean they should be 
published as they are now, or do you 
think there should be any full publica- 
tion? A.—Somewhat full I think. 

Q.—In what way? A.—I would re- 
quire some little time to specify dis- 
tinctly the various items. 

Q.—Do you think it should be. con- 
fined as it is now to the sending in 
of an annual return to the Govern- 
ment, is that sufficient, showing the 
condition as it exists on one day in 
the year? A.—TI think that is suf- 
ficient, subject as it is now of course 
to the supervision of the Department, 
the verification perhaps I ought to say. 

Q.—I thought you might possibly 
mean instead of giving information as 
to the 3lst December of each year that 
you would give a statement of all 
movements in securities during the 
year? A.—There would be no objec- 
tion to that I suppose. 


Q.—Would there be any advantage 


in it? A.—None, except it might be 
a check on any attempt at, if I may 
use the term, deception or covering 
up of things that the company might 
not desire to show. 

Q.—You would not think it would be 
altogether an evil to attempt to do 
something to prevent a little decep- 
tion? A.—No, it would not be an 
evil at all, but of course regard must 
be had to keeping it within reason- 
able bounds so as not to add great 
expense or labour unnecessarily. I 
think the present form of return might 
be usefully modified, and-I have no 
doubt the Superintendent is of the 
same opinion, from conversations we 
have had. 

Q.—You think from your discussion 
of the matter he takes the same view 
as you do on that? A.—TI think he does 
on that point. 

Q.—Have you ever made any invest- 
ment that did not come within sec- 
tion 10 of your own Act, or Section 
50 of the Insurance Act since it has 
been in force? A.—I think we did on 
one occasion, that is to say we have 
learned that we did; we supposed we 
were within the limits. I give the 
item at once. Sao Paulo bonds. We 
have been informed, not officially but 
indirectly, that the Department of 
Justice has ruled that that was out- 
side the privileges of the Act, and 
we have since sold the bonds, not 
from any doubt as to their value. 
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We were very sorry to sell them, 
but in order to comply literally with 
the ruling of the Department we 
sold them. 

Q.—And at the usual small profit? 
A.—Yes. We would liked to have 
kept them though rather than sell 
them. That is the only instance I 
think. 

Q.—As to the Sao Paulo bonds you 
regard it as a debatable question? 
A.—Legally I suppose it is; we did 
not have any doubt at the time, we 
believed that when the Act says, 
Companies incorporated in Canada, 
that this company being incorporat- 
ed in Canada was strictly within the 
limits. I think any lawyer would say 
we had ground for holding that view. 

Q.—It would just depend— A.— 
On’ what is debatable apparently, 
and the Department held the other 
way, and we submitted to that. 

Q.—Tell me the amount of the Sao 
Paulo bonds? A.—$10;000. 

Q.—In what year was it, do you 
remember? A.—I am not sure. I 
think it might be 1903. 

JUDGE MacTAVISH: They ap- 
pear in the blue book in your return 
of 1903? A.—That will be right. 

MR. TILLEY: They continued to 
be assets in your hands until this 
last year? A.—Until a few days ago. 

Q:—How long ago? A.—I think it 
was last week. We have been really 
offering them for sale for a couple 
of months to get terms that suited 
us exactly; finally we sold. 

Q.—I suppose it is a bond that is 
listed? A.—Yes, Sao Paulo bonds. 

Q.—It is just a matter of getting 
the market price? A.—Yes, we were 
trying to get a better price. The 
market did not look up, and so we 
let them go. 

Q.—And the Commission was com- 
ing? A.—The Commission was com- 
ing; that did not make any differ- 
ence though; if we had not got the 
price we would have simply told you 
we had them, but we were going to 
sell, because we had determined to 
do that last winter as soon as we 
heard of the decision; you would not 
have done anything else if you had 
been in our place. 


Adjourned at 1 p.m. to 2 p.m. 


AFTERNOON SESSION, 


Resumed at 2 p.m., Wednesday, 
July 11th, 1906. 

Q.—Then, Mr. Hilliard, we were 
speaking about the investment of 
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funds before adjournment, but that 
subject of course is not completed. 
I was just dealing with it as it arose 
in connection with the Act. We will 
refer later to the way in which you 
have invested your funds. You say 
that the only transaction that could 
be considered to be unauthorized 
would be the Sao Paulo bonds, and 
that would be, according to the view 
taken of the wording of the Act? 
A.—yYes, sir; I recall no other. at 
present that could be called in ques- 
tion. 

Q.—Have you had any loans to di- 
rectors or officers of the company? 
A.—No loan has ever been made to 
any director. That includes myself, 
of course. I am g director as well 
as President. One of the officers, or 
rather clerks, in the office has bor- 
rowed on real estate. 


Q.—How long ago? A.—No, that 
was on his policy; that does not ap- 
ply at all; it was not real estate 
at all, 

Q.—I suppose his position as a pol- 
icyholder should not be any worse 
than that of an ordinary insurer in 
that regard? A.—No. I was con- 
fused for the moment, I should not 
have mentioned that. 

Q.—He never had any loan except 
such as he was entitled to under his 
policy? A.—No, nothing else. 

Q.—Has there been any loan to 
any officer or employee of the com- 
pany? A.—I can recall none. One 
of the agents has a loan on real es- 
tate. One of our ordinary canvassing 
agents has a loan in the ordinary way 
on mortgage on real estate. 


Q.—What agent is that? A.—The 
agent at Hamilton. 

Q.—On Hamilton property? A.— 
Yes. 

Q.—How much was loaned to him, 
roughly? A.—$4,000 was loaned to 
him on Hamilton property and pro- 
perty he owned elsewhere. Part of 
that has been paid off. I think it 
is $3,000 now on Hamilton property. 

Q.—Was there a valuation made at 
the time the loan was given? A.— 
Yes. 

Q.—By an independent valuator ? 
A.—By myself. 

Q.—And what proportion did you 
think you were loaning on that pro- 
perty? A.—Three-fourths of the price 
he paid in cash for it. 

Q.—The loan was made at the fime 
ie purchase went through? A.— 

es. 


6 EDWARD VIILI., A. 1906 
Dominion Life (Thos. Hilliard Ex’d.) 


Q.—And you let him have 75 per 
cent. of the purchase money? A.— 
Yes. 

Q.—The security is ample? A.-— 
We think so. I think he got it cheap. 
He got a cash transaction, and tor 
cash he got it, I believe, below the 
ordinary credit sale price. We con- 
sidered it virtually as good as a two- 
thirds advance on ordinary terms of 
sale. 

Q.—Up to what proportion do you 
usually loan? A.—It depends ou tlie 
locality. Round our own section of 
country here we confine ourselves in- 
side of two-thirds of the carefully 
estimated value. 

Q.—lIs: two-thirds the rule you have 
laid down or 50 per,cent.? A.—hat 
is the maximum. 

Q.—What do you aim atP A.-—A 
little below that as a rule; that is 
the maxmum. We try to make it 
50 or 60, along there. Two-thirds at 
the outside. In the North West the 
maximum is 50 and we try to keep 
a little below. We do go as high 
as 50. 

Q.—Then is it right to say that the 
agent of whom you speak got a larger 
loan than any outsider would get? 
A.—A little, I think. 

Q.—And what rate of interest did 
he get? A.—The ordinary rate, 5} 

Q.—He got the same terms in that 
regard as any outsider would get? 
A.—Yes. 

Q.—And you think now that pay- 
ment has been made that the secur- 
ity is quite good? A.—I think so. 

Q.—No danger of loss to the com- 
pany? A.—Not the slightest. I[ 
think the property is worth more 
than it is valued at at the present 
time. 

Q.—How long ago was that mort- 
gage taken? A.—About three years. 
I am not sure of the month, I think 
just about three years ago. 

Q.—Was it a transaction put 
through with reference to any other 
contract with him? A.—No, the 
only other consideration was that we 
were moving him from Cayuga to 
Hamilton, giving him a_ different 
agency. He had to sell his home in 
Cayuga and buy in Hamilton, and 
we assisted him in that way. There 
was that consideration that might be 
mentioned; there was no other that I 
know of. 

Q.—Other than that, have you had 
any financial transactions of any kind 
between the company and any of its 
employees or officers? A.—I don’t re- 
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call any, sir. I cannot think of any 
Just now. You.mean by financial 
transactions loans or something of 
that nature? 

Q.—I mean any sort of a financial 
transaction except payment of his 
wages, any assistance of any kind? 
A.—I don’t recall any case. 

Q.—Have you made advances to 
agents? . A.—We do not make ad- 
vances to agents. 

Q.—Have you never done it? A.— 
I would not like to say never, be- 
cause there might be some _ petty 
~ thing that might come under that 
head, $5 or $10, for some trifling 
matter, but in the general way of that 
term I should say no, 

Q.—Did you have any employee 
that you had to threaten to discharge 
unless he paid the amount due to the 
company? A.—Agents sometimes, 
some few of them have given a little 
trouble in getting final settlement. 
Nothing very serious, however. Noth- 
ing involving serious amounts. 

Q.—In the ordinary accounting to 
the company you meanP A.—Yes. 

Q.—There would be some delay? 
A.—Some little delay. I might call 
your attention to the agents’ balances. 
They appear in the Statement. That 
will pretty nearly answer that side 
of the question; you will see that 
they are very small. 

Q.—How much did they amount to 

at the last report? A.—$747.67. 
- Q.—Is anything written off that 
item before it is brought to that 
amountP A.—Yes, there was a few 
dollars written off last year. Some 
of that has been collected since. 

Q.—So that it will be less than 
$700 now? A,—Yes, T think it will. 
One or two items have gone on ,and 
some have come off this. I think 
the agents’ balances are $100 or so 
less. If this is of importance I will 
send and get the exact figures. 

Q.—No. Was this an agent of 
yours that is mentioned in the min- 
utes? A.—Yes. 

Q.—Was that a loan to him? A. 
—No, it was a balance due. He was 
slow in settling and he was still in 
our employ and we insisted on his 
settling. 

Q.—That does not take it out of 
the answer you gave before that it 
would be an _ occasional necessity 
where vour agent was not paying 
promptly? A.—Just so, and we were 
‘pressing to get him to pay up. T 
would rather that his name would 
not appear in the newspapers. 7e is 
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in business in Ottawa and a reference 
in the papers might be unfair to him. 
It is all settled up. The note is ihat 
pressure was ordered to be made in 
order to get payment and it is unfair 
to have his name published. 

Q.—It would not be unfair if the 
original transaction had been im- 
proper but you say it was money col- 
lected. by him for the company? A. 
—Yes, and he was slow in _ remit- 
ting. 

Q.—Nothing in the way of an ad- 
vance by the company to him? A. 
—-Oh? no, 

Q.—And you decided to enforce 
payment and pressure was brought to - 
bear and it was paid? A.—Yes. 

Q.—I suppose that is not a soli- 
tary instance? A.—I may explain 
that. he gave a mortgage on his pro- 
perty which has been since paid off, 
and in that way settled the amount. 

Q.—That is the sort of transaction 
that every company must meet at 
times in its career? A.—I should 
be glad to meet the exception, if 
there be any, and find out how they 
escape it. 

MR. LANGMUIR: Before you pass 
from the loans I would like to ask; 
there seems to be about $800,000 of 
real estate loans? A.—Yes. 

Q.—What amount of that is in 
Manitoba? And the North West? 
A.—We could give you ‘the exact 
ficures by sending over, but roughly 
half of it. 

Q.—Have you an inspector there, 
a local inspector? A.—No. 

Q.—Who does your inspecting? A. 
—Four or five different persons at 
different points. The larger part of 
these loans are in and near -the city 
of Winnipeg and under the control 
of Mr. Andrews who was mentioned 
this morning as having been elected 
a member of the Board. He is a 
well known barrister there, a mem- 
ber of the firm of Andrews, Andrews 
& Co. 

MR. TILLEY: I might as_ well 
mention that all at this point. Mr. 
Andrews is a member of the firm of 
Andrews & Andrews, solicitors, prac- 
tising there? A.—Barristers, solici- 
tors and so forth. 

().—And the majority of your loans 
in the North West are put through 
by means of that. firm? A.—Yes, the 
large portion at least, of the North 
West loans. 

Q.—They get the applications for 
the mortgages and loans? <A.—Yes, 
through others, I believe. 
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Q.—And they get a commission 
from you? A.—Well, that probably 
goes to the other people. 
~ Q.—Who do you mean by the other 
people? A.—Agents who bring them 
propositions for loans. 

Q.—What rate of commission do you 
pay Andrews & Andrews? A.—One 
per cent. 

Q.—One per cent. on al) mortgages 
that are put through? A.—Yes. 

Q.—Then they collect their fees for 
passing the title from the mortgagor? 
A.—The expenses are collected from 
the mortgagor. 

Q.—Do they report to you on the 
value of the property? A.—Yes. 

Q.—Do you get any independent re- 
port? A.—Not generally. Saving an 
explanation I will give you when 
you come to it. 

Q.—Let us have it now? A.—I go 
there periodically myself and _ look 
over every loan we have got. 

Q.—You would not want to put 
that down as a sufficient check if 
there was anything wrongy. A.—In 
the interval, of course, there would 
be no check. 

Q.—Even with your trip there, 
while that may be very instructive 
and be helpful in discussing matters 
with your Board of Directors, you 
would not attempt to pass on loans, 
would you? A.—TI think I would with 
the experience I have had there now 
to a certain extent. I would, of 
course, fortify myself by independent 
inquiry—I always do—as to values. 

Q.—Independent inquiry in what 
way? A.—Seeing real estate men and 
men in business that I happen to 
know, to get their ideas as a check 
on myself and on Mr. Andrews. 

Q.—If you regard that as essential 
when you are there youyrself, why 
don’t you regard that just as essen- 
tial when they are sending in the 
papers when you are not there, to 
have an independent checkr A,— 
We have found so far that Messrs. 
Andrews are very conservative and 
careful people and in no case have 
we had the slightest trouble. 

Q.—Have you had no loss? A.— 
None whatever. 

Q.—How long have you been lend- 
ing? A.—About four years. 


Q.—You would not expect to find 
a loss in the last four years? A.— 
We do not expect it, of course, be- 
cause w3 believed the matter was be- 
ing worked by trustworthy men. 
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Q.—It has been a period when 
mortgages were being paid there in 
the last four years? A.—Yes. 

Q.—And even though you loaned 
pretty well up to the full value of the 
property you would be paid, would 
you not? A.—Yes, I suppose so, but 
then we do not do that, we keep 
at 50 per cent. or less. 

Q.—That is what I am questioning. 
you about, how do you know you 
keep at 50 per cent, or less? Where 
the persons you employ to supervise 
the transaction from your standpoint, 
are interested otherwise in it? They 
are interested in getting it through? 
A.—Well, I suppose what you mean 
is that we have no independent check 
on them again, is that it? 


Q.—It would strike one that you 
have persons employed there, acting 
for you, whose interest might be a 
little against yours and you have no 
independent check on them? A.— 
Well, I think that their interests are 
on all fours with ours in reality. 

Q.—The more money they lend the 
greater their remuneration? A.— 
They must do the right thing with 
us or they lose our business and that 
business pays them pretty well. 

Q.—Lose it, of course, but not un- 
til conditions change in the North 
West and then when you have’ ascer- 
tained the loss it is too late to re- 
pair it. Is it not sacrificing thor- 
oughness for an inexpensive way of 
carrying on your business? A.—I 
don’t think there is any real danger 
at all, though it may look like it 
theoretically. 

Q.—How do you"® think it looks 
theoretically, without regard to your 
company? A.—Well, on theory you 
should have checks and _ counter 
checks and checks on the counter 
checks again almost ad libitum, and 
yet in practice one or two of these 
checks may be found quite  suf- 
ficient. 

Q.—That may be so. What would 
you say now, without making it so. 
hypothetical as that, about the prac- 
tice adopted by another company, 
where they find as cvareful a manager 
probably— A.—Thank you. 

Q.—While I have no doubt that 
you are watching the money that 
goes out from your company very 
carefully, Mr. Hilliard? A.—I am. 


“I say that sincerely, now. 


Q.—And probably your desire ta 
conduct it in that way leads yon to 
depart from a practice that you would 
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approve of for another company. Is 
there anything in that? A.—What 
is the practice? I think I interrupted 
you. 

Q.—What do you say about this 
practice of sending out to solicitors 
instructions to get applications, pay 
them one per cent. on aii the appli- 
cations they send in, have them value 
the property for you, tell you whether 
you. should make the loan, and then 
collect a fee from you and a fee 
from the mortgagor? A.—Well, if 
these people are thoroughly respon- 
sible and men of good judgment, it 
would work all right, 

Q.—Then you are pinning your 
faith to the personal element, are 
you not? A.—Very largely. 

Q.—And you make yourself an ex- 
ception from what you would lay down 
as a general ruleP A.—At other 


points, if you will allow an inter- ° 


jectional remark, we have g different 
valuator from the man who is putting 
the loan through. In this case we 
are doing it differently. 

Q.—Will you tell me why you are 
doing it differently, except it be that 
Mr. Andrews is a director of your 
company? A.—He was not until a 
few months ago. 

Q.—Did this arrangement exist be- 
fore he became a director? A.—Oh, 
yes. 

Q.—So that his association with the 
company in that capacity was a sub- 
sequent matter? A.—The thorough 
satisfaction of the Board with his 
management of that part of our busi- 
ness there led to the suggestion that 
he be made a director as a sort of 
certificate of our faith in him and 
also to tie him more closely in inter- 
est and in every other way to the 
company’s interest, 

Q.—It is an arrangement that 


would tie him pretty closely, of. 


course? A.—It makes him responsible 
to a greater degree than before. 


Q.—The question is whether it is 
not too much responsibility? A.— 
Yes, I suppose that is the question. 

Q.—How do you arrange for the 
advancing of the money? Do you 
send it to Andrews & Andrews for 
each loan or do you let them keep a 


current sum of money in Winnipeg? — 


A.—No, sir, neither. He sends on 
the papers, sometimes the application 
with valuation and his recommenda- 
tion. Sometimes he completes the 
mortgage and sends all together but 
advances no money, at all events we 
don’t advance any money until we 
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have seen the papers, have passed 
upon the loan and our solicitors in 
turn have given a certificate for the 
title back of his certificate which al- 
ways‘accompanies it, and we then 
send him a cheque for the money, 


Q.—There is no money passes 
otherwise before that time? A.—No, 
I don’t say that he has not made some 
advance on the strength of it going 
through, to the borrower. Personally 
I believe he has done that, some- 
times, 

MR. LANGMUIR: Do you have 
annual repayments of principal on 
the capital of your mortgages? A.— 
No, sir, semi-annual. As a rule with 
very few exceptions, Winnipeg mort- 
gages are drawn this way. 

Q.—I am thinking of farm mort- 
gages as well? A.—Well, usually; 
yes, in the West. 

Q.—And you say you inspect them 
yourself when you go upP A. Yes, 
sir, and several members of the Board, 
I ought to have mentioned at that 
time, have been sent from time to 
time to make similar inspection as a 
check on the work that has been done. 

Q.—You have got $400,000 there 
nowP A.—Yes, 

Q.—When you get up to a million 
do you think it will be advisable to 
have a local inspector? A.—I think 
by that time we would find it ad- 
visable to employ a local inspector or 
a man travelling from place to place 
to keep a more close inspection upon 
the business. It will be necessary; 
too, as well, very soon to appoint 
agents at other points so as not to 
carry too large a percentage of the 
company’s loans in a particular local- 
ity. That is now under considera- 
tion. 

MR. TILLEY: What is the average 
rate of interest that you get on mort- 
gages ? A.—Well, I will divide the 
answer to that question slightly. The 


' average on all our investible funds 


last year was 63 per cent. That takes 
in debentures as well as every invest- 
ible amount. The average on mort- 
gages last year was 6.446. That in- 
cludes Ontario as well. 

Q.—How would the Manitoba mort- 
gages compare? A.—A little higher. 
I made up a few days ago an average 
for the half year’s loans that have 
just gone out in this last half year. 
T noticed that that and the whole of 
last year were within a very minute 
point of being the same. It is about 
7.2 for Western loans. 
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Q. Pat. that practice that you ont 
in the case of Andrews & Andrews 
as to paying them a commission on 
loans, not a rule that you have in 
foree here in Ontario, too? A.—The 
amount of commission ? 

().—Yes. A.—Yes, that is the usual 
commission, ene per cent. 

Q.—Do you always pay one per 
cent.? A.—Yes, for a number of 
years back we have. 

Q.—Is that a standing offer by 
your company or do you ever get mort- 
gages without paying any commis- 
sion? A.—Very seldom. We _ do 
occasionally get one that comes to the 
head office direct. Nobody gets a 
commission on that. There are not 
many. 

Q.—Supposing he should meet a 
director on the way to the office, what 
would happen? Do you directors get 
‘commission? A.—It depends on who 
the director might be. Some of them 
do. Those connected with the Invest- 
ment Committee have not, to my 
knowledge, ever received any benefit 
by way of pay or a commission for 
any loan they might bring in. Di- 
rectors outside of the Investment 


Committee who do not themselves ~ 


pass on it have, in certain cases, got 
commission. 

Q.—Tell me then, what directors get 
commissions on loans? A. —Speaking 
from memory I don’t know that any 
directors have got commissions, at all 
events to any extent except it be 
Senator McMillen’s son, who has done 
business for us in the part of the 
country where he lives. The part of 
the country around Mount Forest. 
His son is a legal gentleman who has 
given us loans and the Senator him- 
self has personally made valuations 
and we would pay the commission to 
the son. I don’t know whether you 
would consider that as coming within 
_the category you have mentioned. It 
hardly does. It is not to the director 
himself. 

Q.—Is not that probably objection- 
able from the same standpoint as the 
Andrews’ transaction, assuming that 
theirs is objectioable? A.—It seems 
-far fetched. Are we to refuse every 
piece of business that comes through 
‘a director or some member of his 
family for fear thev may get a little 
commission out of it? 

Q.—I should say not; they are not 
debarred from doing business with 
your omnany, but how abont the di- 
rector who is the father of the per- 
son getting the commission making 
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a valuation? What do you say about 
it then? A.—Well, we think he is 
the best valuator we can get and 
probably interested in the company. 
Q.—Would you do that with all the 
directors? A.—It depends on the view 
we had as to the reliability of their 


‘judgment as directors. 


MR. LANGMUIR: The Senator 
makes the valuation? A.—Yes. 


Q.—And he is responsible for his 
valuation? A.—He has gone further 
than that, he has said to us that if 
at any time, any loan he values is in 
default, he will pay the default himself, 
that he won’t allow the company to 
suffer. 


MR. TILLEY: Do other directors 
get commissions direct? I was not 
meaning a case where a son of a di- 
rector got a commission, although 
even there it would seem better to 
have the valuation made by an in- 
dependent person. A.—I could not 
find anybody that I would trust as 
quick as the Senator. I would rather 
have his valuation than anybody 
else’s. At his invitation I went up, 
some time ago and went over all but 
two of those loans; we valued them 
independently and we came out very 
near alike. There is not a single 
case in which any of Senator Mc- 
Mullen’s loans are seriously in de- 
fault with interest, any of those he 
has valued. 

Q.—The Senator has never been 
called upon to pay? A.—No, he has 
never been called upon to pay any- 
thing, 

Q.—I notice in the Minute Books 
several references to payments of 
commissions on loans. March 20th, 
1894, there are a lot of commissions. 
They are very small in some cases. 
A.—Those were directors, these are 
valuation fees. 

Q.—Do you pay your directors 
valuation fees? A.—We did in those 
cases, 

Q.—Do you as a habit, as a rule? 
A.—Yes, if-a director is sent out to 
make a valuation we pay him a fee. 

Q.—What fee do you pay him? A. 
—It depends on the trip and the 
value; sometimes a dollar -or two, 
sometimes as much as $3 or $4. 

Q.—It depends on the particular 
circumstances? A.—Just so. 

Q.—You do not regard that as be- 
ing covered by his remuneration as a 
director? A.—No, it is a special ser- 
vice and a responsible service and it 
is paid for by the other party, the 
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borrower in fact although it came 
through our books, 

Q.—Because the borrower paid it to 
Four AC Yes. 

Q.—There is a commission of $20 
paid to a director? A.—Paid to Mr. 
Sneider as appears there. 

Q.—Being a commission on what 
loan? A.—Commission on Keinappel 
loan. $20, 

Q.—Is that an instance of a gen- 
eral rule in your company- or is this 
a special ease that we have struck? 
A.—There have been very few cases 
of that sort. There were a few in 
earlier years. I see this is 1894, 
some 12 years ago. You will find 
very few after that. 


Q.—There are a good many through 
the minutes? A.—In those earlier 
years. Of late we have had very few 
cases, . 

().—Now supposing a director comes 
in to you and says that there is an 
application for a loan from so and so 
for $2,000, what would be the rule 
about that, would he get a commis- 
sion or not? A.—He might. We 
might not want the loan, if the loan 
were acceptable to the company a 
director other than those on the In- 
vestment Committee would probably 
get the commission without a word 
about it. 

Q.—The Investment Committee has 
_been in existence, how long? A.—1 
cannot answer offhand, I suppose six 
or seven years. Along there, some- 
where. 

Q.—The Investment Committee was 
first appointed in 1902? A.—No, be- 
fore that. That business was done 
by the Executive for a number of 
years. The loaning was not very ex- 
tensive then. After it became a 
larger part of our business an In- 
vestment Committee was formed. 

Q.—This transaction we have here 
was in the year 1894. That covers 
a commission to S. Snyder and at that 
time the business was dealt with by 
the Executive Committee? A.—Yes. 

Q.—And 8. Snyder was on the Ex- 
ecutive Committee? A.—Yes. 

Q.—Here is another commission, the 
same man; the amount is $6, the 
first being $20. Another commission 
at the same time for $3 for a valua- 
tion? A.—Yes. 

Q.—Is this man a director? A.— 
He was then. 

Q.—Mr. Conrad? He got a com- 
mission of $7 for a loan. Then W: 
Sneider ? A.—That is a valuation 
again. 
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Q.—He was on the Executive Com- 
mittee? And Mr. Wells. He was 
also on the Executive Committee. 
They were practically the Investment 
Committee at the time. A.—If you 
will allow me to mention this; this 
man is dead. Might not his name 
be left out? There is nothing dis- 
graceful about it, but I suppose dead 
men may rest, if you will. 

Q.-——-Those transactions were isolat- 
ed cases? A.—No, not entirely. I 
think any director who brought in a 
loan at that early period got a com- 
mission. 

Q.—Was that rule ever changed or 

abrogated in any way? A.—It fell 
into disuse, after the appointment of 
the Investment Committee, the mem- 
bers of the Investment Committee 
felt that as they were passing upon 
the loans they would have nothing to 
do with commissions. As. far as I 
remember there was no resolution 
but it was tacitly understood in that 
way. 
Q.—Can you say that no member 
of the Investment Committee has ever 
taken a commission on a loan that 
passed through the committee? A.— 
I would not swear to that. I am 
not sure enough. But T know it fell 
into disuse in that way 

Q.—Where would those commis- 
sions be shown in your books ?- A.— 
They would appear here and in the 
Cash Book under the head of Com- 
missions on Loans. 

Q.—<Are they collected in any ac- 
count? A.—Yes, under that head. 
‘““Commissions on Loans,’’ aS appears 


here. 

Q.—Would you get me that account, 
please? A.—This account contains 
that. (Refers to printed Annual Re- 


port.) 

Q.—Does the Ledger give the 
names? A.—I don’t think so. 

Q.—Then we will have to have the 
other book that gives the names. You 
had something you wanted to say 
about the way the funds were in- 
vested, the nature of your general in- 
vestments? A.—The investments of 
the company are in municipal deben- 
tures, first mortgages on real estate, a 
small parcel of real estate itself, and 
loans on policies. That is all the 
invested funds. The point being that 
the company holds no stocks. I do 
not intend by that to reflect upon 
any who do hold stocks, because there 
are good and bad stocks, but ‘we 
don’t hold any. 
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Q.—You have power under the Act 
to hold real estate. Have you any 
real estate other than what is mort- 
gaged to you? A.—We have a par- 
cel of real estate situated in town 
here and purchased and held for the 
purpose, if deemed desirable some 
time hence, of building a head office. 
We have secured a suitable site for 
that purpose. That is the only real 
estate we hold. 

Q.—Then Section 13 provides that 
the company shall maintain three 
separate accounts of the business tran- 
sacted by it in the General, the Ab- 
stainers and the Women’s section, 
keeping the receipts and expenditure 
distinct, each section sharing its own 
profits and paying its proper propor- 
tion of expenses, and the company 
may establish a section on the prin- 
ciple of non-participation in profits. 
In the distribution of profits direc- 
tors shall allow to the policyholders 
in the participating sections of the 
company at least nine-tenths of the 
profits declared from time to time 
in the respective sections, which shall 
be payable as the directors by by- 
laws or regulations from time to time 
determine. Do you keep the three 
sections of your business? A.—Yes, 
four. 


Q.—What are the four? A.—The 
non-participating is the fourth. 

Q.—Do you keep them distinct, as 
the Act requires? A.—The premium 
income to begin with is kept quite 
distinct through all the books. The 
Cash Book is ruled in columns and 
headed for the several sections there 
and the premiums as received are en- 
tered in the appropriate section. 
That has the effect of keeping the 
incomes separate. Then the other 
separation takes place in respect of 
the mortality experience, year by 
year. The deaths that occur in the 
abstainers’ section are charged to 
that section; that and the general 
section to its appropriate place; and 
the women to their section. That en- 
ables us to keep the proper sections 
as intended by that clause you have 
just read. The expenses, of course, 
are distributed as though there were 
no distinction or section. 

Q.—What do you’ mean by that? 
A.—Well, in the same ratio whether 
a man is in one section or the other 
or it is a woman, the expense ratio 
is treated without regard to the sec- 
tion. The object of that is to make 
the mortality experience fall upon the 
section it belongs to and takes the 
proper effect in the resulting profits. 
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Q.—How do you find the mortality 
experience in the different sections? 
A.—We have a schedule of that drawn 
up and I can give it to you in a 
moment when Mr. Hall comes in. 

Q.—Do you keep an individual ac- 
count with every policy? A.—Yes. 

Q.—Have you samples of that here? 
A.—Samples were submitted to the 
Commission. 


Q.—Have you separate copies that 
we can put in? If not we can get 
those later. A.—I think I can get 
you a number of samples worked out. 
I suppose samples are all you re- 
quire, 

Q.—Yes. Then you are bound to 
declare certain profits and out of the 
profits declared in the particular sec- 
tion pay nine-tenths to the partici- 
pating policyholders in that section? 
A.—Yes, not less than that. 


Q.—What rule have you adopted as 
to the amount paid out? A.—So far 
we have paid the policyholders all we 
declared. 


Q.—You would simply divide a cer- 
tain amount? A.—Yes, holding a 
portion back as undistributed sur- 
plus. 

Q.—What governs you as to the 
amount you will hold back? A.— 
Prudence, I suppose. 

Q.—Is it an arbitrary division? A. 
—It might be called so. I would 
rather call it our best judgment as 
to the proportion that ought to be 
held back for safety. That is exer- 
cised on the matter until the policy 
becomes matured, when that policy- 
holder gets all that is coming to him. 


Q.—Have you any rule about that? 
A.—Yes, I suppose we have. It is 
somewhat complex. 


Q.—As to the amount you divide? 
A.—TI think I have a statement of that 
kind here. Ags it is a somewhat com- 
plex thing I had better give it to you 
in detail. Mr. Hall has that also. I 
think I could give you that rule from 
memory but it would be better per- 
haps to give it from the paper. 

Q.—Then will you tell us what you 
have done regarding capital stock 
from the organization of the com- 
pany down to date? A.—What do 
you want to know, first the amount 
paid up? That we had some time ago; 
it was $63,000 and I think one or two 
hundred. Raised in a couple of years 
to $64,000, I believe. 

Q.—The capital stock subscribed at 


the present time is $400,000, is it not? 
A.—Yes. 
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Q.—And the amount paid in $100,- 
000P A.—Yes. 

Q.—That consists of two issues of 
stock, does it not? A.—Yes. 

Q.—The first one being how much? 
A.—Paid up? 

Q.—No, the amount subscribed? 
A.—$256,000 and some odd hundreds. 

Q.—The amount paid up at that 
time was $64,400? A.—yYes, four 
times that would give you the sub- 
scribed, $256,600. 

Q.—It stayed at $64,400 from ’94 
down to 1900? <A.—Yes. 

Q.—In ’94 you paid 3 per cent. 
dividend, in ’95, 4 per cent. and in 
*96-7-8, 5 per cent., ’99 and 1900, 6 
per cent. In 1901 the capital stock 
was increased from $64,400 paid up 
to $100,000 paid up? A.—Yes. 

Q.—On the $64,400 had there been 
ects premium or bonus charged? A.— 

O. 

Q.—I suppose at the time you is- 
sued that stock the idea of issuing 
stock at a premium had not been used ? 
A.—It was not much in vogue then 
so far as I know. 

Q.—When you issued the second 
amount of stock, did you issue it at 
a premium? A.—Yes. 

Q.—What was the premium? A.— 
50 per cent. 

Q.—That is to say every share of 
$100 would be $150? A.—Yes, or in 
other words, every share being $100, 
we called 25 per cent. of it and they 
paid $37.50. 

Q.—You called 25 per cent. of the 
capital and premium, which would be 
one-quarter of 150, that is $37.50, 
don’t you? A.—yYes. 

Q.—Then when you got that $25 
went to capital? A.—Went to capi- 
tal and became a liability. 

Q.—And the other $12.50? A.— 
Went into the general surplus and was 
used to make the change in the rate 
of interest that was brought about 
at that time by legislation. 

Q.—Had you thought of raising the 
capital before the Act changing the 
basis of reserve was passed? A.—We 
had not determined upon it before 
ay I cannot say we had not thought 
of it. 

Q.—Why were vou thinkines of it? 
A.—The general desirability of having 
a more substantial capital at the back 
of the eompanv. That was one reason. 

Q.—Why did vou want a more sub- 
stantial: capital? A.—It gives the 
public hetter confidence. 

Q.—Was there any impairment of 
capital? A.—In the second or third 
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years there was a very slight impair- 
ment. 

Q.—That is ’04 and ’05? A.—No 
back in 1890 and ’91 I think there 
was a slight impairment, about $2,000 
or $2,300, I think it amounted to. 
It was wiped out a year or so later. 
After that we had a slightly rising 
surplus. 

Q.—So that your surplus was stead- 
ily increasing? A.—Yes. 

Q.—Were vou paying out profits to 
policyholders? A.—Yes. 

Q.—Satisfactory profits you thought ? 
Al thoucht so. It is. difficult,.to 
answer that categorically and _ say 
everybody was satisfied. We did not 
have much complaint. 

Q.—You were setting aside a little 
more to the reserve surplus account? 
A.—Yes, rather a surplus account. 
We were keeping the surplus at 44 as 
required by law and then the standard 
was raised to 34 on new business and 
4 to come on soon after, so it was 
thought a good time to increase our 
capital, issue the additional stock at 
a premium, use the premium to make 
up the necessary reserve and thus not 
bear hard upon the policyholders. As 
a matter of fact the premium did raise 
the required amount of additional re- 
serve at once and about $1,000 over. 
The effect was that we did not ask 
the policyholders to pay a cent in any 
form in regard to this change. 

Q.—Nothing was kept back from the 
policyholders fund? A.—Nothing. 

Q.—Would you have changed your 
basis of reserve if the Dominion Act 
had not required it? A.—Well, that 
is rather a hypothetical question and 
involves some considerations that make 
it difficult for me to give a direct yes 
or no to it. 


MR. LANGMUIR: You were get- 
ting over 6 per cent. upon your in- 
vestments? A.—Now, yes. 

Q.—Then ? A.—No, not at that 
time. 

Q.—You had not gone to Manitoba 
then? A.—No, we were getting only 
a little over 5 at that time and the 
trend of interest at that time on such 
securities as are available to insur- 
ance companies appeared to be slowly 
but steadily downward, year by year. 
All financial authorities, so far as T 
know, appeared to agree that that 
trend was established. that we were 
face to face in the future, perhaps 
somewhat distant, but in the future 
with a comparatively low rate of in- 
terest, and that as we were making 
contracts which would not mature for 
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many years, some of them for 40 or 
cc, we must look that state of things 
in the face, and thus the argument 
se raising the standard of reserve, 
which means lowering the assumed 
rate of interest, appeared tu be very 
strong, stronger than it does to-day; 
so that now, coming to an answer to 
your question, I think I would have 
been disposed to take this step in a 
year or two but I do not know how 
the Board might have decided. The 
Board generally takes its own view; 
I might advise but the Board decides 
off its own bat after all, according 
to its own judgment. 


MR. TILLEY: Influenced by your 
view? A.—yYes, no doubt, but after 
all it is their judgment, not mine. I 
do not assume to overmaster the Board 
in any way. 

Q.—You might have lowered the 
rate of interest for your reserve with- 
out paying in any more money, could 
you not, by doing it gradually? A.— 
By doing it gradually, and taking 
part of the surplus earned by _ the 
policyholders’ money and laying it by 
as additional reserve. I am not pre- 
pared to say that that would have 
been unfair to policyholders at all but 
we thought we did a better thing for 
the policyholders by the shareholders 
lifting that burden a once. 

Q.—The shareholders lifted the bur- 
den with one hand and put on another 
burden with the other? La ay il 
prepared to show that they did not 
put on any burden. 


Q.—They put on the burden of the 
additional capital: stock? That is 
burden with the other? A.—I have 
a statement which will show that the 
policyholders have not paid a cent of 
dividend to the stockholders yet and 
will not for some time to come. 


Q.—I will take that statement now, 
if you please? A.—I do not want to 
interfere with the trend of your ques- 
tions at all. 


Q.—This you put in as a statement 
of interest earned by capital stock 
paid in, and dividends paid to the 
shareholders? A,.—Yes, that shows 
the interest earned by the capital 
paid in by the shareholders carried on 
from year to year and on the other 
hand the dividends paid out. 

Q.—Commencing with the year 
1889? A.—Right at the beginning. 

Q.—You show the invested assets? 
A.—The total invested assets in order 
to get at the interest earned. Then 
we make an allowance for the care of 
the investments which is taken off the 
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shareholders amount, in order to make 
it correct. 


Q.—Then you put in the total of 
interest and get the average rate? 
A.—Yes, we credit the amount to the 
credit of the shareholders with the 
average rate and we deduct‘a_ per- 
centage of that for care of investments 
and carry it on from year to year. 

Q.—That shows that the net inter- 
est earned by capital from 1889 on is 
the amount of $916.21 in 1889, and- 
increasing amounts afterwards? A.— 
Yes. 

Q.—In the next column you have 
the total amount of dividends paid? 
A.—Yes, that is subtracted then from 
the shareholders’ fund. 

(Q.—In the last column you have the 
gross interest capitalized from ’89 
down to date? A.—Year by year, yes. 
What is not taken out is fairly capi- 
talized because it remaing earning in- 
terest. 

Q.—The shareholders’ money must 
go on rolling up then? A.—Yes, un- 
less they take it out. 

Q.—Commencing in ’89 your com- 


. pany paid no dividends at all to its 


shareholders? A.—None where there 
are blanks there. ’89 I might explain 
was a half year. ‘This present day 
closes our seventeenth year of exist- 
ence. We opened on the 12th day 
of July, 1889. It is probably our 
treat and with Mr. Wegenast’s good- 
will I hope the Commission will ad- 
journ early enough to enable us to 
give them a drive this afternoon. 


Q.—So that the interest earned by: 
capital all remained with the company 
down to 1894? <A.—Yes. 


Q.—Then the capital commences 
drawing on its share? A.—Yes., 

Q.—And it drew $1,932 in the year 
°94 and has been gradually creeping 
up ever since? A.—Yes. 


Q.—Until now the amount paid in 
dividends is $8,000? A.—yYes, that 
is 4 years. 

Q.—So that while the amount paid 
to the shareholders was an amount 
lower than that earned by the capital 
stock, it has now got to an amount 
greater than that earned by the capi- 
tal stock in each year? A.—Yes, as 
shown here. 

Q.—That is to say in 1902 there was 
a sum of $693.73 paid out to the share- 
holders in excess of what the share- 
holders’ capital would earn at- the 
average rate of interest? AlN Rs 
that is taken out of the surplus, vou 
see: it has not reached the _ policy- 
holders yet. 
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Q.—But we are getting towards the 
policyholders pretty fast? A.-—Well, 
see if you are. 

Q.—Then $1,401.26 in 1903? A.— 
Yes. 

Q.—And $1,040.51 in 19042 A.— 
Less again. 

Q.—And then in 1905 where you 
have a large rate of interest—an ex- 
ceptional rate of interest, is it not? 
A.—Oh well; it will be better this year. 

Q.—It comes to $414.13? A.—We 
propose to wipe that out this year by 
reason of the excess interest. 

Q.—But that excess interest is a 
creat deal higher than you antici- 
ee back in the year 1900? A.— 

es. 

Q.—Or than any of the companies 
anticipated? A.—Yes. 


Q.—Because the companies’ manag- 
ers all agreed, did they not, that there 


was likely to be a much less earning 


power for money in the shape of in- 
terest? A.—Well, you see we had not 
as much faith as Sir Charles Tupper 
had some years ago, in the progress 
of the West. We did not foresee the 
643 million bushels of grain in one 


year. 

Q.—Probably that affords an ex- 
planation, but the fact is that the 
rate now you are earning is some- 
thing that was not looked for? A.— 
Just so. 

Q.—And probably will not continue? 
A.—It may not continue. 

Q.—You hardy expect 6 per cent. 
to continue as the average rate of in- 
terest for the company? A.—¥For 
some years to come, I do. 

Q.—For how long? A.—I cannot 
tell. If I could tell that with any 
certainty I would be worth a lot of 
money to-day to somebody who could 
make use of it. 

Q.—If that drops, and when it 
drops, then the amount paid to the 
shareholders will just increase in the 
reverse proportion to the earning 
power? A.—Yes. 

Q.—You wil continue to pay at least 
the same rate of interest to your 
shareholders? A.—We hope to be 
able to do that, if not better. 

Q.—You anticipate better, I sup- 
pose? A.—Yes. 

Q.—These documents will be filed as 
Exhibit 338. What need is there in 
the company for capital stock at the 
present time? A.—Hadn’t we better 
vo back a little before putting it that 
wav. You cannot start a company 
without. ; 

Q.—At the present time, though 
some people would go so far as to say 
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that it should be wiped out after a 
certain time? A.—I am coming to 
that. I think that would be a very 
unfair proposition indeed for a com- 
any in starting; I think it will be 
admitted that it cannot be started 
under present circumstances in Can- 
ada to-day as a purely mutual com- 
pay; capital is necessary. Then, if 
capital takes the risk, and it is a 
very great risk as I think the Com- 
mission will have seen by this time, 
it is a very considerable risk that 
men take when they put capital into 
starting a life insurance company. 
Why should they be faced with that 
risk if they are to be faced with 
sequestration in the end? 


Q.—Why should stockholders put in 
additional capital when the risk is all 
over? A.—The risk is never all over. 


Q.—lIt is substantially over if your 
theory is right. A.—It; is jnot over 
so long as men are human. There is 
the danger of mismanagement and 
misfortune. 

Q.—The risk in your compay would 
be in charging too small premiums, 
would it not? A.—There are several 
things that might happen though not 
very likely. I don’t think the risk 
is very great at the present time. 

Q.—And was not when you increas- 
ed the capital? A.—No, although 
even then we increased the capital 
to’ make it substantial. It is not a 
large capital yet. 

ye aids ton regard it as being 
necessary to increase the capital for 
that purpose? A.—We regarded it 
as very expedient. Necessary iS a 
very strong term, We could have 
lived without it, I suppose. 

Q.—And got along very well? A. 
__Not so well. We would have had 
that difficulty of raising the standard 
of reserve before us still. That would 
have come back to reduce profits and 
we know: from our general knowledge 
that the reduction of profits to par- 
ticipating policyholders is a very 
serious matter. 

Q.—You are not paying out to pol- 
icyholders all their profits any way? 
A.—Not quite. We were holding what 
we thought it prudent to hold as a 
buffer or safeguard. 

Q.—How did you allot that stock, 
did you offer it to the public? A.— 
No, not in the sense of a general 
advertisement. ; 

Q.—What did you do? A.—Circu- 
lating it in the newspapers would be 
offering it to the public, I suppose. 
T consulted with the provisional di- 
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rectors, those gentlemen who expect- ° 


ed to be directors. 

Q.—You are talking of the original 
stock. I mean this last allotment? 
A.—Oh, this additional stock was 
allotted in this way; there is a by- 
law that will tell all about it here. 

Q.—You tell us and then we will 
have it on the notes. A.—EHach ex- 
isting shareholder was offered the op- 
portunity of taking up the additional 
stock in the proportion of 50 per 
cent. of his present holdings, pro 
rata. 

Q.—Pro rata, giving each share- 
holder the right to a half increase? 
A.—Yes, if a man held $3,000 he could 
subscribe for $1,500. 

Q.—And your by- law provided that 
any left after that would be given 
to the shareholders that wanted it 
or to the public? A.—Yes, or could 
be offered outside, if need be. 

Q.—What was the result of offering 
it in that way? A.—The result was 
“that by far the larger portion was 
taken up by the shareholders then 
existing to whom it was offered. A 
eomparatively small amount was left 


and was redistributed to those who 


asked for it. 


Q.—Who got the most of it? A.— 
I got as much as anybody myself, I 
~ think. 

Q.—How much did you get? A.— 
My present holding is $7,000 paid up 
out of the $100,000. 

Q.—There was no great increase in 
any individual holding of stock? A. 
—No disproportionate increase. One 
of the other directors holds about the 
same amount as myself, Mr. Wells. 
About the same amount or nearly so 
and the others are somewhat smaller. 
It was kept as near as possible ‘to 
the plan of giving it pro rata. 

Q.—You do not seem to have ex- 
perienced the serious impairment of 
capital when your company was com- 
mencing, that the new companies do 
to-day? A.—No, sir; I am happy to 
say we did not. 


Q.—Could you organize a company 
now and start it and get it on a pay- 
ing basis with as small an impair- 
ment? tee would not like to try, 
because it is a very serious sacrifice 
to the man who does it. 

Q.—What conditions exist to-day 
that did not exist then? A.—The 
expenses of getting new business on 
the books are greater now than they 
were then. ; 

Q.—Caused by what? A.—The 


greatest cause of all is the increase 
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in the cost of living. That has more, 
I think, to do with it than any other 
single cause. There are other causes 
that have some weight. The other 
causes would be taxation which is a 
new thing since we started. Taxa- 
tion by the several Provincial Gov- 
ernments is heavy now. They tax 
the premiums and we must collect and 
pay these taxes and that is a decided 
increase in the cost of doing the busi- 
ness, not only getting but doing it. 
Then there is the practice, which has 
become somewhat prevalent, of late 
years, of rebating a portion of the 
premiums. That increases the cost. 


Q.—That has not been heard of as 
far west as Waterloo? A.—Tell me 
when you gre joking. 

Q.—I was joking then, if I have to 
tell you. A.—That has been heard 
of all over the continent, and un- 
fortunately the more it is heard of 
the worse it gets. 

Q.—Every applicant wants his re- 
bate? A.—That is it. 

Q.—It was only the knowing ones a 
while ago? A.—Some years ago just 
a few of the big fellows asked the 
company for a rebate. Of late years 
some of the smaller ones do, and the 
more publicity it gets of course the 
wider it spreads, it runs like the itch 
or smallpox or any other calamitous 
thing like that. 

Q.—I suppose that the Dominion 
Life rebates? A.—I can hardly say 
about that. Most of that kind of 
thing is done so that we don’t know 
so much about it. We feel it rather 
than know a particular case. 

Q.—That is not quite as far as 


‘you could go, “is it? A.—Wow far 


do you want me to goP 


Q.—Oh, the whole truth. A.—Well, 
I don’t know the whole truth, nor 
probably half of it. 


Q.—Could you draw on your im- 
agination for a little of it? Tell us 
exactly what the condition is that ex- 
ists. A.—It would be poor evidence 
to do that. 


Q.—Oh no, it would be very good 
evidence. Tell us just what condi- 
tion the Dominion Life is in with 
respect to the rebating question? A. 
—As I said just now I don’t know, 
I only surmise and suspect and in a 
few cases I may know. Agents some- 
times come with a complaint that 
they are up against rebate and have 
to meet it or lose the business. That 
is the way I hear of it. 
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Q.—Are your agents paid by sal- 
ary or commission? A.—A little of 
both in most cases, part salary and 
part commission. When we start a 
new man of late years we are almost 
obliged to give him some salary to 
help him to live and give him the 
usual commission besides. Then as he 
gets along and gets the benefit of re- 
newals we pare down that salary, bit 
by bit, until it disappears finally, and 
he is then on commission purely, hav- 
ing got established. That is the way 
we do. We do’t make advances to 
agents at all. We start the man as 
I have just said on a mixed salary 
and commission. 

Q.—Then having some agents, and 
especially the beginners, on salary or 
partly on salary, it would come direct 
to your attention that they would 
have to give rebates, would it not? 
A.—Well, not very much, but it does 
sometimes. 

Q.—Is not the beginner met with 
that more than others? A.—To be 
perfectly candid I have no means of 
knowing to what extent the thing 
goes, but I know that to some extent 
it goes on. 

Q.—Do you ever make an allow- 
ance to an agent because of a rebate? 
A.—No, not for that purpose. 

Q.—-It is not entered in the books 
for that purpose? A.—No, but to 
say to him you can have so much 
in consideration of rebating. 

Q.—If an agent comes to you and 
says, I can get a certain policy for 
$5,000 or $10,000, but I have got 
to make a rebate, I am up against 
the Mutual Life, we will say, being 
in Waterloo, and I must give a re- 
bate if I am to get the business? 


MR. KENT: The whole premium. 


MR. TILLEY: I am more modest. 
I thought of saying two premiums, 
but supposing they have offered 25 or 
50 per cent. of the premium or com- 
mission, what do you say to a man 
like that? ‘‘Don’t take the business’ P 
A.—Usually tell him, if you cannot 
do business under your contract you 
have got to do without. 

Q.—You leave it entirely for him, 
if his remuneration from the company 
will not permit him to get the busi- 
ness then the business goes by the 
board? A.—The business goes by the 
board. 

Q.—The company has never given 
the man a consideration or q little ex- 
tra so that he could meet that re- 
bate? A.—Well, I am not prepared 
to just say never, but I am trying to 
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recall any case that comes in that 
class. 

Q.—Do not try to recall a particu- 
lar case but as a general practice, 
could you say that? A.—Oh, no, as 
a general practice I would say, no, 
to that. 


Q.—That is to say you would say 
that the company does not as a rule, 
in a case like that, assist the man 
in meeting competition? A.—Oh, no. 
I say that positively. I am trying 
to think whether there is a case that 
might be trumped up as an excep- 
tion. I won’t say positively that 
there has never been any such case, 
but I say positively that there is no 
such practice. 

Q.—Have you ever discharged an 
agent because he rebated? A.—No. 

Q.—Have you ever had complaints 
made to you that your agents were 
rebating? A.—No. I don’t expect 
any. The fellow that gets the rebate 
never complains. 

Q.—Does not the other company 
complain? A.—I don’t recall a case 
in which it did complain. 

Q.—Has it got to be so well known 
a practice that the companies do not 
complain, the one to the other? A.— 
Oh no, I don’t think it occurs so 
often, as the public, perhaps, would 
infer. 

Q.—What percentage of the ordi- 
nary canvasser’s commission does he 
give away in rebatingP A.—I am 
afraid you have got me now where 
I cannot give you any answer worth 
anything. I really don’t know. I 
cannot guess. I believe some of our 
agents have not lost 5 per cent. of 
their commissions in rebating. Some, 
I am pretty sure, do not do it at all. 
Others I suspect do quite a bit of it. 

Q.—You could not tell what your 
worst rebater does? A.—I don’t 
know. I am a little afraid that we 
have one or two men who will give 
the whole of their commission in som¢ 
cases. 

Q.—Did your company ever allow 
the whole first year’s premium? A. 
—KEver? 

Q.—That is the word I used. A 
—I think we did in one instance. 

Q.—Who was the insured there? 
A.—Don’t ask me the name. 

Q.—An officer? A.—Not anybody 
connected. A very peculiar case. I 
think there was only one. 

Q.—And he was not connected with 
the company in any wayP A.—No. 
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Q.—By business interests or rela- 
tionshipP A.—Oh no, no connection 
whatever. 

Q.—Just a case of getting the 
business? A.—Yes. It was in this 
way, and you will see the explana- 
tion, perhaps. The State Life of In- 
diana captured a risk from one of 
our agents by making him an advis- 
ory board and after he had paid the 
premium he was very sorry; he came 
to our man and said that if he could 
in any way get rid of that thing or 
do something to get into our com- 
pany instead he would do it. The 
net result of it was that our ageyt 
made an arrangement with him by 
which he paid the first premium and 
sacrificed his renewals for several 
years to make it up to the company. 
We did not lose the first premium 
ourselves, but the agent, I believe, 
did. 

Q.—Did you get the premium at the 
time? A.—Yes, we got it in. the 
agent’s usual settlement. 

(Richt at the timer .A=—Yes, 
I don’t think there is any other 
case on our records that ever came 
to my knowledge that meets that, but 
you asked me if ever, and I have 
given you the only instance. 

Q.—What company did that man 
go to with the same story next year? 
A.—Oh, he is with us yet. We made 
-a bargain to stay or else our agent 
would. have lost the money. 

‘Q.—Isn’t that the story they usu- 
ally employ when they want to pass 
around for a few years and want 
to get all the premiums off? A.— 
I don’t know. We have had no ex- 
perience of them. I heard of some 
few cases. When we hear of a 
rounder, we keep clear of him. 

Q.—Is that a technical term, 
rounder? A.—Not in that sense. I 
used it just now borrowing it from 
anotrer line. We do not want that 
kind. I wouldn’t take any man liv- 
ing if I believed he was going to 
lapse his policy at {the end of the 
year. He would be of no use to the 
company. 

Q.—No matter what premium he 
paid? A.—No, it would be a straight 
life, of course, and without profits, 
if he could get it and then he goes 
to another company. We don’t want 
him. 

Q.—Did you carry your preliminary 
expense account along as an asset for 
a time? A.—Yes. 

Q.—For how long? A—Two ‘or 
three years, I think in part. We 
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wrote a piece off every year. 

Q.—Writing it off a little each 
year? A.—Yes. You have the amount 
there, have you. 


Q.—Yes. On what theory do you 
regard that as an asset? A.—It is 
expenditure in establishing the work- 
ing plant of the company and there 
is a sense in which it might fairly 
be spread over several years. The 
Government, of course, did not allow 
it, it was marked ‘‘deducted’’ by the 
Department, but we showed it, I 
think, for three years in part and 
then wiped it out. I think the amount 
was $1,328, if I remember correctly. 


Q.—You were speaking’ of the 
amount of impairment for a few years 
in your company. Did you adopt any 
means to get rid of the impairment 
by having money paid in and cred- 
ited to expenses, in any way? A.— 
No, the only means we adopted was, 
we lived cheap. 

Q.—And kept down the expenses? 
A.—Got very small salaries. The di- 
rectors getting little or nothing and 
myself a very low salary and very 
small staff. A young lady and my- 
self for a year or two. Adding one 
or two at very low rates indeed, 
hardly enough to live on, just econo- — 
my in that sense, if that is economy. 
Some people say that cheap men are 
dear men, you know; perhaps that 
may be so, but we did it that way. 


Q.—You have been extending your 
business by easy stages, so to speak, 
not making too strenuons an effort 
to get on full sail in one or two 
years? A.—We have endeavoured to 
progress at such a rate as to add a 
little to the amount in force year by 
year and do as much of it as we 
thought we could afford, consistent 
with paying reasonable profits to pol- 
icyholders as we went along and 
gradually increasing our surplus, A 
policy of economy, and it might be 
called a conservative policy, I sup- 
pose. 

Q.—Do you still think that is the 
wise policy or would you map out the 
course differently if you were doing 
it again? A.—Having regard to les- 
sons obtained by observation of some 
rather heavily water-logged barques, I 
think our sailing directions were 
rather better; I think it was safer 
to proceed on those lines. 


Q.—You did not mention any 
names then, did you? .A.—No,' sir; 
I avoid that. You can pick out the 
derelicts yourself. I am very favour- 


~~ 
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able to nursing surplus within rea- 
sonable limits, 

Q.—I notice by your report that 
you seem to think that is the proper 
course. I was noticing your schedule 
of expenses in obtaining and retain- 
ing insurance. You have given the 
first year’s premium and the renewal 
premiums, the agents salaries and 
commissions both for new and old 
business in the schedule, have you 
not? A.—yYes, you have it before 
you there. 


Q.—The payments for new business 


and the premiums for first year’s 


business, do not seem to _ progress 
evenly all the way through. Was 
there anything specially that would 
account for that? Take the year 
1899, for instance, your first year 
premiums were $27,283.41? A.—Yes. 


Q.—And your agents’ salaries and 
so on for new business $17,431.52? 
A.—Yes. 

Q.—Now take the following year, 
1900, the premiums dropped from 
$27,000 down to $16,000, is that 
right? A.—Yes. 

Q.—Down to $16,682.58 and the 
amount paid out for the expense of 
getting the business dropped from 
$17,431.52 to $14,773.68? A.—Yes. 
We didn’t get so much business and 
didn’t pay so much out, either. 

Q.—Comparing that with the pre- 
ceding year, 1898, the first year prem- 
iums were within $200 the same? A. 
—Yes. 

Q.—The expenses were some $4,000 
less, amounting to only $10,688.89? 
A.—Yes. 

Q.—So that you paid out $10,000 
for $16,000 premiums that year, and 
in 1899 you paid out $17,000 for $27,- 
000 premiums, and the following year 
you paid out $14,000 for $16,000 
premiums, the same as you had in 
1898. Now, that increase of $7,000 
you paid out in getting the $27,000 
of first year’s premiums, was that a 
year of a little more stress to get 
business? A.—That is normal. That 
increase is all right. The explana- 


tion you want is the following year, 


isn’t 1b? . 

Q.—That year it. increases from 
$10,000 to $17,000 in payment out 
and increases in $16,000 to $27,000 
premiums? A.—That is in propor- 
tion, 

.Q.—About in proportion, but you 
increased $11,000 in first year prem- 
iums in that year? A.—Yes. 

Q.—In no year before had you any- 


_ thing like. that increase? A.—The 
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reason is that in 1899 we were on the 
eve of the increase in premiums and 
the new standard and _ business, I 
think, to most companies in fair run- 
ning order came in very well that 
year. We put on more men, too. 


Q.—Was it not the fact that al- 
most all companies got in a lot of 
business that year by reason of the 
change in the Act coming into force? 
A.—Yes. They got people to hurry 
up because premiums were going to 
be raised at the beginning of the 
year. 


Q.—The companies must put up a 
higher reserve for the Government 
and you had better get in on the 
cheap premiums? A.—That is the 
argument, I suppose, that was used. 
At all events it looks that way. 

Q.—And you, I suppose, employed 
additional agents to go out canvass- 
ing? A.—We employed some more 
men and kept them on the following 
year and that is why the expenses did 
not drop as much as the premiums 
did. We had the men and had to 
keep them going and they did not do 
as much work or at least did not effect 
so much, they may have worked quite 
as hard. 

Q.—You would explain that by say- 
ing that in the following year, 1900, 
the agents were not able to write the 
same amount of business because the 
rates had gone up? A.—Yes, the 
the premiums. They made hay while 
the sun shone the year before but the 
clouds came on in the following year 
and there was not so much hay. 


Q.—It was no change of plan on 
your part that brought it back to the 
old figure? A.—Nothing that I know 
of, except the matter we have just 
spoken of. I think that is the whole 
explanation. 


Q.—You pay your agents by com- 
mission and at first, somewhat on 
salary, you have saidP A.—Yes. 


Q.—On what do you base your 
agents’ commission on the premium 
received by him? A.—Up to last year 
our commissions on new business were 
based entirely on a percentage of the 
all life rate no matter what kind of 
policy it was. 

Q.—That is to say that if I came 
to you and asked for an endowment 
policy, you being an agent of the com- 
pany, you would be paid then a cer- 


tain commission on what I would have 


paid had I taken an all-life policy? 
A.—Yes. a 
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Q.—And not on what I did pay? 
A.—Just so. That was the scale we 
followed from the beginning of the 
company until about this time last 
year when we began to change to the 
method more commonly in use, called 
grading the commissions. 

Q.—That is to say you would pay 
a higher commission on the all-life than 
you would on the other plansP A.— 
No. 

Q.—A higher rate, almost 70 per 
centP A.—No, not exactly that. 
We pay a somewhat lower commision 
to-day on the all-life plan when actual- 
ly taken than we did before we made 
this change, but we give the same per- 
centage on the long term endowments 
that we do on the all-life. 

Q.—So long as they are 20 pay- 
ments, do you mean? A.—A man tak- 
ing say a 80 year endowment would 
get a slightly larger commission than 
we would have paid him on the old 
plan but if he takes a straight life, 
he gets slightly less than he would 
have obtained. 

Q.—I was not referring to whether 
you had increased your commissions to 
agents but when you spoke of graded 
commissions don’t you mean that com- 
missions on the long payment policies 
are higher than the commissions pay- 
able on the policies with a less number 
of payments? A.—That will take an 
explanation again. ~The percentage 
may be higher, but the amount a man 
would get for writing a 10-year endow- 
ment is a litle more than he would 
get for a long term endowment. 

Q.—If an agent gets 40 per cent. 
on a 10 year endowment plan he 
might get more in commissions than 
he would get in the whole life plan 
if he got the whole premium? A.— 
Yes, if he got 40 but that is too high, 
it would have to be cut down to 20 
or 25 to get the facts of the case. 


Q.—An agent might get 25 per cent. 
on the life plan? A.—We would have 
paid him that on the former plan but 
we would have paid it on all plans, 
that is if he had no salary he would 
get that. That was the maximum 
with a single exception. 

Q.—What was the reasoning on 
which you based your former method 
of payment? A.—The reasoning is 
rather simple. It should be all the 
same to a company whether it gets a 
man on a straight life, 20 payment 
life or a 20 year endowment. It is 
so many thousand of insurance and 
while in the latter there is a certain 
amount of banking or investment it 
does not add much to the trouble of 
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the company and tends somewhat to 
security and it is a desirable policy 
and it should be about the same to 
the company. 

Q.—That is to say the extra money 
that the man pays to you is paid in 
the nature of a payment to you to 
invest for him? A.—Just so, that is 
the banking side of: it. 

Q.—But you should not pay com- 
missions on moneys you are merely 
getting for investment? A.—Not 
materially. We should make some 
slight allowance and we did that by 
paying a uniform renewal commis- 
3i0n. 

Q.—Your (commissions should be 
based on the insurance you get and 
not on the funds you get for invest- 
ment? A.—That was the reasoning. 

Q.—And that was good reasoning ? 
A.—Now you are going to ask me why 
we depart from it. 


Q.—I was going to ask you first to 
pat your own idea a little on the back 
generally? A.—We will consider it 
patted, because we had to recede from 
it, but I am etill disposed to stand 
by that as a better system if certain 
circumstances were different. 

Q.—That is quite what I expected 
you to say, that the theory of that 
appeals to you still as proper? A.— 
It appeals to me still, yes. 

Q.—Before leaving that, is it the 
fact that it would tend to put the in- 
sured in the all-life class, that method 
of payment or is it not the fact? 
What was your experience? A.—Our 
experience would tend slightly, but 
very slightly, in that direction. 

Q.—That is the agent coming to 
you, you deciding that you would pay 
out .a certain amount each year for 
insurance, his idea possibly would be 
to get you into the class where he 
would have the most insurance for 
that money? A.—Yes, there would 
be a tendency in that direction. That 
would be one force working in that 
direction undoubtedly and probably it 
did, to some little extent, affect the 
character of our business, but not 
largely, not as largely as might be 
supposed, for this reason; this reason 
seems to have had effect; our advice 
to the agent, and the agent’s own 
common sense will run frequently to 
this, is always ‘fit your man, study 
the circumstances of vour man and fit 
him as well as a tailor would with a 
suit of clothes: make it fit him, his 
circumstances, his idiosvyncracies, sell 
him what will fit him and that he will 
be pleased with to the end of the 
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chapter. In that way you will please 
your man and hold him to the end 
of the chapter and have your renewal 
commission.’’ 

Q.—But an agent is not like a 
store-keeper, he does not develop a 
customer? A.—Yes, he does to a very 
large extent. Many of them write the 
same man twice or three or four times. 
That can be done too if a man does 
the fair thing with his customer and 
makes a friend of him as he ought to, 
he will have him again. 


Q.—I suppose to off-set the little 
advantage there would be to the agent 
to do the business in that way, there 
would be an advantage the other way 
somewhat, for the insured to take the 
endowment policies when he was not 
loaded with so much? A.—The prin- 
ciple is to give the man the thing he 
wants and that in your judgment he 
ought to take. The agent knows more 
insurance than the customer usually, 
or he should at any rate. Now if he 
knows the man’s circumstances he can 
fit him with the kind of policy that 
man ought to take. I have myself 
four kinds of policies on my own life. 

Q.—Are they with profit policies? 
A.—All of them. I would not have 
anything else. 

Q.—Did you get rebates on them? 
A.—Yes, I got a little, the same as 
all stockholders of the company. 

Q.—Are they in your own company ? 
A.—Yes, all stockholders in our com- 
pany were allowed, if they came in of 
themselves and put in their insurance, 
25 per cent. of the life rate. That is 
the rule for everybody, no difference 
made to me. 

Q.—I suppose if you were a mutual 
company there would be no stockhold- 
ers to get that? A.—No, but that is 
very cheap business for that rate. 
They come themselves and pay at the 
office. 

Q.—There is no other agent’s com- 
mission on it? A.—Not usually no. 

Q.—There is sometimes? A.—There 
may be a stockholder lately would take 
one, but in the first place this was to 
start the company. 

Q.—What conditions existed that 
made you depart from that method 
of paying vour agents? A.—The main 
condition that existed was that under 
all the circumstances of the business 
and the field, our men charged with 
the duties of filling the field with 
agents could not get men on the old 
terms. Some other company was al- 
ways biddine hicher for any desirable 
man than these terms we were offering 
and they could not get the good man 
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and the bad or poor man, the ineffec- 
tive man we did not want. We had 
to met competition in that sense. The 
competition for agents, I may say to 
the Commission, the point where com- 
petition exists mainly is the competi- 
tion for agents. That probably has 
been brought to your attention and 
that is where for example the great 
American companies coming into this 
country have forced a departure from 
some of the sound lines, by their com- 
petition for agents. They have come 
and simply gathered in the most 
effective men unles these men were 
tied by large renewals. 

MR. KENT: Every witness has 
said that he was perfectly willing to 
be virtuous and honest if he could be 
free from evil communications, prin- 
cipally from American Companies? 
A.%Just so, then the safe place for 
these people would be the peniten- 
tiary where they would have no com- 
munication with the outside. I was 
pointing out, Mr. Kent, the point 
where competition reaches us. We 
have been speaking of competition 
from time to time as an element in the 
business. Now the competition is at 
that point, the securing of agents. It 
is not so much in the field soliciting 
business although of course it is there 
too but it is the other place that you 
feel the competition. 

MR. TILLEY: £Your = directors 
practically control the stock of the 
company do they not? Taking them 
as a body? A.—Very nearly. Every 
director has a few friends amongst the 
the stockholders that support him or 
have every confidence in him and whose 
vote he could have, so that in that 
sense I admit that. 

Q.—So long as they stand together 
they are a close corporation? A.— 
Yes. 

Q.—You regard it as good business 
policy, do you, to keep well invested 
in mortgages and so on, not leaving 
any of your funds idle at any time? 
A.—We don’t leave any idle if we can 
help it. 

aeleyee if you err at all, probably 
you err on the side of being over-in- 
vested? A.—Well as a matter of fact 
we are almost all the time slightly 
over-drawn in the bank. 

Q.—That means over-invested? A. 
—Yes, we do that deliberately, do it 
on purpose, because so long as that 
is the state of affairs all our own funds 
are earning interest. 

Q.—What rent do you pay on over- 
drafts? A.—Five and a half per 
cent, 
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Q.—And there is no loss having re- 
gard to the average rate of interest 
last year, by reason of having a little 
over-draft? A.—No, there is a slight 
gain. The main object is simply to 
keep all the funds working. 


Q.—At the end of 1903 your over- 
draft was $23,300? A.—yYes. 

Q.—Did you do anything to pre- 
vent that being apparent? A.—No, 
it ig there. It is in the return. 

Q.—You did. not at all slight it? 
A.—No. 

Q.—At the end of ’04 it was $15,000 
and ’05 $8,000. Is that a fair aver- 
age of the way: your bank account 
would stand at that time? A.—Do 
you mean a fair average during the 
year? 

Q.—Yes? A.—It will vary from 
nothing to twenty or thirty thousand 
dollars. 

Q.—And you do that deliberately do 
you say? A.—Deliberately. As loans 
come in we cannot make it even, we 
would either have a considerable bal- 
ance idle in the bank for days or a 
month or we would have to have a 
little over-draft. We prefer to have 
a slight over-draft as a rule and we 
keep it from going too high. We re- 
fuse loans to keep it from going too 
high. 

Q.—You take a temporary accom- 
modation in order to keep your money 
out on long date mortgages? A.— 
Yes, that is better financing than the 
other way. 


Q.—Is there anything in the sugges- 
tion that insurance companies should 
have some of their money in invest- 
ments that can be quickly realized? 
A—I don’t think there is any neces- 
sity for it and as the company grows 
larger the daily and weekly income 
is sufficient to take care of all sudden 
calls upon the company. As we ex- 
perience it it is so. I think it would 
be so with a larger company as well. 
It is very different of course you know 
from a banking business where a very 
large proportion of fluid assets must 
be kept because the call may be sud- 
den, without notice. In our case 
there can scarcely be any call imagin- 
ed without notice. Even the presen- 
tation of a bunch.of policies if thev 
matured suddenly together would not 
be absolutely without notice: we would 
have at least a few days before we 
had to pay them. 

MR. LANGMUIR: You could al- 
ways melt some mortgages? 

A—Oh yes, we have. always got de- 
bentures and mortgages that are cer- 
tainly saleable. But suppose there 
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was a financial crisis and we could not 
readily realize on anything; even then 
the ordinary income would take care 
of any expenditure that I can imagine 
within the bounds of possibility. 

MR. TILLEY: Will you explain 
these documents which will be Exhibit 
339. You charge up here commissions 
and medical fees. A—This is a 15 
pay hfe, $2,000. 

Q.—Is this an exact copy of the way 
you have your book ruled? A—An 
exact copy of the ledger as far as this 
goes. 

Q.—Of your ledger account? A— 
Yes. 

Q.— And you have one of these ac- 
counts with every policy? A—Yes. 

Q—The moment the policy is issued 
it ig entered in the book? A—No, 
about a year after, when the year’s 
entries can be made. 

Q—Explain the keeping of that ac- 
count and what the different items 
mean? A—This charge $8.02 is the 
commission actually paid in this case. 
A very small commission paid evident- 
ly. This is a stock-holder’s son, one 
of those that came in cheap. Perhaps 
this is not as good a sample as some 
of those later. 


Q—I just want to ask you how you 
do it. Is that the actual commission 
paid on this policy or is that this po- 
licy’s share of the commission paid 
in the year for first year’s business? 
A.—There is a little mix up about that. 
These two items together contain the 
whole cost charged to the policy. We 
changed the method a year or two 
later so that I am not very sure of 
this. 

Q—Have you one showing how your 
present accounts are kept? A.—This 
will do and will give you a more satis- 
factory statement. We had to learn 
a few things at the beginning. This 
is $1,000 straight life. $14.76 is the 


initial commission charged. 


- Q—Is that the commission on this 
policy in particular? A—It may not 
be. It is the average with other peo- 
ple all the year. 


Q—The share that this policy should 
bear of the first year’s commission? 
A—Yes that is the idea of it. 

Q—What is the next item? A— 
$7.92. I would have to get.the clerk 
that keeps that book. The next I 
think is the general expense. charge. 
it seems high there. That is also one 
of the early ones, one of the 1891 ones. 
$7.92 must be the expense charged, 
that is the policy’s share of running 
expenses of the company. This is the 
mortality charge $3.25, the cost of 
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carrying the insurance. $11.80 is 
the Government reserve. 

Q—These are all the items you 
charged up against the policy in the 
first year of its existence? A—Yes. 
diane in all to $37.73? A— 

es. 

Q—On the credit side you have the 
premium $24.60 and $1.23 interest on 
premium ? A—Allowed him in full. 


Q—Leaving the balance of $11.90 
owing to the company in respect of 
that policy? A—Yes, in a sense the 
company has advanced that, which is 
just about the reserve. That is car- 
ried to the debtor side of the next 
year $11.90. Then we add to that 
$1.48 a renewal collection charge; $4. 
share of expenses for the year; $3.54 
actual assessment for mortality ; $23.90 
the second year’s reserve. 

Q—That would make the amount of 
the debtor side of the policy account 
at that time $44.82? A—Yes. 

Q—On credit side you have $24.60 
for the premium? A—Full premium 
again. 

Q—$11.80? A—Brought over from 
that side. 


Q—That is your credit now the re- 
serve of the first year? A—Yes. 

Q—Which is set aside for the reserve 
for the second year which you have 
put on the debit side? A—Yes 

Q—You credit $1.82 interest leaving 
a balance still of $6.60? A—Yes. 

Q—You carry the account forward to 
the next year, put in the items in the 
same way and it leaves there a bal- 
ance on the debtor side of 87 cents? 
A—Yes. 

Q—So that the policy has paid for 
itself? A—We say it is now self-sus- 
taining at the end of the third year. 
There was usually at that time some- 
times a few cents one way or the other 
according to the kind of policy, the 
variations depended on little varia- 
tions in loading which were corrected 
in this in reality. For example if the 
loading on a different kind of policy 
was a little lower or was longer in 
getting out by reason of that, it cor- 
rected itself. The reserve is at the 
end of the policy year, not the calen- 
der year. Then these credits after 
this, here we come to the end of the 
5th year where we have a credit bal- 
ance of $16.90. 

Q—A debit balance isn’t it? A— 
No, it is a credit balance. It is on 
the debit side. We then use that to 
purchase him a bonus addition of $30. 
at the end of the quinquennial period. 
The value of that would be carried 
over here as a reserve, as a liability 
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against the company and so on right 
through. 

Q—Is that done every year? A— 
Yes, we keep that going continuously. 

Q—Does the keeping of an account 
such as that with each policy involve 
much expense to the company? A— 
Well I don’t know that it does. At 
present it occupies a good deal of the 
time of one of the clerks in the actua- 
rial department, but she does a good 
deal of other work besides; work re- 
lated to this in some way. 

Q.—Have you been keeping the ac- 
counts of the policies in that way 
since the commencement of your com- 
pany? <A.—Yes, that is to say we 


- started I suppose in the second or 


third year to do it. 


Q.—And does the policyholder ever 
get a copy of that account? A.— 
No, I don’t know that we have ever 
been asked that and of course it would 
involve an immense labour to offer 
it generally. If anybody wanted to 
know we would be pleased to show 
him his account. I have done that 


-many a time. We have perhaps had 


a policyholder call and ask some ques- 
tion and I would show him the policy 
ledger and how it was kept. In 
about five minutes he would see for 
himself how the matter is done. It 
appears to be satisfactory to the 
policyholders, but to give them copies 
would involve immense labour and 
expense and if mailed to them, for 
the most part would be unsatisfac- 
tory for want of explanations. I find 
policyholders are well pleased if they 
get a reduction in premium every five 
years and that reduction is getting 
greater every five years, it is very 
satisfactory. It has been so so far 
with us; we have been able to do 
better every quingennium than we did 
before, and as the vulgar would say 
there is no kick coming in that case, 


Q.—I suppose that the debtor bal- 
ance on the policy that you have been 
referring to in the first two years is 
entirely due or almost entirely due as 
was indicated by that to the putting 
up of the Government reserve? A. 
—Of course the debtor side of the 
account for the first year is made up 
largely of the cost of putting it on 
the books and the reserve on the 
other hand, the two together create 
that adverse balance. 

Q.—The reserve required by. the 
Government was very high? A.—Yes. 

Q.—It was a substantial amount to 
pay? A.—yYes. 
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Q.—I am not saying it was a cent 
too high? A.—Yes, a substantial 
amount. 

().—It is a serious item that prob- 
ably the insured does not think -of 
when he is taking out his policy? 
A.—It does not affect him particu- 
larly at any rate. 

Q.—Would you think it advisable to 
commit the company to keep a less 
reserve in the early years of a policy? 
A.—There is an argument in favour 
of the view, and yet I fear the pre- 
sent result would be to open the door 
to extravagance inasmuch as it might 
loosen the present restrictions and 
lead to the too liberal use of money 
for the extension of business. 

Q.—It is suggested that if you in 
some way worked out a criterion or 
standard by which the company could 
measure what its expenses should be 
and aim at keeping within that, that 
probably they would be more eco- 
nomical, but you think by not put- 
ting up so much reserve it would 
simply give them more fundsP A.— 
Give them more rope, I think the 
effect would not be benefivial: to 
those companies that are inclined 
to be conservative in management 
and endeavour to meet the present 
conditions with all their restrictions 
and yet keep on the right side. 

Q.—You think then that the pre- 
sent system of requiring the company 
to keep up the full net premium re- 
serve is quite satisfactory? A.—I 
would favour the continuance of ‘that 
system. JI am not in favour of a 
term reserve the first year, as this 
system has been called. 


Q.—You have had that before you? 
A.—yYes, for the reason that I think 
it would open the door to undesirable 
practices, it .would let down a bar 
which I think upon the whole in the 
interests of the business ought to be 
kept up. 

Q.—Do you think there is anything 
to be gained by restricting the ex- 
penses of the company by legislation ? 
A.—I don’t think so; I don’t see 
how it could be practically done 
without hampering the business as 
conducted by the most conservative 
company. 

Q.—The object of the reserve is, I 
suppose, to insure the company shall 
be solvent? A.—Certainly. When a 
man pays his first premium on his 
policy the company becomes indebted 
to him to the amount of that reserve 
at once. That policy is analagous to 
the issue of a debenture of a muni- 
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cipality, and,a sinking fund ought to 
commence with the first issue, a sink- 
ink fund should commence at _ the 
same time and run on all fours with 
the other. 

Q.—You would say that. unless the 
amount of that reserve is required for 
solvency it should not be insisted 
upon merely to make the companies 
economical? A.—No, the other is the 
argument for solvency; I was look- 
ing at the point from its practical 
side just when you put the question 
the other way. ® 

Q.—Is the mortality up to the Hm. 
table here in Canada? A.—Is the ex- 
perience rate of mortality equal to 
the table? No, not usually. 

Q.—Why? A.—Though, last year, 
if you will allow me, we happened 
to be hit heavily last year, it came 
close to the standard rate, it never 
happened before, it may not again, 
it does not usually, it is a matter of 
accident. 

Q.—Your death loss was practically 
up to the expected? A.—Very nearly. 
Lge bits to the table? A.— 

es. 


Q.—So that there was no gain of 
any amount went last year from that 
source? A.—Not much. 

Q.—But that was an exception that 
probably proves the rule— A.—At 
the same time it proves the possi- 
bility that such a thing may happen 
any year to any company through a 
coincidence or accident. Two or three 
heavy risks fell in. The heaviest of 
that might be considered purely acci- 
dental. 

Q.—The expected mortality might 
even be exceeded? <A.—It might, it 
was in our case two or three times 
in one branch, very small. 

Q.—Was that in the Women’s Sec- 
tion? A.—In the women’s branch, 
and then to make it average, in some 
years it was nil, the same branch. 

Q.—Because that might happen 
would be no reason for requiring a re- 
serve which was not required under 
normal conditions; you are bound to 
have these exceptional circumstances 
some years? A.—No, but it is a rea- 
son for keeping the margin on the 
right side, being on the _ safe 
side, keeping a surplus’ undistri- 
buted, keeping up the proper healthy 
standard of risks and all that; the 
standard of reserve measures the real 
liability. ; 

Q.—Although in the early years of 
a policy the full reserve was not re- 
quired for solvency? A.—It was the 
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new policies that happened to fall in 
that hit us so hard last year. 

Q.—Would you lay that down as a 
rule that a company should not be 
regarded as solvent unless it has the 
full reserve in the early years? A.— 
I think that should be the test of 
solvency, theoretically it is, and in 
practice it is very unsafe to depart 
from it, 

Q.—Do you charge anything against 
the policy in your account for man- 
agement expenses in the first year? 
A.—We don’t now, we charge the full 
expense of keeping it on the books 
as nearly as we can; ascertain in 
broad and general terms, and we omit 
the other, believing that the old 
business should take that off the 
shoulder of the other. 

MR. LANGMUIR: Have you ex- 
perienced any excessive mortality in 
any part of the Province over an- 
other? A.—There is nothing notice- 
able in that respect. 

Q.—For instance Manitoba? A.— 
No, we have very little there, one or 
two losses only, nothing marked at 
all that I could now cite as being at 
all instructive in any way. 

MR. TILLEY: Q.—Your endow- 
ment business exceeds your whole life 
business? A.—Yes. Speaking of that, 
Mr. Langmuir, I might say one of 
our oldest agents came to me some 
time ago and said, “‘I think you 
ought to allow me a bonus, I have 
been with you now eleven or twelve 
years, and I have a_ considerable 
amount of business on my books and 
you have never had a loss.’”’ I said, 
“You had better wait a little longer 
and see the average,’’ and the next 
year he had three or four losses, 


MR. TILLEY: Q.—yYour endow- 
ment business is a good deal larger 
than the whole life business? A.— 
Yes. 

Q.—And larger than the limited 
payment life? A.—Yes. 

Q.—In fact it is about equal te 
both of them? A.—Yes, I think so. 

Q.—Do you urge your endowment 
business? A.—No, all the urging we 
do is along the line I mentioned a 
little while ago. 

Q.—Is that what the public seem 
to want now? A.—TI think they do. 
They like to look forward to the 
day and say, “If I am living, and 
I hope to live to see myself at sixty, 
or whatever it may be—I shall get 
that money to help me in old age.”’ 
That is the strong inducement; it 
is the argument for life insurance, 


Dominion Life (Thos. Hilliard Ex’d.) 


and the public seem to value that 
very much. I do myself; I have five 
or six policies, and there are two 
of them only due at death, and the 
others are all endowments. 

MR. LANGMUIR: Q.—Would not 
you think it would be safer to some 
not to have insurance during the 
lifetime in order that the widow 
should have itP A.—I dare say that 
is true. 

Q.—You find in a great many in- 
stances it is the case? A.—Some peo- 
ple I suppose are not fit to be trust- 
ed with money, but that won’t be 
a very strong argument against en- 
dowment or any other insurance. 
Some people have been left money by 
indulgent and economical fathers and 
we know what happens, the money is 
a curse to them instead of a blessing, 
but it is no argument against econo- 
my or the laying up of an estate 
for one’s family. We have endeav- 
oured to provide, and most other 
companies I think do the same thing, 
that a man may leave his policy to 
his family, and that the company 
shall pay it out in instalments to 
run for a lifetime or for a limited 
number of years. I think most of the 
companies are doing that, it is an 
option, and it is not taken advantage 
of to any large extent, just a few 
cases. 

MR. TILLEY: If you paid your 
commissions on the basis of a com- 
mission on the life premiums I sup- 
pose you loaded your premiums in 
the same way, did you? A.—Our 
premiums run now and have been 
since 1900 exactly uniform with the 
majority of the companies, and you 
have that loading given in previous 
testimony, 20 per cent. ad $3 con- 
stant. 

Q.—Prior to that how did you load 
the premiums? A.—Well, I could 
hardly give you an exact rule. [ 
laid out mine with a tolerably uni- 
form percentage loading; then I found 
when I came to compare it with our 
competitors that here and there I was 
a little up or down, and I had to 
meet that sort of thing, but when 
we came together and most of us 
agreed, we agreed on this after much 
discussion as fair and reasonable and 
a desirable loading at the rate we 
have just mentioned; then we fell 
into line. 

Q.—Took the uniform rates? A.— 
Yes. 

Q.—I suppose it is fair to say there 
was no systematic method of loading 
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in the first place applicable to all 
policies? A.—I do not think there 
was, because everybody had to con- 
sider what his competitors in the 
field were doing and to be governed 
to some extent by reference to that. 
Q.—Hspecially a new company? A. 
—A new company must, any com- 
pany; you cannot afford to set the 
pace and do not do what other peo- 
ple will do. Two tailors on the same 
street will do the same thing. 


Q.—You have the usual forms of 
policies? A.—You mean _ different 
classes P 

Q.—Vesr) As 9 es, 


Q.—Have you all the different 
varieties? A.—No, I suppose we have 
not all; there are many sub-varieties 
and small distinctions and classes we 
have not. We have I suppose all the 
leading types of. policies. I under- 
stand some of the large companies 
have as many as 200 different forms; 
they have at least a great many. We 
have no such number as that, 


Q.—On your policy you make the 
statements contained in the applica- 
tion for the policy a matter of war- 
ranty by the assured? A.—Yes. 

Q.—Is that usual with companies 
now? A.—J cannot say whether there 
has been any change lately or not, 
that is our form from the beginning, 
that phraseology is. 

Q.—Have you ever had any case 
where you have refused to pay be- 
cause the statements were untrue? 
A.—Yes, we have had I think two 
cases of dispute. 

JUDGE MacTAVISH: In all? A. 
—I think that is all on that ground 
of warranty in the application which 
was untrue and was g serious and 
material mis-statemet, 

MR. TILLEY: You do not put that 
in your policy, you do not say any- 
thing about the materiality of it? 
A.—The Court would. 

Q.—You say all statements and re- 
presentations contained in the appli- 
eation for this policy the assured 
warrants to be true? A.—The Court 
would hold they must be material, 
and anything not absolutely material 
we would never think of disputing 
the case. You have to make the lan- 
guage broad or less the interpreta- 
tion be too narrow. 

Q.—Would not it be fair to put 
it just what you wanted to cover? 
A.—You cannot specify item by item 
what you want to cover. The Court 
will rule severely against the com- 
pany in any case, and properly so, 
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because the company lays out the 
form of the contract, and the Court 
will hold the company strictly to the 
interpretation and the assured less 
strictly, and I quite agree with that 
part on the part of the judiciary. 
We must then make our contract as 
broad as possible and leave it to the 
Court in the case of dispute to say 
whether this is a material misrepre- 
sentation or not, whether it induced 
us to insure when we would not. 


Q.—In the conditions in your pol- 
icy you have it provided that after 
three full payments the policy shall 
not become void by non-payment of 
the premium thereon within the thirty 
days of grace, but shall continue in 
force as a term or temporary assur- 
ance for such a period as four-fifths 
of the legal reserve (first deducting 
any indebtedness due by the assured 
to the company) will purchase con- 
sidered as a single premium at the 
company’s rates for temporary assur- 
ance at the age of the assured when 
the unpaid premium fell due, this is 
what we call extended insurance. If 
a man has paid three full premiums 
on any form of policy we carry him 
irrespective of any action or non- 
action on his part, we carry so long 
as the reserve in our possession will 
enable us to carry him. _ 

Q.—So long as four-fifths of the re- 
serve— A.—That is simply provid- 
ing for qa proper loading. 

Q.—That is to say you give him 
term insurance for that length of 
time? A.—Yes, we continue insur- 
ance. 


Q.—If the death of the assured oc- 
curs within said term of temporary 
assurance the company will deduct 
from the amount of the policy the 
amount of the premiums forborne at 
the time of death, with interest 
thereon at 7 per ‘cent. compounded 
annually. Provided also that during 
the continuance of said term insur- 
ance the assured may at any time 
without medical examination rein- 
state this policy as fully as if no 
default had been made, by paying 
all premiums due thereon with inter- 
est at 7 per cent. compounded annu- 
ally? A.—Yes. 


Q.—You make that provision with- 
out any medical examination? A.— 
Yes, sir; we continue the insurance, 
and if he resumes payment before his 
insurance is done he comes on again 
without any question whatever except . 
paying up. 
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Q.—You treat the reserve fund as 
an amount you loan to him to pay 
his premiums practically ? A.—It 
might be considered in that way; we 
do not treat it in our books in that 
way. 

Q.—You act on that principle? A. 
—Yes. 

Q.—As though he had borrowed that 
money from you and his policy was 
fully in force during that time? A. 
—-Say he had paid us in all $100, 
of which we have $60 left in reserve. 
We have used up $40 of that in carry- 
ing him those three years. There is 


still $20 due to him. We carry him 


as long as the $20 will last, and if 
he resumes payment within the time 
this $20 is carrying him he goes on 
as before. We have very many in- 
stances of that occurring, a man tak- 
ig a rest through stress of circum- 
stances and inquiring after a while 
what there is to pay, and they re- 
sume, some of them after a lapse of 
several years. 

Q.—You have a provision here in 
case of dispute there shall be arbi- 
trationP A.—Yes. 

Q.—Have you ever acted upon that 
at allP A.—wNo. 


Q.—Do you regard that as being 
of any value to you? A.—I am not 
sure it is, it looks well on paper, that 
is about all. It looks well, and it 
has never been acted on. We have 
only had two disputes, one went to 
Court and the other did not. It is 
there in earnest if anybody chooses— 

Q.—It is binding on you? A.— 
Yes. 

Q.—Whether it is binding on the 
other party it is a different matter? 
A.—It is a matter of law, I suppose 
it would not be, because no man can 
contract himself out of his rights in 
the. Court. 

Q.—I don’t know? A.—Perhaps the 
Judge may not hold with me. 

Q.—I want to put in your form of 
policy loan agreement and the claim 
papers? A,—Yes. 


—Form of policy filed as Exhibit 


340. 

—Form of policy loan agreement 
filed as Exhibit 341. 

—Copy of claim papers filed as Ex- 
hibit 342, 

—Copy of profit and loss statement 
for 1905 filed as Exhibit 343. 

Q—The policy loan agreement pro- 
vides in this way, ‘‘And further that 
until the said principal money and in- 
terest is fully paid to the said com- 
pany, its successors or assigns, the 
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then subsisting policy hereby charged 
shall notwithstanding the provisions 
of paragraph number 5 under the 
heading ‘‘Privileges to the Assured’’ 
on the face of said policy, or any other 
provisions or agreements contained in 
said policy become void by the non- 
payment of any premium thereon with- 
in the thirty days of grace, and shall 
not in case default is made in pay- 
ment of any such premium within the 
thirty days of grace aforesaid be there- 
after continued in force as a term or 
temporary assurrance or otherwise 
howsoever.’’ Under this clause in the 
agreement the assured would lose the 
benefit of the provisions in the poli- 
ey—‘‘And further that if at any time 
the amount of principal and interest 
owing hereon, together with any fur- 
ther or other liens or charges then 
held by the company, its  succes- 
sors or assigns, against the then 
subsisting policy hereby charged, shall 
equal or exceed the then cash surren- 
der value of such policy according to 
the company’s usual surrender value 
tables, the company may declare such 
policy cancelled and the same shall, 
upon such declaration become void and 
in such case such cash surrender value 
shall be credited as a payment on this 
or such other liens or charges in such 
manner as the company shall think 
proper.’’A—Loses the benefit of the 
extension clause when he takes the 
loan, that is he must now pay his pre- 
miums promptly, that is within the 
thirty days’ grace. 

Q—And if he does not pay them 
within the thirty days’ grace he loses 
the benefit he would otherwise have 
of extended insurance? A—In other 
words he cannot have his loaf and eat 
it; he cannot take it out of the com- 
pany by way of a loan and then get the 
benefit of it by way of insurance. 


Q—tThat is not I think a fair way 
to put it? A—That is the intention. 


Q—No; supposing I have a loan of 
just half that I am entitled to, and 
there is still money due me in the 
company’s possession, why should I 
forfeit— A—You mean some remains 
of the loan value? 

Q—Yes. A—In that case we would 
not enforce that under the strict rule, 
because in almost every case the loan 
takes the loan value when the policy 
holder takes everything. 

Q—That could be very easily ex- 
pressed, and it is expressed in your 
policy, because the policy specially pro- 
vides that it shall four-fifths of the 
reserve less anything owing to the 
company, and if the amount of the 
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loan eats up that fund then there is 
nothing with which to pay for the 
term insurance, then why have that 
clause in here? A—We were advised 
to make this very specific because the 
parties might catch us Just on a sort 
of doubtful place. 

Q—It is not special to your com- 
pany only, but it is not unfair that 
a man because he wants a loan on 
what is an asset of his must forfeit 
some of his privileges under the policy 
in order to get that loan? A—I do 
not see how you can protect the com- 
pany except by some such provision 
as this. 

Q—You have the company protected 
now because you provide that the fund 
that shall pay for the term insurance 
shall be four-fifths of the reserve less 
the loan—A—He gets out two-thirds 
of the reserve as a loan usually. 

Q—Supposing he gets one-third of 
the reserve? A—That occurs very 
seldom, I don’t know that we have a 
dozen such cases. 

Q—That does strike one’ as being 
an unfair clause to have in the docu- 
ment, because I suppose you know peo- 
ple who take these loans do not take 
these documents and read them 
through? 
can help it. 

Q—You must not write anything in, 
but so long as you have it printed 
everything goes? A—We have to 
guard the company against a claim 
arising. 

Q—You are not guarding the com- 
pay against any real chance, because 
under your policy the loan he is to get 
is stated, and if that wipes out the 
fund that is the end of it? A—You 
think that will be unnecessary, is that 
your contention. 


Q—That is what I was suggesting? 
A—Then it is redundant. 

Q—No, it puts the policy holder in 
this position, that whereas formerly he 
could let his payment go by and still 
have some rights, and still reinstate 
without medical examination, because 
he has a loan, he must watch the 
exact date, if a company wanted to 
be sharp with him? 

Q—In practice we watch him. We 
dun him and warn him over and over 
again before we cancel that. It is the 
company may cancel it We try our 
best to keep that man on our books. 
As a matter of fact I do not think 
a case has ever occurred in which any 
hardship has ever arisen. No man 
has been written off the books until 
he has been written to again and 


A—I don’t know how we 
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again and until he has been asked to 
pay at least one premium. 

Q.—That does not provide the com- 
pany may, this provides in this way 
that the policy hereby charged not- 
withstanding the provisions of num- 
ber 5 shall— A.—It excludes that 
provision. 

Q.—‘‘Shall not in case default is 
made in payment of such premiums 
within the thirty days of grace be 
thereafter continued in force as a term 
or temporary insurance or otherwise 
howsoever P’”? A.—We do not, we write 
to him and ask him and urge him to 
save his policy from lapse. What I 
mean to insist upon is that no prac- 
tical grievance really exists on that 
matter, although possibly your con- 
tention might be maintained as a 
matter of interpretation. 

Q.—I am criticising the form of the 
wording, not your practice in regard 
to it; I am not saying you abuse it 
at all? A.—I did not: understand 
you to say we had. 

Q.—You have furnished a gain and 
loss exhibit? A.—Yes. 

Q.—You have been accustomed to 
make out these in the conduct of your 
business? A.—Not in this form. — 


Q.—Have you after a form of your 
own? A.—We have explored the sub- 
ject in our own ways. This does not 
agree with the way we keep our books. 


Q.—In order to make it uniform 
for the purpose of the Commission it 
does not answer to your books? A:— 
No, it is not as illuminative to us 
practically as the way we have been 
doing it ourselves. I am not criticis- 
ing this at all. It so happens it does 
not fit in with our book-keeping com- 
fortably at all. 


Q.—Do you think it would be well 
to require these gain and loss ex- 
hibits to be prepared by companies 
each year? A.—For publication in 
the blue book? 

Q.—Yes? A.—I don’t know what 
ne there would be obtained from — 
that. 


Q.—Some thought it would and 
some thought not. It shows how the 
first year expenses are comparing with 
the loading and margin for expenses 
and so on, shows what progress is be- 
ing made year by year? A.—I doubt 
whether the exhibition of this form 
of statement to the public, which of 
course is the object of publication in 
the blue book, I doubt whether it is 
particularly illuminative to the pub- 
lic. A few experts would be able to 
follow it up and understand it, a few — 
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accountants and actuaries and the 
like; I fear the general effect would 
be somewhat misleading, and it might 
lead to unfair comparisons being 
drawn by agents and others as against 
other companies, they have this mater- 
ial to work on, and they could work it 
up into a statement that might not 
be fair, and they might do that even 
without intending to be unfair. 


Q.—Your first year premiums 
amounted to $8,667.68? A.—That is 
loading. 

Q.—Would that be the loading on 
the policies that were written in that 
yearP A.—Yes. 


Q.—The net expected death losses 
in the year 1905 in respect of policies 
issued in that year $4,126.79; that 
was the net expected death losses in 
respect of policies written in that 
year? A.—For that year; that was 
taken in this way: those written in 
the first 6 months we took for 9 
months, those written in the last 6 
for three, making nearly the same as 
6 months or a half year round. 

Q.—Why did you do that? <A.— 
Because policies written during the 
year had only an average duration of 
6 months, we had to carry them an- 
other six months, so that the expected 
death losses would be one-half of the 
year. 


Q.—A portion of the death loss in 
respect to these losses would be in the 
following year? Ai—-Yes Yand’ this 
first item is a theoretic one, expected 
death losses, that is only given for the 
half year, but now take the next item 
less net actual death losses in that 
year in respect of such policies, it is 
twice as much, $8,234.50. The poli- 
cies would have to go on till the 30th 
June of this year to complete their 
year, and not a single dollar of that is 
recorded in this last 6 months, and 
my point is that this kind of state- 
ment made up in this way therefore 
would tend to misleading deductions. 

Q.—You have probably tried to 
make the computation with a little 
too much detail, and probably a little 
more than was anticipated in this 
case? A.—I thought we were follow- 
ing the instructions exactly as we 
knew how. 

Q.—There would be in the year 1905 
an expected death loss in the first 6 
months with respect to the policies of 
the preceding year? A.—Yes, of this 
amount carried on or thereabouts. 

Q.—So that it would be double that? 
A.—And then we did not experience 
any, as a matter of fact. 
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Q.—So that if you had taken the 
whole year your actual and expected 


would be pretty nearly equal? A.— 
Yes. 


Q.—And the way you have comput- 
ed it you made it one-half by taking 
the 6 months only? A.—Yes, it was 
just a matter of pure accident that in 
the last 6 months of the year this 
happened to come in and none in the 
next 6 months with respect to those 
same policies; but that only accen- 
tuates my point that a statement of 
this kind must be received with grains 
of allowance. 


Q.—The total margins on your first 
year premiums would be $4,559.97 ac- 
cording to the way you computed it; 
expenses $36,592.79; or a loss with re- 
spect to first year business of $82,- 
032.82? A.—Yes. 


Q.—Do you know whether your ex- 
penses as compared with your first 
year premiums were about normal with 
your company during that year? A, 
—Do you mean the expenses of the 
business of the year? 

Q.—Yes? A.—I suppose so. 

Q.—Do you anticipate paying out 
the whole of your first year premiums 
in expense? A.—Not quite; that will 
appear somewhere, if not in this state- 
ment there will be another showing 
the difference—there is another state- 
ment, I think it is on the next page 
of the return showing the distribu- 
tion of expenditure. You will find 
the total expenditure as charged with 
this is $36,592.79. The first year 
premiums is about $3,000 higher than 
that. 

Q.—So that you were within your 
premiums? A.—The ratio of expendi- 
ture to the first year’s premiums was 
92.6. 

Q.—That is under 100 per cent? 
A.—Yes. By first year’s premiums [ 
means the cash receipts on the first 
year’s premium account for the first 
year as shown in the Government 
statement. I mean by expenditure 
the expenses we actually paid out in 
the same twelve months as shown in 
the Government statement. 

Q.—Taking the calendar year in 
both cases? A.—Yes. 

Q.—Your expected death losses 
then for the 1905 business, $46,- 
520.83? A.—Yes, 

Q.—And your net actual death 
losses $30,773.50, making a_ profit 
there from that source of $15,747.33? 
A.—Yes. . 

Q.—How does that compare with 
what you regard to be the fair aver- 
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ageP A.—It is a little higher than 
our usual experience. 


Q.—What is the usual experience? 
A.—It varies a good deal from year 
to year, but it runs anywhere from 
50 to 70 per cent.; if you take sev- 
eral years together it runs about 60. 


JUDGE MacTAVISH: That is 
about 66 per cent.? A.—Yes. 


MR. TILLEY: Do you regard that 
aS being a permanent source of profit 
to the Canadian companies, a gain 
in mortality of that nature? A.—I 
think a little of it is. 


Q.—The rest of it is accounted for 
by what? A.—We are working on 
the British Mortality table of a num- 
ber of years ago, of 1863; and I think 
it is safe to say that the average 
mortality in this Canadian climate 
amongst Canadian people, well nour- 
ished, and living as a rule under 
healthy circumstances, will be perman- 
ently somewhat more favourable than 
that of English experience in the earl- 
ier part of the last century; the 
conditions of living, sanitary and the 
like, have changed somewhat in favour 
of longevity; we may therefore fairly 
and safely build on at least some per- 
centage of favourable mortality. Then 
as long as a company is growing at a 
healthy rate, putting on say from 12 
up to 20 per cent. of new business 
each year compared with old, adding 
a fair proportion of that again, there 
will be such infusion of new blood 
as will tend to keep the mortality 
below the true average of an insured 
and permanent business, that is old 
business on the books, the new busi- 
ness added to it will reduce the aver- 
age mortality somewhat, and _ will 
keep it reduced for a century to come, 

Q.—By reason of that selection and 
medical examination? A.—Yes, a 
certain proportion of fresh, selected 
lives coming in every year will tend 
to keep the mortality below the table 
rate, and that I think accords with 
the experience of all American com- 
panies. 

Q.—The extent to which it will be 
below the table rate to some extent 
depends on how much new business 
the company is writing? A.—Yes, 
somewhat. 

Q.—How many of the lives are new, 
and how many are old? A.—Yes. 

Q.—You had reserves released by 
surrender and lapse $12,709.73, and 
you allowed as_ surrender’ values 
$3,710.08, about one-fourth or better ? 
A.—Yes. 
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Q.—How is it with the clauses that 
are in the policies now as to getting 
continued term insurance and other 
privileges of that nature that you 
realize such a benefit from reserves 
released by surrender and _ lapse? 
A.—There is a little margin; in the 
case of each of these parties who goes 
off the books by the expiry of the 
extension, four-fifths of it— 

Q.—So that there is 20 per cent. 
saved there? A.—Yes, 

Q.—That would not account for that 
though quite? A.—No, but there are 
several distinct items that account for 
that. 

Q.—What would be the nature of 
them? A.—That was one of them, 
the reserve released by policies that 
expired say: at the end of the sec- 
ond year, not renewed. There is no 
surplus of course but there is a por- 
tion of the reserve; that will come 
into this item, and quite a few lapses 
occur at the end of the second year. 

Q.—That is reserve which has been 
charged up to the debit side of the 
policy account is released although 
the policy might not yet have a credit 
balance? A.—Yes, and the difference 
between that and the debit balance 
which remains unprovided for would 
appear here, so that there is a profit 
there. 

Q.—Your surrender values are al- 
lowed after three premiums? A.— 
Yes. 

Q.—So that in the first and second 
years— A.—Those that lapse then 
leave a portion of their reserve, since 
the reserve has already been charged 
to us there is not all the gain shown 
here, not a real gain, but there is 
an apparent or book-keeping gain, in- 
asmuch as we have been already 
charged as taking in as a liability a 
certain reserve we have not received. 

Q.—That does not constitute a real 
profit? A.—No, but is a releasing 
a lability. 

Q.—Getting it back? A.—yYes. 

_ Q.—So that a great deal of that 
item would be just a return of this 
$32,032 of the first year excess busi- 
ness by reason of policies lapsing ? 
A.—Yes, a good deal of that is in 
the corresponding item to this the 
year before. 

_ Q.—By reason of the policy not be- 
ing persistent? °“A.—yYes. 

Q.—The total profits were $49.- 
230.76, less $32,090.37, or net profit 
for the year $17,140.39? A.—Yes, a 
good deal of that went to the pay- 
ment of dividends and bonuses and 
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the like to policyholders, went into 
the liability in that form. 

Q.—Do you pay excessive salaries 
in the Head Office? A.—Some people 
think so, 

Q.—Yours was very low at the com- 
mencement? A.—Yes. 

Q.—And I do not know that one 
should describe it as very high yet? 
A.—I heard the other day of a cer- 
tain friend of mine who was told by 
another friend the salary I got, and 
he said ‘‘I am astonished, there is 
no man living worth that amount of 
money.’ So you see there is room 
for difference of opinion. 

Q.—What salary was he referring 
to when he was saying no person 
was worth that? A.—A _ salary of 
$3,600. 

Q.—You would not agree with him? 
A.—He thought $1,000 was big enough 
for anybody. 

MR. KENT: Would you be in 
favour of an amendment to the law 
which would permit your policyhold- 
ers to vote in person at your meet- 
ingsP A.—I don’t know that I would 
seriously object to it, I don’t know 
that it would do any good or any 
particular harm; I cannot see any ob- 
jection or any benefit. 

Q.—Some witnesses have said they 
are entirely opposed to it, some that 
they are entirely in favour of it? 
A.—Yes, I suppose so; there will be 
as many opinions as persons. 


Q.—One was frank enough to say 
he would be entirely in favour of it 
if he knew beforehand how the pol- 
icyholder was going to voteP A.—A 
good deal would depend on how wide 
that vote would extend. Supposing 
for example they were to vote on the 
question of whether I myself was to 
be retained on the Board or not, why, 
you see, there might come to that 
meeting 50 or 60 policyholders with 
a man in view, and the first thing 
T would know I would be out and 
the other fellow in. 


MR. TILLEY: That would be a 
shame? A.—Of course it would. 

MR. KENT: That does not hap- 
pen in a small company? A.—No, 
there are some safeguards; when you 
come to our friends of the Mutual 
they will tell you all about that. I 
could tell you now, but I think it 
would come better from them. 

Q.—You think they will make an 
open confession to-morrow? A.—I 
have no doubt they will, just the same 
as I have done to-day. I will tell you 
in a word, you must have in any in- 
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stitution of this kind sufficient pro- 
vision for continuity of management 
under all ordinary circumstances, and 
behind that there ought to be some 
provision for geting rid of rascals if 
they prove to be rascals, but ordinar- 
ily there should be a provision for 
safety and continuity of management 
in any company, mutual or otherwise, 
and I have no doubt they will show 
you how they provide for that in a 
purely mutual company, and they are 
quite right in providing for it. They 
must in order to safeguard the in- 
terests committed to their charge pro- 
vide for reasonable continuity and 
safety of their management. 


Q.—There is a great deal to be 
said, and you can reply with a great 
deal of force, and I would prefer a 
direct opinion either one way or an- 
other, because as a Commissioner I 
have certain recommendations to make 
when we are through and I want to 
bolster them up by the evidence of 
men like you who have been a long 
while in the insurance businessP A. 
—So far as I can agree with you I 
would be very glad to help you. 


Q.—You don’t know just how I feel 
on the subject? A.—I would answer 
any question Your Honors have any 
disposition to put. 


MR. TILLEY: Q.—yYou have an- 
swered that as far as you care to 
answer it as to policyholders voting; 
you do not hope to see the day when 
policyholders will have a vote in the 
Dominion Life? A.—I do not really 
think it is desirable; of course if legis- 
lation turns that way—I do not see 
any strong reason for it. I think in 
buying insurance a man is in many 
respects, in most essential respects, 
very much as he is in buying any 
commodity. Suppose I want to go 
to Europe; I buy a steamship ticket ; 
I cannot in the very nature of things 
examine the engine and the ship and 
the ship master on the subject of 
navigation, for one thing I do not 
know enough about it, and for another 
I have not time. I cannot then have 
anything to say about the contro] of 
that ship. I buy the ticket and ex- 
pect the company to see I am carried 
safely according to the laws of navi- 
gation to the other side of the ocean. 
Now, if I buy insurance I do not care 
about the management as long as it 
is decently conducted, I do not want 
to interfere, I do not want to take 
time from my business for that pur- 
pose. I pay and I want these things, 
first, that the institution shall be se- 
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cure above all things, secondly they 
will do their best honestly to give me 
return for my money; I trust them 
to do that on their honor, I do not 
want to be bothered— 

JUDGE MacTAVISH: Q.—You 
surely do not suggest that a man 
taking an acean trip runs the same 
amount of risk that a man does in- 
suring his life? A.—He takes a 
great deal more, but he does~- not 
bother about the management of the 
vessel all the same. 

MR. KENT: Q.—But you see, sup- 
posing you get on board a steamer, 
one of your friends comes in and says 
“T believe that this is an old tub, I 
heard a man say he did not think we 
would ever get to the other side,’’ per- 
haps you would run ashore as soon as 
possible P A.—I go to a reputable 
steamship company, I depend on the 
general reputation of that company 
as widely known, and I take my 
chances on the rest. 

MR. TILLEY: In insurance matters 
you put yourself in the insurance 
company’s hands, and then you re- 
main there by necessity for twenty 
or thirty years. if you live long 
enough, and you cannot get out? A. 
—No more than you can walk off the 
vessel in the Atlantic for a certain 
number of days. 

Q.—I suppose when you were getting 
up the premiums you also got up esti- 
mates? A.—Yes, we fixed estimates. 

Q.—Fixed them how much too high? 
A.—We thought we were pretty con- 
servative at the time, we fixed them 
about as low as any other estimate 
we could find on the road, and then 
we tested them by different calcula- 
tions, that if interest was so-and-so 
and if mortality was so-and-so, and if 
we could keep our expenses as they 
were at the start we could meet those 
estimates. 

-Q.—Do you say you put all those 
ifs in the book? A.—No, but in our 
mode of calculation. 

Q.—You did not let the insurer 


know there were so many ifs about: 


it? A.—He knew there were ifs, be- 
cause they were estimates and not 
guarantees. 

Q.—How did the results agree with 
the estimates? A.—The results come 
out a little lower than the estimates. 

Q.—There was no possible chance 
of coming higher? A.—There was 
at first, but certain things happened, 
interest went down and sundry ex- 
penses. uncontrollable by us went up, 
and these two things worked against 
us and spoiled the estimates. 
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Q.—If that element had not enter- 
ed into it would you have realized the 
estimates? A.—Pretty near I think. 

Q.—Do you think it is right to pub- 
lish these estimates? A.—I don’t 
know when answering that question 
with a Yes or No, do you mean any 
wrong doing it? 

JUDGE MacTAVISH: Fair to the 
public? A.—Well, if the estimates 
are conservatively made up, and the 
public want to see them we could give 
them as estimates and no more. 


MR. TILLEY: Q.—It is not for 
the Dominion Life to put out esti- 
mates or profits less than other cgm- 
panies? A.—I think ours are amongst 
the lowest now. 

Q.—In the new book? A.—Yes, I 
think they are as low as any, and let 
me say that our present premiums, 
these estimates look more like being 
met, or very close to it as far as we 
have gone, we have now some slx 
years’ premiums in, and they appear 
to be earning about the rate we cal- 
culated, so that I do not think the 
estimates are very far wrong. 

MR. LANGMUIR: And now you 
have Northwest loans? A.—That is 
helping us to meet them. 


MR. TILLEY: Q.—At the time the 
estimates were made you did not ex- 
pect the interest to be so good as it 
isP A.—Nor we did not expect the 
taxes that came on since to work the 
other way. 

Q.—The taxes do not bear much? 
A.—Yes they do. 

Q.—Have you ever made any loans 
without any security at all except on 
policies? A.—wNo. 

Q—I notice that in 1893 there is a 
resolution that the application of the 
Ontario Mutual Life Insurance Com- 
pany for a loan of $9,000 be granted 
at 5 per cent. A—I would not call 
that without security. 

Q—What security did you get? 
A—That company is considered very 
safe, as good as a bank, safer I think 
than a bank. 

Q—Was there any security given 
to you for that loan such as is author-— 
ized under the Act? A—No other 
security than the company itself in 
the shape of a deposit receipt, so it 
amounted to the same thing. 

Q—Did you get a note? A—The 
form was a deposit receipt as nearly 
as may be the way the bank writes 
it. 

Q—That is you just gave them the 
$9,000, and they paid you 5 per cent. 
interest on it? A—Yes. 
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Q—And you got no security in the 
way of property pledged to you? A— 
) 


Q—That was improper? A—TI don’t 
know about that. 

Q—Are you allowed to lend your 
moneys except on securities under the 
Act; why could you loan them to 
another insurance company any more 
than you would loan them to a pri- 
vate individual without security? 
A—There is no possibility of loss in 
that case. 

Q—I am not asking the possibility 
of loss. I am asking you about com- 
plianee with the Act, carrying out the 
Act? A—That is the legal point. . 

Q—Call it whatever point you like? 
A—I am not sure but what it may be 
objectionable from that standpoint, 
but it certainly is not in the point of 
security. 

Q—Have you ever made them any 
other loan? A—I think that is the 
only one. 

Q—Have you ever had any loans 
from them? A—No. 


Q—That was a loan made of $9,000 
without any security, have you made 
any other loans without security, let 
me ask you again? A—No, I had 
totally forgotten about that when I 
answered awhile ago, I do not think 
there is any other case. 

Q—Have you made any other eens 
to any insurance company A—No. 

Q—Do you know how you came to 
make that loan without security? 
A—We happened to have some money 
lying idle in the bank and they were 
overdrawn and it was a matter of 
arrangement between us. 

Q—How long did that lastP A— I 
don’t know, I suppose a couple of 
months. 


Q—That was the only transaction of 
the kind? A—Yes, to my knowledge. 

MR. GEARY: I wish to get from 
you an approximate estimate of the 
amount of business in a year that 
would be written by what you would 
call a first-class agent? A—That is a 
matter of opinion and a good deal 
of flexibility is to be allowed in the 
answer. 

Q—We will speak of a man who 
wrote $100,000? | A—Yes, we con- 
sider a man a pretty good agent who 
would write $100,000, although in some 
instances you will find he will possibly 
double that, but very rarely. 

Q—He would be a very good man? 
A—Yes. 

Q—How much would be a fair aver- 
age premium? A—If I were making 
a list of agents and classifying them 
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I would put in the first class $100, 000 
and upwards. 

Q—What would be a fair average 
premium on the $100,000 of business? 
A—It varies between $30 and $40. 

Q—Would $30 be a fair average? 
A—No, it is a little better than that, 
possibly between $35 and $40. This 
varies a great deal. 

Q—I understand that thoroughly? 
A—I am speaking now of our own, 
I fancy $36 and $37 would be close 
to the average per thousand ag things 
run. 

Q—The average commission on that 
business would be what? A—That 
is not to be answered off hand either; 
the commission is graded. 

Q—Would 50 per cent. be a fair 
average? A—I suppose so, you might 
put it as a reasonable average. 

Q—We can say a $3,600 business 
would net that man a commission of 
about $1,800? A—I suppose so. 

Q—Could you tell me what the re- 
bate would be? A—No. 


Q—Ten per cent. or twenty or thir- 
ty? A—That is just a pure guess, I 
a.a quite in the air about it. Some of 
my men I am pretty sure rebate a 
little percentage, possibly ten or fif- 
teen or even more, and then there ars 
others that I think I am correct in 
saying have ever rebated. Some in. 
ey districts I do not think rebate 
at all 

Q—Of that $1,800 some would likely 
be rebated? A—Yes. 

Q—Leaving a pretty small amount 
for a first class-manP A—Yes. 

Q—That means the $1,800 might be 
reduced very considerably by travel- 
ling expenses and rebate? A—Yes, 
reduced greatly by travelling expenses. 

Q—The agent is the man who suf- 
fers? A—Yes. 

Q—As you have said in your ex- 
amination one result of this inquiry 
is going to be the disseminating of 
knowledge in regard to getting re- 
bates? A—TIncidentally, but that is 
blaming nobody. 

Q—And it is going to be a rare case 
I presume where a man will not have 
to give up some of his commission? 
A—I don’t think it will be quite so 
bad. as that. 

Q—It will be worse than it is at 
present I fancy? A—I hope not. The 
general condemnation of rebates will 
cause many honorable men to refrain 
from pressing for them. 

Q—Do you think that you can count 
on that? A—To some extent, there 
is some sentiment left in the world 
yet. 
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Q—lIf the effect is to inspire others 
to ask for rebating the agent’s posi- 
tion is going to be—A—No better. 

Q—It is going to be worse; and the 
necessity for an anti-rebate law is very 
apparent in his interest? A—I think 
so, in the interest of everybody con- 
nected with it. 

Q—You do favor some anti-rebate 
legislation? A—Yes, I was one of a 
deputation that waited on the Govern- 
ment a couple of times in that matter. 

Q—You have not suggested any par- 
ticular form of legislation? A—Yes. 

Q.—What would it be? A.—TI think 
to be effective anti-rebate legislation 
should do at least two things; there 
should be a fine upon the agent of say 
twice the premium involved, and the 
policy itself should be made void; on 
that last point I would rest the whole 
hope of anti-rebate legislation proving 
effective; if the policy is void the man 
won’t take for it, and if he does not 
want it he won’t ask for it, and the 
agent would not want to give it. 

Q.—You get back to the agent as 
the responsible man? A.—He is one 
of them. 

Q.—Why not punish the man who 
takes the rebateP A.—By making the 
policy void you do that. 

Q.—Why not a drastic punishment 
by way of a fine? A.—I believe the 
Legislature would not give you that 
kind of legislation; they would say 
the policyholder is innocent, they 
would take that view of it; he is the 
innocent party, and you must not be 
too drastic with him, he will be 
tempted by the agent. : 

Q.—Would you think enough of the 
remedy to propose getting it? A.— 
Yes, I did ask for it. 

Q.—That is one of the things you 
think should be got? A.—The:- 
the two things I asked Mr. Foy and 
Mr. Whitney to give us in the p-o- 
posed legislation. 

Q.—The agent, as you have told 
. me through these figures we have put 
together, is a man who does not ap- 
pear to be earning more than a man 
of his ability in business should get? 
A.—No, 

-Q.—The insurance agent is g good 
class of man to-day? <A.—Yes. 

Q.—It is a_ legitimate business 
where brains are a necessity? A.— 
Yes, he is a man of peculiar skill 
and peculiar ability in his calling, and 
he deserves to be well paid and bet- 
ter paid than he is. 

Q.—And your first-class man, which 
is a rare thing, as I have heard be- 
fore, is allowed $18, out of which he 
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has to pay his rebates and incidental 
expenses? A.—Yes. 

Q.—The reduction of commissions, 
then, while reducing the initial ex- 
penses of the company, is not going 
to enable you to retain the agents 
you should have? A.—If the com- 
missions are further reduced? 

Q.—Yes? A.—There would be a 
limit to the extent to which you 
could reduce them, but if rebating 
were effectively done away with I 
think the agents would be willing to 
accept a slightly lower grade of com- 
mission than they have now, and part 
of it would come back to the policy- 
holders in that way; but it is to be 
remembered in comparison with form- 
er days the cost of living has in- 
creased and the expense of travel as 
well, and our agents and nobody else 
can live at the old figures. 

Q.—You have raised your commis- 
sions with that view? A.—Because 
we were compelled to; like every other 
corporation, every other institution, 
we are buying services at the market 
price, or yOu may say the lowest mar- 
ket price; we are not paying agents 
the large sums because we wish to, 
but the necessity of the case compels 
us to pay for the services and these 
men are not to blame for getting the 
payment they get. 


().—It has been urged on the other 
hand that pressure from the inside, 
constantly the edict going forth to 
the agent to get more business, bring 
in the business is what is responsible 
to probably almost an entire extent 
for the rebate? A.—I do not see 
the practical bearing of expressing 
that view at all, for this reason, that 
the pressure brought upon agents is 
simply analagous to the _ pressure 
brought upon every selling official of 
every kind of institution to’ go on 
with his work and do business. Take 
the commercial traveller, take any- 
body who is selling goods, is not the 
firm always asking him to push and 
branch out and do business? 

Q.—Does it not in the end come to 
your telling him to buy the goods; 
you are giving him a large commis- 
sion, telling him he has to go out 
and buy the business and bring it 
in; that is, he has so much distance 
he can come and go on in competi- 
tion with agents of other companies? 
A.—These two things do not neces- 
sarily follow, they are not necessarily 
connected in any way that I can see. 


Q.—You cannot give your assent to 
that? A.—No, 
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Q.—Have you given, in your office, 
bonuses to agents? A.—Not for a 
number of years, I do not think we 
have had a case of granting a bonus 
for a number of years—you refer now 
to something held up as a price near 
the close of the year. 

Q.—Yes? A.—No, for years back. 

Q.—How long back? A.—Six or 
seven years ago; it was a trifling mat- 
ter at the best. 

MR, KENT: What was the prize? 
A.—A small cash prize. 

MR. GEARY: According to ‘the 
minute of November 16th, 1897, there 
were three prizes for the three most 
successful agents for November and 
December? A.—Yes; that would be 
nine years ago nearly. 

Q.—And agents not receiving the 
prize would be given an extra bonus 
‘of $2.00 per thousand; what were the 
prizes? A.—The first was $100, and 
the second prize was $50, and the 
third prize $25, I think, and $2.00 a 
thousand for such— 


Q.—Ils not $2.00 per thousand for 
business written in those months a 
pretty substantial bonus on that? 
A.—Yes; those days remember our 
commissions were, as compared with 
to-day, very low. 

Q.—That is done with the idea of 
getting as much business on the books 
as possible to show in the annual re- 
port on the 3lst? A.—To make our 
closing a little ahead of the previous 
ear. 

MR. KENT: What would happen 
if that agent met a man that wanted 
to insure in the Mutual Life, would 
not it possibly result in some form 
of rebate? A.—Possibly. 

MR. GEARY: Is it not probable, 
to say the least? A.—In that time 
rebates were not much in evidence, 

Q.—In 1897? A.—It was not so 
bad as it has been since. 

Q.—Were these bonuses given before 
_the system of rebating had become in 
vogue? A.—It was in vogue always 
in some sense, I suppose, but not so 
widespread and not so much said 
about it till within the last few 
years. 

Q.—You did not hear of the evil 
of rebating to such an extent at 
that time? A.—No, it had not be- 
come evident that it was a serious 
matter. ° 

Q.—You think it was brought about 
by this very system of offering prizes? 
A.—This was a very small affair. 

Q.—It may not be a very small 
affair because $2.00 a thousand may 
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be very considerable, and that is out- 
side the first three prizes. Was that 
done because you saw perhaps in that 
year your business was not going to 
finish up as-well as in other previous 
years? A.—Probably it was not finish- 
ing up as well as we would like, 
and we were willing to give that for 
pushing the business. 


Q.—You are willing to say that the 
bonuses given for a certain amount 
of business written before 31st De- 
cember is a matter that will induce 
rebating? A.—As matters are now I 
will admit that; I do not think it 
necessarily had that tendency to any 
such extent then. 

Q.—Are you quite sure this is the 
last year that sort of thing obtained ? 
A.—Speaking from memory I could not 
say there was any more; I would not 
say positively there was not. 

Q.—Was it continued within the last 
two or three years? A.—I think not. 

MR. ROSE: (the treasurer of the 
company): I think not, that is the 
only case I kaow of. 

WITNESS: I did not consider we 
were getting a healthy class of busi- 
ness; I thought it was apt to induce 
business that might lapse. 

Q.—You would get business on your 
books that was got there under high 
pressure? A.—Yes, and we thought 
it was undesirable to continue that 
plan and so far as I can remember we 
have not done it again. 


Q.—And that is the natural course 
of any business that is brought along 
by false pressure of that sort? A.— 
Yes; and you see as in any other busi- 
ness we experiment along different 
lines, and when we find a thing ob- 
jectionable we withdraw from it. 

Q.—Mr. LeBeuf suggests I find out 
from you if you could tell us what 
was the result of that system of extra 
bonusing during the two months? A. 
—We could ascertain; I do not re- 
member sufficiently to answer. 

Q.—I would like you to let us have 
a statement of that? A.—Very well. 

Q.—You have paid certain dividends 
to your shareholders? A.—Yes. 

Q.—As interest under the state- 
ment which you submit here? A.— 
Yes. 

Q.—And certain dividends have been 
paid to policyholders? A.—Yes. 

Q.—Those of course are not in the 
proportion of one to nine at all, if we 
treat them as dividends your argu- 
ment I understand is interest—?P A. 
—The shareholders’ is their own in- 
terest. 
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Q.—Out of what amount will that 
shareholders’ interest be paid, your 
annual statement presented to the an- 
nual meeting showing a surplus on 
the year’s operations? A.—Yes, that 
shows we are safe in paying the divi- 
dend. 

Q.—Before that statement is sub- 
mitted and accepted do you allot or 
transfer to the shareholders’ account 
tha amount of interest which has been 
earned? A.—No, no entry made in 
the books at all until the Board has 
decided the question of dividends, and 
they do that on the statements after 
they are audited at their meeting 
which is just before the annual meet- 
ing. 

Q.—In deciding that question what 
form would it take, a declaration that 
a certain amount remained? A.—No, 
they do not take up the question from 
that point at all; they simply decide 
what dividends they are going to pay 
after seeing the statement warrants 
it There is no division of funds. 


Q.—Is there an amount of surplus 
on the year’s operations treated as 
profit? A.—No, we have not come 
to touching on the profit of business 
at all. 


Q.—Perhaps I am using a technical 
word, I mean the surplus earnings on 
the year’s business? A.—The surplus 
of last year is compared with the sur- 
plus this year and the difference if 
it is increased is increased earnings. 


Q.—And that is adopted by the 
meeting? A.—I do not know that I 
can say it is adopted, it is simply laid 
before the Board for information. 

Q.—lIs it a matter of terminology as 
to whether the surplus earnings shall 
be called profits or interest earnings? 
A.—It does not come up in that form 
with us. 

Q.—Is it quite fair to say that these 
surplus earnings so declared are pro- 
fits? A.—What surplus earnings? 


Q.—The surplus earnings so declared 
in your annual meeting as shown in 
your annual statement? A.—As shown 
in our statement? 

Q.—Yes? A.—Well, if the surplus 
has increased that is clear profit, evi- 
dently. 

Q.—And declared so by the adoption 
of your reports? A.—That is a mat- 
ter of implication; they do not for- 
mally declare. 

Q.—After that formal passing of the 
account and _ ascertainment of the 
surplus earnings, you then and not 
till then pay your interest on capital 
stock? A.—Yes, it is the last thing 
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done after the whole matter is before 
the Board. 


Q.—You do not say these profits have 
been in any sense declared, and that 
that is paid out of them? A.—No, we 
do not say anything to that effect at 
all. 


Q.—You would not admit thatP A. 
—No. 

Q.—That is an argument that is 
raised against your argument; your 
argument is simply to the effect that 
they are simply paying interest on the 
money they have in the company; the 
policyholders’ argument is you have 
no right to take any more than one 
to nine? A.—We have no earnings 
of the company as such at all Sy the 
shareholders. 

Q.—yYour view is oUL to that of 
the policyholder—? A.—My view is 
simply a matter of fact. i 

Q.—It is a question whether interest 
earnings are profits; you say they are 
not, that they are interest earnings 
which should be paid to the sharehold- 
ers? A.—Their own money has earned 
that, and the policyholders own money 
has earned the rest; I think that is 
clear. ; 

Q.—Have you had many complaints 
in regard to profits apportioned to 
your policies? A.—No, I would not 
consider them many; I suppose we get 
once or twice in two or three months 
not so much complaints as that they 
want explanation and that terminates 
the matter. ! 

Q.—Does that arise as a usual thing 
from the fact that the policyholder 
does not understand his policy? A.— 
Does which arise? 

Q.—The complaints? A.—Yes. _ 

Q.—The complaint that is made with 
the profits? A.—Perhaps so; in fact 
JT think I am safe in saying that about 
the only complaint that does reach us 
is occasionally from the women’s 
branch, where the profits have not 
reached as much as they did in the 
other, and we have to explain the 
mortality was heavier, and give the 
facts and figures. 

Q.—You see no reason for any fur- 
ther explanation being given at the 
time the policy is received? A.—We 
instruct our agents that it is the wisest 
course to explain the policy as clearly 
as they can, usually showing a sample 
of the kind he is going to take if pos- 
sible, go over it and explain it to him. 
I cannot say that is done in every 
case, and I say when that is done care- 
fully in the great majority of cases the 
man will have no further trouble. 


os 


SESSIONAL PAPER No. 66 
53rd day, July 11th, 1906. 


Q.—Will he understand on what 
basis he will get profits if he gets them 
at allP A.—I suppose he will. 


Q.—What would his understanding 
be, that he simply trusts to your extra 
interest bearings and lower mortality ? 
A.—tThe agent will explain to him 
the profits are derivable from three 
possible sources. 


Q.—Does the agent explain that, 
the composition of the office pre- 
mium? A.—It depends a good deal 
on the intelligence and knowledge of 
figures the man may possess how far 
he will follow that. The agent must 
be tactful, and if he has a man be- 
fore him who understand figures and 
accounts and their bearing he ought 
then to explain very distinctly; if 
he has not he will only confuse and 
lose his man. 


Q.—So that you think you had bet- 
ter leave him alone in such a case 
as this? A.—What the man can 
comprehend is this, ‘‘I have to pay so 
much for my insurance, and if I die 
my family will get that much money, 
and profits as they may be declar- 
ed.”’ 


 Q.—You would not attempt to ex- 
plain the profits? A.—I would not 
with an unintelligent man. 

Q.—Can you explain any system up- 
on which he might base expectation 
of profits? A.—I would if he were 
an intelligent man. 

Q.—Assume possibly I might un- 
derstand, would you mind telling me, 
I would like to know how I could 
figure out where my profits came 
from? A.—I could not say that, but 
I could state the principle, 

Q.—You could not say you would 
get your profit loading extra? A. 
—He would ask me first of all what 
do you mean by loading. 

Q.—Cannot you tell him the dif- 
ference between the non-participat- 
ing and the participating policy? 
A.—That would not be loading. 

Q.—It is loading? A.—It is part- 
ly loading. 

Q.—Can you tell him that partly 
loading for the profit policy is money 
he should get back with compound 
interest? A.—I should tell him he 
probably would, and a little more 
than that. 

Q.—You had nothing in your books 
to show that extra amount of pro- 
fit loading will come back to the man 
with compound interest at a fair 
rate? A.—No, I don’t think we have 
anything in the books that just 
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touches on that in that particular 
way. 

Q.—You cannot segregate that at 
all, you simply have to take the gen- 
eral question of increase interest, 
gain in mortality and so on? A.— 
Yes, and saving, if any, on the ex- 
pense loading.. 

Q.—Does it not come down to this, 
that profits are nothing more nor 
less than a matter of actuarial opin- 
ion? A.—I don’t know what you 
mean. 

Q.—The profits are not absolute, 
one actuary will tell you made so 
much profits, and another will tell 
you you made so much less? A.— 
You mean the profits are distributed 
according to the matter of actuarial 


- Opinion? 


Q.—Yes, one actuary will give you 
a different set of profits from an- 
other? A.—Slightly different, there 
would not be much difference; there 
might be a slight difference. 

Q.—We were told by one of the 
actuaries that was supposed to be 
rather eminent in his profession here 
that profits could not be ascertained 
on a concrete basis, they were simply 
a matter of actuarial opinion? A.— 
They can be approximated with suf- 
ficient accuracy for all practical pur- 
poses. 

Q.—It is chance? A.—It is a 
chance in this sense, that it depends 
upon the successful management of 
the company whether there shall be 
profits. 

Q.—That is not a chance? A.— 
Yes, it is. 

Q.—That is no chance you take, it 
is no gamble at all events? A.—No, 
a gamble and a chance are two differ- 
ent things. 

Q.—Have you semi-tontine poli- 
cies, deferred dividend plan? A.— 
Yes. 

Q.—The whole force is what I ask 
you with regard to chance in the or- 
dinary policy applies to this? A.—We 
give a man either five year distribu- 
tion or a longer term for distribu- 
tion, according to his option and de- 
sire as expressed on his application. 

Q.—The tontine man gets at the 
end his profits and the profits of 
those who have dropped out during 
the period? A.—Those are distri- 
buted to the survivors of that period 
or class if we may so term it. 

Q.—Have you had some mature? 
A.—Yes, a few. 

Q.—Can you say in regard to them 
what the extra amount charged has 
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netted, or the rate rather which was 
given the assured? A.—You mean 
if you regard the premiums he paid 
in to the company as a deposit with 
compound interest on that year by 
year as though they had gone into a 
savings bank; we have reached three 
per cent. on that as a matter of fact, 
and some instances showed under, 
and one or two instauces showed over. 

Q.—That is the profits? A.—No, 
that is the actual result the same as 
if the man had deposited in the sav- 
ings bank with annual interest. 

Q.—The whole premium? A.—Yes. 
~Q.—Will you give me a statement 
of that? A.—I can show you exam- 
ples of that. There are slight varia- 
tions, some might vary one-quarter of 
one per cent. 

Q.—Have you compared the mor- 
tality in the abstainers’ section with 
the general section? A.—Yes. 

Q.—Which is more favored? A.— 
The abstainers is a little more favor- 
able in a series of years; here is a 
statement, 

Q.—Have you different rates? A. 
—The rates are the same. 

Q.—The mortality is lower in the 
abstainers’ section? A.—It is some- 
what upon the whole. The abstainers’ 
has the advantage on the whole, but 
in the same year you will see there is 
sometimes one and sometimes the 
other ahead. 

Q.—And the profits being kept sep- 
arately the abstainer gets the full 
benefit of the lower mortality rate in 
your company? A.—Yes. 

Q.—How much of your surplus are 
you keeping for your deferred divi- 
dend policies? A.—It is not divided 
in that form; part of that surplus is 
undivided on the five year distribu- 
tion people’s cases, the larger part 
belongs to the deferred dividends. 

Q.—And the rest of it is undivid- 
ed surplus that will go into these in- 


dividual policy accounts year by year? 


A.—Yes. 

Q.—Would the addition of, these in- 
dividual policy accounts show the full 
surplus? A.—yYes. 

Q.—That is you apportion every bit 
of your surplus in here? A.—Yes. 

Q.—That is an ‘addition of them 
allP A.—And the addition of the de- 
bits taken from them will show very 
close to this figure. We tested it not 
long ago, and we came within a verv 
small amount shown there, it would 
not tally. 

Q.—The individual policy accounts 
do tally with your surplus? A.— 
Yes, but they would not tally exactly, 
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it was close enough to show our sys- 
tem was working out according to the 
books of our account. 

Q.—Is this an irrevocable allotment 
of any amount in any year, or do 
you hold them subject to change dur- 
ing the quinquennialP A.—Yes. 

Q.—If a person died during a quin- 
quennium the beneficiary would get— 
A.—No, he does not get those small 
margins, he gets the whole of what 
is due at the last quinquennium, it 
may not have been all allotted to 
him at the time in any distinct form 
in bonus addition, but whatever is left 
goes to him. e 

—One dying three years aiter- 
ae gets none of the profits? A.— 
They belong to those who survive to 
the end of the period. 

Q.—He would not get his share of 
the fraction of the quinquennium? 
A.—No. 

Q.—Don’t you think he should | 
A.—No, I think that belongs to the 
system of five year distribution. 

Q.—That system is elastic to this. 
extent that we do find companies who 
break the quinquennium system at 
death? A.—If so they are running a 
purely annual system. ; 

Q.—They say no, they hold up their 
hands in horror at the thought? A. 
—I agree there, I think it would be 
unwise. 

Q.—On what score? A.—On the 
score of great fluctuation year by year, 
taking one year at a time; you know 
about five years the average. 

Q.—So that you are in accord with 
those who say the quinquennium is 
proper, the annual distribution of pro- 
fits is not? A.—Not in the strict 
form. 

_ Q.—Is not feasible or proper for an 
insurance company? A.—TI think not. 

Q.—It enables the insurance com- 
pany to hold larger sums of money in 
hand? A.—But they need to for. 
safety sake. 

Q.—Why do they need to hold sur- 
plus in hand for safety sake? A.— 
Because if they do not keep a sub- 
stantial surplus— 

Q.—From quinquennium to quin- 
quennium? A.—They must keep in 
some form— 

Q.—You have your capital stock 
untouched, with $400,000 of liability ? 
A.—Which we do not propose to 
trench upon at all. 

Q.—You rely for the strength of 
your reserves upon the surplus you 
can maintain? A.—yYes. 

Q.—And not on your capital stock? 


_~ 
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A.—That is the second line of defence 
in case of calamity. 


Q.—And the third? A.—Is the sub- 
scribed capital on that would have to 
go before the policy itself would be 
in danger. 

Q.—The surplus you are holding, 
and you speak of nursing, is held by 
you always at such an amount that 
will insure you against any difficulty ? 
A.—We hope so. 


Q.—Is it not right to say your capi- 
tal stock ceases to have its uses then? 
A.—No, that would not be a fair de- 
duction from that. 


Q.—What use is your capital stock 
—although you went into that with 
Mr. Tilley you did not expressly con- 
fine yourself? A.—It, is the second 
line of defence or barrier against 
final insolvency; the first is the float- 
ing or undivided surplus. 

Q.—As a matter of fact, as you told 
Mr. Tilley, it is rather a contingent 
danger? A.—The second is the capi- 
tal stock which is an endorser of the 
whole institution, management and 
everything else. 

-—Have you any requests from 
your directors since that last call of 
stock for liberty. to pay up further ? 
A.—No—you refer I Suppose to pay- 
ing more than 25 per cent., so as to 
get rid of their paper hability— 

Q.—Yes? A.—No, we could not 
admit that, that would make an in- 
equality between the stockholders. 

Q.—Your directors have not been 
pressed to be allowed to take up? A. 
—No sir, I would not say such a thing 
was ever mentioned, that has never 
been seriously considered at all. 


Q.—You had some of the Sao Paulo, 
did you get any bonus stock with 
thate a Ay —NO,; 

Q.—Did you hold any bonus stock? 
A.—No, don’t own a dollar of stock 
of any kind. . 

Q.—You have no surrender values 
printed in most of your policies? A. 
—Cash surrenders, no, we don’t give 
them except in certain cases which we 
may take up on their merits. We 
don’t promise them. 

Q.—Would you mention a case? A. 
—In the case af a man who became 
insolvent and was insured for a heavy 
amount and he represented to us the 
hardship of keeping up the insurance 
and we made a specialty of his case 
and gave him the full surrender value. 
That was not set out in his policy. 

Q.—When have you set it out in 
response to the request of the policy- 


_ holders? A.—We don’t set it out; we 


109 


Dominion Life (Thos. Hilliard Ex’d.) 


don’t give cash surrenders except at 
the end of the tontine periods. 

Q.—Has it ever been done? A.— 
No. 

Q.—Ever been written on your pol- 
icy, the guaranteed surrender values, 
can you recall a case? A.—I am not 
sure that there has not been a case or 
two in which in response to special 
requests it has not been done, but it 
is not a general practice. I don’t re- 
call the cases but I have a shadowy 
recollection that the thing has been 
applied for in one or two cases and 
may have been granted. — 

Q.—Do you know why? A.—I sup- 
pose the man wanted it. 

Q.—I would infer that, but have you 
no idea of any special circumstance 
that led you to grant it on his re- 
quest? A.—No, I don’t know any- 
thing further than the agent asked if 
we would do this. I think it was cash 
surrender, either that or loan value. 

Q.—You search your mind very care- 
fully and you can think of no special 
reason? A.—No, I don’t know of any. 
I don’t think there was any special 
reason except the agent’s desire to 
close the risk. I don’t think there was 
anything else. I don’t know the party 
at all. 

Q.—Have you ever issued any policy 
at lower than the public rates? A.— 
We have issued the non-participating 
rates. P pte 

Q.—That is a published rate is it 

t? A.—Yes. 
meet don’t care about that. Have 
you ever issued any policy at lower 
than the rates published ? Aves) think 
we have issued possibly 3 or 4 poli- 
cies in competition with other com- 
panies’ rates. 

Q.—You have gone below your 
printed rates? A.—Yes. tah | 

Q.—Purely from competition P A. 
__Purely from competition, to meet a 
certain rate or do without the busi- 
ness. 

Q.—You have not hesitated to meet 
a certain rate? A.—Well yes I hesi- 
tated because I think there were only 
three or four cases in existence in 
which I have done it. 

Q.—There is nothing useful in: get- 
ting further particulars? A.—=No, 
there is nothing in it but that we had 
to meet a slight reduction below our 
own published rate, another company’s 
rate, or else do without the business. 

Q.—Have you had agents’ contracts 
which carried renewals after cessation 
of connection with the company? A. 
—We have one. 
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Q.—There is a liability under that? 
A.—Yes. 

Q.—Is it shown in your annual re- 
turnP A.—No. 

Q.—How is that? A.—I don’t know 
that it can be shown very well because 
it does not exist until, unless and as 
the premiums are paid in. 

Q.—That is hardly the case is it? 
A.—Yes I ‘think so. 

Q.—It is a liability now to be paid 
out of future premiums? A.—Yes. 

Q.—Does it amount to anything 
considerable? A.—Well it is a re- 
newal interest as it may appear, five 
per cent. of the Toronto agency busi- 
ness. 

Q.—There is just one case? A.— 
Yes. 

Q.—And you have not shown that 
in your annual return in any way? 
A.—No, I don’t see how we could. We 
couldn’t value it. We made an at- 
tempt to do that and we could not 
reach any standard of value for it. 


Q.—That you speak of as the. To- 
ronto agency? A.—Yes. 

Q.—Is that on all policies, the To- 
ronto policies? A.—QOn the policies 
in existence in the agency at the time 
the agent’s contract terminated. Not 
on the business now subsisting. 

Q.—And unless all those renewal 
premiums were to drop off by reason 
the policy falling in, there is a liabil- 
ity? A.—It adds to the expense until 
it is wiped off. 

Q.—You do consider it a liability 
however difficult tc ascertain? A — 
Yes, it would only add to the expense. 
We don’t put it in as a liability at 
all. we don’t take that into consider- 
ation. 

Q.—You don’t think it should be 
shown in the statement of your liabili- 
ties as a continuing liability? A.—I 
do not. 

Q.—How long does that last? A.— 
Between 3 and.4 years yet. I don’t 
know how to measure it. 

Q.—I do not attempt to suggest 
how to measure it. A.—It will dis- 
appear after a little and will be simply 
an addition to the current expenses 
of the company while it lasts. It is 
so contingent in many ways that I 
have no means of measuring it unless 
you think we ought to throw in some- 
thing as a liability and say so much 
for contingencies. 

-Q.—It is not for me to say; if you 
don’t think you should show it and 
the Department think you should not 
that is all there is to it. In regard 
to the size of your company, is it the 
fact that a company of a_ moderate 
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size can earn a better rate of interest 
on its investments than a larger com- 
pany, a company running up into the 
millions? A.—I think so, if the com- 
pany is very large that you compare 
with because I think it may be safely 
stated that a company dealing with 
one or two or say less than ten mil- 
lions can get upon the whole by care- 
ful handling a better rate of interest 
than a company with say 40 or 50 or 
100 millions to dispose of, for the 
reason that the larger company, the 
large one, must take great blocks of 
investment that will usually in the 
market bring a lower rate of interest. 
That gives a comparatively small com- 
pany an advanage. 


Q.—In what way does benefit ac- 
crue to a company directly from its 
size? A.—A certain amount of pres- 
tige in the eyes of the public is the 
only thing I know of. You can find 
men to-day, or you could a couple of 
years ago at all events, who would not 
consider for a moment taking a pol- 
icy with my company. They would 
say oh the New York Life is the com- 
pany or the New York Mutual, give 
me the big company, the large com- 
pany, they have got hundreds of mil- 
lions. 


Q.—Do you consider that they are 
in a better position to earn profits on 
their policies? A.—No not at all. 


Q.—As the size comes up the ex- 
pense comes. up? A.—I would not say 
that, to any very great degree. 


Q.—Would it be fair to say that 
the deficiency in the rate of interest 
probably counterbalances the lessen- 
ing in the expense of management? 
A.—Well I think most of the differ- 
ence in the rate of interest would be 
gained for the moderate sized com- 
pany. 

Q.—And any saving in the expense 
of managing investments would not 
more than offset that? A.—There is 
no great saving in that. I think not. 
I think if you chose to get informa- 
tion from other sources quite indepen- 
dent of my opinions, a comparison be- 
tween the moderate sized companies 
of the United States and the biggest 
ones will show somewhat in favor of 
the smaller. Take either the Massa- 
chusetts Mutual of Springfield or the 
Penn Mutual of Philadelphia, and 
compare them with the big New York- 
ers and, I think, the advantage is in 
favor of the moderate sized compan- 
ies. That ought to be irrespective of 
my company or any company here. 
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Q.—You think the size of a com- 
pany is an advantage in getting busi- 
ness? A.—I think it is an advantage 
in getting big risks. Some of the 
wealthy people think the big compan- 
ies are the ones for them, although 
there are exceptions. I have had ex- 
ceptions: brought to my notice and 
some have insured with me, some men 
of wealth. 


Q.—And discrimination, I suppose? — 


A.—Well, I gave them credit for that, 
but generally speaking the size of a 
big company gives it an advantage in 
the eyes of the public. 

Q.—Are you able to say that your 
non-participating business carries it- 
self? A.—Yes, it leaves a small mar- 
gin, so far. 

Q.—Do you press that business at 
allP A.—We don’t press it. We give 
a man what he asks for, provided he 
is a first class risk. 


Q.—And pay the same commission 
on premiums? A.—No, we give a 
lower commission. We used to pay the 
same commissien up to the time we 
changed our commission basis as I 
mentioned in my evidence in chief and 
when that was done, about the same 
time a number of the: companies agreed 
on the rate that was also agred upon 
by a large number of chief American 
companies, for non-participating busi- 
ness, and for the obvious reason that 
we could not compete with them un- 
less we changed to the same rate. My 
rate was lower and made uniform with 
that prevailing rate on the other side. 
At the same time we lowered the com- 
mission because our loading was so 
much reduced that we could not afford 
to pay the high commission. 


Q.—And the agents will write the 
business on which they get the larger 
commission? A.—They-will, unless a 
man wants a non-participating policy 
and then, of course, they will give it 
to him. 

Q.—Which do you most care to 
have? A.—I am not very particullar. 
A little preference in favor of the 
participating. 

Q.—You would sooner see that on 
your books? A.—Yes, I think the man 
will be better satisfied for one thing 
and that pleases us. 

Q.—Perhaps there is a little reflex 
action in the field from the manage- 
ment? A.—I suppose so. I suppose 
the field takes its tone somewhat from 
the head office. : 

MR. KENT: Do you think there 


is any crying need for a new life.in- 
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surance company in Canada today? 
A.—There may be, sir, amongst people 
who have more money than brains and 
desire to put their capital into what 
is probably a losing concern. 

Q.—Has there been any great need 
for new insurance companies within 
the last five years, say. A.—Not in 
Canada, except in the way I have 
stated. 


Q.—Then you are not in accord with 
Senator Cox? A.—He thinks there is 
room for more, does he? 

Q.—There is always room at the top? 
A.—Probably there is if they can find 
their way to the top, but for the fel- 
lows at the bottom it is pretty hard 
pulling. 

JUDGE MACTAVISH: They have 
to go up by the stairway; there is no 
elevator to take them to the top? A. 
—No, sir. 

MR. TILLEY: A _ statement has 
been put in regarding the business in 
’97; so that it need not be marked as 
an exhibit. I will read it now into 
the record. For the month of Novem- 
ber first, the business in the years 
1895. 6, 7, 8 was as follows: $39,250; 
$47,000; $59,000; $62,250. And then 
taking the month of December the 
business ran, $78,800; $49,500; $101,- 
250 and $126,500? A.—Each of these 
was the bonus year. 

Q.—1897, so that we can make a 
comparison of that afterwards. A.— 
I think the result was not very deci- 
sive of the matter. 

Q.—Yes, it does not seem to indicate 
very much. One more question. You 
say the death rate in the women’s 
section is higher than either of the 
other sections? A.—It is upon the 
whole, but it varies very much, the 
section being small it only amounts 
to about half a million insured. 

Q.—You charge no extra rate? A. 
—No, it comes out of their profit. 
We don’t take them on the non-par- 
ticipating plan. 

MR. TILLEY: Then your honors, 
there are some entries in the books 
that I want to look at; I will not take 
time now but when we re-assemble I 
can put in anything that is required 
in regard to this statement that has 
been handed to me out of the books; 
subject to that that is all I have to 
ask Mr. Hilliard. reserving the right 
to ask him anything later on should 
we desire to do so. 

(At 6-p.m., on Wednesday, I1th 
July, adjorrned to 9 a.m. on Thurs- 
day, the 12th day of July, 1906. 
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MR, TILLEY: Apparently, your 
Honour, the Manager of the Domin- 
ion Life is not here this morning. 
There is an Exhibit that is being 
prepared and I fancy if a number 
is left for it that we will be able 
to get on without calling him any fur- 
ther. (A statement prepared by the 
actuary of the Dominion Life will be 
filed as Exhibit 344.) I propose, now, 
to take up the Mutual Life of Can- 
ada. Mr. Millar appears for the 
company and I will call the Presi- 
dent of the company. 

ROBERT MELVIN, sworn: Ex- 
amined by MR. TILLEY. 

Q.—Mr. Melvin, you are the Presi- 
dent of the Mutual Life of Canada? 
A.—Yes, sir. | 

Q.—And you have been a direc- 
tor of it from the time the company 
was formed or within a very short 
time after? A.—The date was 1870. 
In fact before that I may say. 

Q.—You call your directors by the 
ordinary name, directors, not  trus- 
tees? A.—Directors. 

Q.—You, I suppose, are the oldest 
member of the Board at _ present? 
A.—I think I am the only living 
member of the Board that was on it 
in the year 1870 and I suppose, pos- 
sibly I am the oldest, too. 

Q.—I will put in.a pamphlet con- 
taining the Act of the Dominion Par- 
lament incorporating the company, as 
it has been amended by some amend- 
ing Acts. They are all referred to in 
the pamphlet. I do not propose to 
go through the different sections now 
bui, to take them up as the subject 
matter occurs. Where do you reside, 
Mr. Melvin? A.—Guelph. 

(Pamphlet referred to is filed as Ex- 
hibit 345.) 

Q.—Have you resided there all the 
time that you have been a director 
of the Mutual Life Company? A.— 
Yes. 

Q.—Were you engaged in other 
business in Guelph during that time 
_or have you devoted yourself to the 
insurance business? A.—Well, about 
that time I retired from business in 
Guelph. 


Q.—About what year? A.—About 
the year 1870. 
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Q.—Having been engaged in what 
business? A.—I was engaged in a 
foundry business, making steam en- 
gines, agricultural implements, stoves, 
and so on. 

Q.—Not in any way connected with 
the insurance business? A.—No, but 
I had been connected with other finan- 
cial institutions outside of that. 

Q.—While you were director you 
would attend the Board meetings, 1 
suppose, in Waterloo? A.—Yes. 

Q.—Regularly, I think? A.—TI 
think that when I was at home I am 
safe in saying that I missed only 
two meetings. I have been away on 
other business. 

Q.—For a time you were Vice- 
President of the company? A.—Yes, 
Second Vice-President. 

Q.—During that time did you do 
anything more than attend the Board 
meetings? A.—Yes I did. 

Q.—What did you do? A.—Well, 
our President in those days was a 
member of Parliament and was very 
frequently away. The ‘First Vice- 
President was pretty much occupied 
with his own business here, and as 
Manager and Secretary of the Water- 
loo Fire Insurance Company, and Mr. 
Bowman latterly fell back upon me 
and I suppose I was up then probably 
once or twice every week. 

Q.—That continued during the time 
you were Vice-President? A.—yYes. 

Q.—Then when you became Presi- 
dent did any change take place in 
the amount of attention you gave the 
company? A.—Yes, I came here 
twice every week and sometimes much 
oftener than that. If I am spared 
after you are done and you give us 
a clean certificate, I intend to be 
out in the North West and probably 
take six weeks or two months there. 
IT have been all through the country 
in the same way, not only there but 
here. 

Q.—Inspecting properties on which 
vou have security, I suppose? A.— 
Yes. 

Q.—And looking into the condition 
of business in the West? A.—Yes. 

Q.—And you think your time has 
been a little more taken up with 
the affairs of the company since you 
became President than when you were 
Vice-President, although even then 
vou were attending to some of the 
President’s work? A.—yYes, in fact 
if I had been in business I could 
not have done the business and at- 
tended to my own business. We are 
so close together that Mr. Wegenast 
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can communicate very easily with me 
and I with him over the telephone 
on any matters coming up and any 
time he wants me I come up to con- 
sider personally. 

Q.—Mr. Bowman was President of 
the company for some time? A.—Yes, 
up to the year 1897, 

Q.—And then you were appointed 
President in 1897? A.—Yes, the 17th 
September, 1897. ) 


Q.—Prior to your being appointed 
President your fees as a director do 
not seem to have increased very 
rapidly because you were Vice-Presi- 
dent? A.—During part of the time 
I was Vice-President I got nothing. 


Q.—Possibly you evened it up 
though? <A.—No. 

Q.—You don’t think you are quite 
even yet? A.—No. Though that has 
nothing to do with it. I never asked 
for anything in my life and never 
will, 

Q.—Mr. Bowman, when he was 
President, was drawing $1,260 in 
1891 and it continued at about that 
amount up to 1897? <A.—Yes. 

Q.—And it was increased from 
$1,302.10 in 1896 to $2,156.90. Then 
in that year your fees increased from 
$487.30 to $1,263.50, and in 1898 they 
increased to $2,525.04. Then in 1900 
they were $3,502.58, and they con- 
tinued at about that sum until 1904, 
when they were $4,285.14 and _ last 
year they were $5,241.88. - 
the present arrangement that you 
have with regard to remuneration? 
A.—Just the same as that with the 
exception that I think the year be- 
fore last they recommended a salary. 
You include in that fees as gq direc- 


tor and _ everything else the total 
payments. 
Q.—yYes, I understand that that 


schedule includes the total payments, 
does it not, Mr. Wegenast? 

MR. WEGENAST: Yes, 
thing. 

MR. MELVIN: There is $200 there 
for travelling expenses that would 
come out of that. Then you ask me 
the question since; in the year previ- 
ous to a year ago, at the last Annual 
Meeting, the Board recommended the 
passing of a by-law granting me 
$3,000 as a salary. At the Annual 
Meeting the _ policyholders present 
suggested an amendment and carried 
that amendment, making it $3,500. 
The meeting seemed to be unanimous, 
so that they increased the recom- 
mendation from the Board. I might 
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say here that I wish you would un- 
derstand that I never asked for one 
farthing either for one thing or for 
another, nor never would nor did in 
my life from anybody in connection 
with public matters. 

Q.—Well, that is the shape matters 
are in, regardless of how they got 
there? <A,—Yes, that is it. 


Q.—I suppose the policyholders who 
attend your meetings are not many 
in number? A.—Oh, yes, there is 
quite a number. 


Q.—I thought I noticed that one 
of your directors at the last Annual 
Meeting was regretting that policy- 
holders could not be got to attend? 
A.—We would like to see them all 
there. Of course we cannot do that, 
but we would like to see as many 
as possibly can come. A good many 
come locally but not from a distance. 
We make every effort we possibly 
can to get them here. The date of 
the Annual Meeting is on the policy, 
on our notice for the payment of 
premiums, and on the receipt. We 
advertise in Vancouver, Montreal and 
Toronto, and the local papers, so that 
we do everything we can to get them 
there and we would like them there. 

Q.—You are bound to do that by 
the statute, are you not? A.—Well, 
it does not define where we shall ad- 
vertise. 

Q.—I mean on all receipts sent to 
policyholders, to tell them when the 
next Annual Meeting will be held? 
A —Yes. 

Q.—Then other fees have increased 
rapidly or considerable in the period 
from Mr. Bowman’s Presidency down 
to date. In 1891 the total directors’ 
fees were $3,833.95 and they contin- 
ued between $4,000 and $5,000 until 


1896 and in 1897 they became 
$7.344.16. That was the year the 
change of President was made. They 


continued between $7,000 and $8,000 
until the end of 1899 and in 1900 
they became $10,992.19 and they con- 
tinned between $10,000 and $11,000 
until 1903 when they became $11,- 
807.28: in 1904 $13,155.60. And in 
1905 $13,620.02 for directors’ fees 
and the remuneration of the Presi- 
dent and Vice-President. Apparently 
several of your directors get in the 
neighborhood of $1,000 or over. Mr. 
Clement, last year $998.36; the year 
before $1,108.34; Mr. Hoskin §$1.- 
980.55: Mr. Justice Britton $1,179.55. 
T suppose all these fees include some 
allowance for travelling expenses in 
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coming to Waterloo? A.—yYes. I 
may say that the amount of business 
that is done now requires much more 
frequent meetings. The business. 
since I became President, I suppose 
has very nearly doubled. A _ great 
many extra meetings are necessary. 
My impression is that if we want to 
exercise the same care over our in- 
vestments that we have been doing 
in the past that it will probably be 
necessary that we should meet an- 
other day in the -month. ~ Probably 
more, 

Q.—How often do you meetP A.— 
Twice in the month, regularly, that 
is the Executive Committee and the 
Board once, but at the end of the year 
there are other meetings which you 
have got to have for this reason; at 
the end of every year we go over 
all the books ourselves. First of 
all we have an audit made by the 
auditor. After the auditor is done 
and his statement is before us, be- 


fore we render it to the Government, 


we take the statement of the accounts, 
of our moneys expended in loans and 
so forth and we go over every loan 
that we have made and compare the 
amount in the statement with the 
amount in the ledger. We compare 
whether we passed that loan or not 
for the amount applied for. 

Q.—Your auditors do that as well? 
A.—Yes, but I have always felt that 
I should be in a position to go be- 
fore any meeting and state to them 
what I know myself, not through the 
auditors, but through myself. 

Q.—How long have you been doing 
that? A.—We have been doing that 
for a long time back. 


Q.—Do you remember when the 
Special Committee was appointed and 
dealt with the question of the audit- 
ing of the books and rather com- 
plained of the—I don’t know whether 
I should say loose methods—but the 
manner in which it was done? That 
was September, 1898. Do you remem- 
ber that? A.—No, I don’t recollect 
about that. 


Q.—Was that system of inspection 
by the Board in force at that time? 
A.—I am not sure. 

Q.—The report goes on to say: ‘It 
is questionable, therefore, if the 
audit has been. of much real value. 
It has probably relieved the manage- 
ment from some of the responsibility 
for examination of their own ac- 
counts which they would otherwise 
have felt and has given a feeling of 
security to the directors and policy- 
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holders out of all proportion to the 
work performed.’ Probably it was 
the result of this that “made you 
establish the other mode? A.—No, I 
don’t know that. 

MR. WEGENAST: The practice 
of examining accounts and books at 
the end of the year dates as far 
back as 15 years at least? A.—Oh, 
I think so. 

Q.—By the directors themselves? 
A.—Yes. 

MR. WEGENAST: That is not by 
the full Board but by the Executive 
Committee. Then a code of rules was 
promulgated at that time for future 
inspection by the auditors. A.— 
Yes. 

Q.—And have you ever had any 
other committee appointed to deal 
with that question of audit since? 
A.—No. 

Q.—Has it always gone satisfactor- 
ily? A.—It has gone on all right 
since. Since that time we got a 
change in the Act enabling us to have 
one auditor and he is a chartered 
accountant. 

Q.—You had how many before? 
A.—Two. It was somewhat difficult 
to get them when we wanted them, 
the two together. 

Q.—You thought it would work 
better with one man than two? A.— 
Yes. 

Q.—Put the full responsibility on 
one man rather than divide the re- 
sponsibility? A.—Yes. . 

Q.—This report, without going 
into details, severely criticized the 
method that was in vogue at that 
time, and that appears to be so, not- 
withstanding that you had the audi- 
tors’ check and directors’ check. so 
that the check by the directors could 
not then have been of very great 
value, otherwise this loose system of 
the auditors would not have been in 
existence? A.—Well, I don’t know 
of any actual looseness. We had not 
made any changes in our rules and 
regulations for a long time and I 
felt, when I came on as President, 
that some might be necessary. 


MR. WEGENAST: I would just 
like to say that the report of the 
Special Committee which was ap- 
pointed to examine into the auditing 
methods and business methods gener- 
ally—the report you read from a 
minute ago—rather referred to the 
work that had been performed or not 
performed by the auditors_and not to 
the work done by the Executive Com- 
mittee. 
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Q.—I quite appreciate that; that 
is the whole tenor of the report. I 
don’t think I was giving any im- 
pression different to that, but I was 
saying that the checking by the di- 
rectors could not have been of a great 
deal of use, otherwise that looseness 
in the auditors’ work would have 
been discovered, would it not? 


MR. WEGENAST: No, not, neces- 
sarily. The work of the Special Com- 
mittee was confined rather to exam- 
ination in detail of the.assets. What 
the committee was more particularly 
appointed to do was to see that the 
assets were there, and that they per- 
sonally saw them and compared them 
with our books rather than go into 
the detail of office methods. A.— 
We wanted to be in a position to state 
that that was a correct statement 
of our assets as far as we knew them 
at the present time, that we know 
that they are here, and have handled 
them. 

Q.—Now in the return you have 
sent in regarding organization and 
administration you have set out the 
different Boards and committees and 
you say you havea Board of Direc- 
tors and then an Executive Commit- 
tee composed of a number of direc- 
tors and the Manager, appointed each 
year by the Board? A.—Yes. 


Q.—Then you have set out the 
names of the directors and the per- 
sons who comprise the Executive from 
1891 down to 1906, and the direc- 
tors that are named here as being 
appointed in 1906 are the present 
directors of the company? A.—Yes. 

Q.—I will put that document in. 
(Filed as Exhibit 346.) Then you, 
Mr. Melvin, I suppose, do not give 
mvch attention to the detail of .the 
office work? You rather look after 
the investment of the funds of the 
company? A.—No, not the detail 
of the routine of office work. 


Q.—You leave that of necessity to 
Mr. Wegenast? A.—I -couldn’t do 
it. You can easily understand, we 
will sometimes have forty different 
applications for loans. I am not say- 
ing that I pass them. Mr. Wegenast 
himself passes them, but we first of 
all go over every one of those loans. 
There are frequently forty and 
amounting among them probably, in 
some cases, to $60,000. Well, if those 
were all going before the Board with- 
ont being considered and their atten- 
tion directed to the strong and weak 
points they could not go through it 
in the time, so every one of those is 


Mutual Life, (R. Melvin, Ex’d.) 
(G. Wegenast, Ex’d.) 


gone over, the values ascertained, we 
know the localities pretty well, we 
know the agent and his bent of valu- 
ations and so forth, and we mark ac- 
cordingly. That will take up a large 
portion of my time. 

Q.—And that is what your work 
consists of ? A.—Largely. You see I 
have been connected with loaning in 
the Guelph and Ontario. 

Q.—What position do you occupy 
in the Guelph and Ontario? <A.— 
Vice-President. q 

Q.—How long have you been Vice- 
President? A.—A long time. 

Q.—Have there ever been any trans- 
actions between the Mutual Life of 
Canada and the Guelph and Ontario 
Company? A.—Yes. ; 

Q.—Of what nature? A.—Was it 
last year, Mr. Wegenast? I forget 
now. Just the once. 

MR. WEGENAST: If you will al- 
low me to answer? 

Q.—Certainly. If Mr. Wegenast is 
sworn now we will take the evidence 
indiscriminately. 

GEORGE WEGENAST, © sworn: 
(Answers until a change is indicated.) 

A.—The transaction with the Guelph 
and Ontario Loan Company was this. 
In May, 1903, we purchased a large 
block of Berlin Gas & Electric Light 
bonds, on terms that we considered 
very favorable. We had not the money 
to buy them and instead of going to 
the banks here, Mr. Melvin informed 
us ‘that the Guelph and Ontario had 
considerable money on hand which it 
would be willing to lend us at a lower 
rate of interest than we would have 
paid the banks here. We _ borrowed 
$90,000 from them which we repaid 
with interest within three months, I 
think. That was all the transaction. 

Q.—Then you borrowed money in 
order to pay for these securities? 

(Mr. Melvin answers until a change 

is indicated.) 
A.—Yes, but they got the money 
just what we paid for it. We take in 
deposits and we gave the Mutual Life 
that at 4 per cent. 

Q—-f am not making an inquiry 
on behalf of the Guelph shareholders 
but only about the insurance com- 
pany? . A.—I wanted to show that the 
Mutual Life Company did not pay 
anything. 

Q.—You had better be careful be- 
cause the other company may be in- 
vestigated? A.—Well. I am satisfied. 

Q.—You had no other transactions 
with them, Mr. Wegenast? A.—No, 
sir. 
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Q.—Now, Mr. Melvin, you had some 
Richmond debentures in 1908, $24,- 
000P A.—Yes. 

Q.—And you had some in 1904? A. 
—I am not certain. I think it is 
likely we had. I don’t know that we 
ever sold any. 

Q.—Do you know what was done 
with them at the end of the year 1903? 

(Mr. Wegenast answers until a 
change is indicated.) 

A.—I think my memory is better 
than Mr. Melvin’s and if you will 
allow me I will explain the whole 
transaction. 


Q.—Certainly? A.—Along towards 
the end of 1903. 


Q.—What date are you referring to 


as ‘‘towards the end?”’ A.—About 
December, 

Q.—December 31st? Aw AS, eL0 
what? 


Q.—That you are referring to now? 
A.—Rather to the month of Decem- 
ber because it has reference to the 
condition of our bank account. We 
were overloaned, that is to say a 
larger number of loans came in than 
we anticipated and our revenue was 
less than we had counted on; in con- 
sequence we owed the bank a certain 
sum of money at the end of the year. 
Mr. Melvin thought that would not 
look very well in our financial state- 
ment, that it might be subject to 
criticism on the part of policyholders 
and particuarly life companies. 

Q.—Who thought that? A.—Mr. 
Melvin. 

Q.—He doves not seem to have a 
clear recollection of it now? A.—As 
I go on possibly it will come back to 
his mind. Instead of showing that 
blank balance Mr. Melvin suggested 
and I think I concurred in it for that 
matter—I do not want to put the re- 
sponsibility on Mr. Melvin at all—to 
make an arrangement with the Mol- 
son’s Bank for the sale of the town of 
Richmond debentures, which you in- 
quired about a moment ago. $24,- 
000 or $25,000 worth. I have forgot- 
ten the exact amount. The Molsons 
Bank agreed to take those bonds at 
what they cost us, give us credit for 
them on the understanding that we 
were to take them back in the New 


Year. The idea was merely to pay’ 


off with part of our over investment 
a balance which we owed the bank. 
Now, as to over investment. 

Q.—As to this before we get to over 
investment. The over investment is a 
small feature, I suppose that is com- 
mon to a great many companies. This 
was a little trimming for the Annual 


6 EDWARD VII., A. 1906 


Mutual Life, (R. Melvin, Ex’d.) 
(G. Wegenast, Ex’d.) 


Report at the end of the year? A.— 
I do not know what you mean by the 
word ‘‘trimming.”’ 

Q.—Don’t you? It is well known in 
insurance companies around Toronto. 
The Secretary tells me the technical 
term is window dressing? A.—Well, 
perhaps we will have to plead guilty 
to that term. 


Q.—Now that I use the proper, 
equitable expression. I suppose that 
if Mr. Wegenast had not told that 
story and you had told it, you would 
have put the responsibility on Mr. 
Wegenast, would you, Mr. Melvin? 
You would take it yourself as he has 
told the story. 


(Mr. Melvin answers until a change 
is indicated.) 

A.—Oh yes. 

Q.—It was your suggestion? A.— 
Well, I cannot say that yet. But I 
have no doubt if he says so, it was. 
I think in looking back, of course we 
were very anxious to make always a 
reasonable showing but we never have 
one cent in our assets that does not 
belong to us. In other words, sup- 
posing that in this case we had taken 
those debentures to purchase others, 
we had taken those out of the assets, 
what we had bought would be in their 
place, but we never did anything to 
change the position of anything that 
was there. 

Q.—You make a return and in that 
return you make an affidavit with the 
statement: ‘‘That they are the above 
described officers of the said company 
and that on the 3lst day of December 
last all the above described assets were 
the absolute property of the said com- 
pany free and clear from any loans 
or claims thereon except as above 
stated, and that the foregoing state- 
ment with the schedules and explana- 
tions hereunto annexed and by them 
subscribed are a full and correct ex- 
hibit of al] the liabilities and of the 
income expenditure, and general con- 
dition and affairs of the company on 
the said 3lst day of December last 
and for the year ending on that day 
according to the best of their infor- 
mation, knowledge and belief respect- 
ively.”’- That is sworn to by Mr. Mel- 
vin and Mr. Riddell, the Secretary, 
on the 19th November, 1904. That 
was not quite correct, was it, Mr. 
Melvin? A.—Well, it was correct in 
this way. 

Q.—You showed as cash in the bank 
an item that put there under an ar- 
rangement whereby you were to take 
back the debentures and return the 
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cash immediately on the New Year? 
A.—Yes, 

Q.—It was not your absolute pro- 
perty in that sense, you had pledged 
your own property to raise this money 
in effect? A.—Yes, 

Q.—And that transaction with the 
Bank was not shown? A.—Well, I 
admit that is wrong. 

Q.—You thought it would create a 
bad impression in the minds of the 
policyholders if they knew you had an 
overdraft? A.—Hxactly. 

Q.—Now why should not the part- 
ners you have in this company—be- 
cause you are all partners, you are 
not shareholders—why should they not 
know everything about it that you 
know? A.—Well, I have no doubt 
at all that the feeling in cases of that 
kind is simply this, we represented 
our position as no better nor no worse 
than it really was. 

Q.—You represented your position 
to be different from what it really was? 
A.—I don’t know that we did. 


Q.+-You did not represent that you 
had an overdraft in the bank which, 
in reality, you had? A.—That is true, 
but we had the value for that over- 
draft. 

Q.—You had the value with the 
bank? A.—I admit that what you 
say is correct as regards that. . 

Q.—Then we will leave it at that. 

MR. KENT: Was there any re- 
quest made by the Bank to put a stop 
to this overdraft? 

MR. TILLEY : 
gest this to. youP 


(Mr. Wegenast answers 
change is indicated.) 

A.—My recollection is that the bank 
did wish the overdraft paid off and 
the only way we could do it was in 
the way we did. 


Q.—Why did the bank want it paid 
off? A.—That I cannot tell you now. 
It is too long ago. 

Q.—Do you say that the Molson’s 
Bank prompted you to do this? A.— 
Well, I am under the impression that 
they asked us to pay up the over- 
draft, but whether they prompted us 
to do it in this way is a different mat- 
ter. I would not be sure about that. 

Q.—How much was the overdraft? 
A.—My recollection is that it was 
about $20,000. 


Q.—When was the transaction chang- 
ed back to the overdraft in the Bank 


Did the Bank sug- 


untii a 


again? On the 2nd January? A.— 
Early in the month. 
Q.—Well, on the 2nd? A.—-Yes, I 


suppose so. I am not sure. 
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Q.—That is the one transaction put 
through on the 3lst day of December? 
A.—Yes. 

Q.—And reversed on the 2nd Jan- 
uary? A,—Yes 

Q.—At the earliest possible moment 
that it could be reversed? A.—Yes, 
and I would like to say that the 
transaction was actually known to the 
Board, . 

Q.—To the 
Yes. 

Q.—After or before it was done? 
A.—Before it was done. Mr. Clement 
and Mr. Hoskin, the Vice-President, 
who are present, say that the Board 
knew it beforehand. It was done 
with their knowledge and approval. 

Q.—Entered in the Minutes? A. 
—I don’t know as to that. I am not 
sure as to that. We can easily see. 
That would be in the Directors’ Min- 
utes, I think. 

Q.—Then I think, Mr. Melvin, that 
that is all I will trouble you about, 
thank you. I will go on now with 
Mr. Wegenast’s examination? A.—I 
think it is only fair Mr. Tilley, that I 
should be permitted to say that the 
bond in question which we sold to the 
Molson’s Bank is a bond of the town 
of Richmond, Quebec, which we have 
authority to hold under our Act of 
Incorporation and still hold. It is 
not an unauthorized investment. 


Q.—Oh yes, nothing I said, I hope, 
inferred anything different from that. 
While we are on investments, I sup- 
pose, that you were not an officer of 
the company at that time the original 
Act of Incorporation was passed by 
the Province of Ontario? A.—WNo sir. 

Q.—That would be long before your 
connection with it. Were you in any 
way connected with the company when 
the Dominion Act was passed; that 
would be still a long time ago? A.— 
No, I think not. 

Q.—In what capacity did you first 
join the company? A.—I was given 
a position in the company on the 26th 
July, 1880, that is twenty-six years 
ago, aS a junior. 

Q.—And in what different capaci- 
ties have you served the company 
since? A.—I was junior for a num- 
ber of years and about 1884 or 1885 
I was appointed Cashier. I remained 
Cashier until about 1890 and about 
that time was appointed to a position 
in the actuarial department. I was 
Actuary for about eight years and in 
1898, when Mr. Hendrie, the then 
Manager, retired, I was appointed 
Manager to succeed him. 


Mutual Board? A.— 
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Q.—Were you, while in the Actuarial 
Department supposed to be the act- 
uary as far as the practical work was 
concerned? <A.—Yes. 

Q.—You were doing the work? A. 
—During the latter part of the time. 

Q.—Mr. Hendrie was an actuary, 
was he? A.—Yes, he was a man who 
was acquainted with actuarial matters 
to a greater or less extent. 

Q.—He was a person, who like your- 
self, had studied it out for himself? 
A.—Yes. 

Q.—He had acquired his own act- 
uarial education? A.—Yes. 

Q.—And then there was no other 
person who was styled actuary, during 
that time A.—No. : 

Q.—Nor during his time? A.—No. 

Q.—While you were actuary he was 
Manager? A.—Yes. 

Q.—What salary did he receive as 
Manager? A.—At the time of his 
retirement and for some time previous 
to it, it was $4,000. 

Q.—And then he retired on an allow- 
ance of two-thirds of that? A.—Yes, 
about $2,600. 

Q.—Why was he paid that, as a con- 
sulting actuary? Or was it in reality 
a retiring allowance? A.—It was in 
reality a retiring allowance. 

Q.—It was put on the minutes as 
remuneration as consulting actuary? 
A.—I believe so. 


Q.—Would it not have been proper 
to have described it as it really was, a 
retiring allowance, a sort of pension? 
A.—I think there was doubt on the 
part of the Board whether they had 
any power to grant a pension to any- 


. one, 


Q.—Then they should not have done 
it? A.—I suppose not. 

Q.—Misnaming it does not make it 
legal? A.—I don’t know. That is a 
lega] question. 

Q.—What would you say? A.—I 
have no opinion on the subject. 

Q.—But that is in reality what the 
transaction was? A.—Yes. 

Q.—It was a sort of pension and 
the question arose whether they had 
the right to pension anyone? A.— 
Yes. 

Q.—He was then in ill health? A. 
—Yes. 

Q.—Has he ever done any actuarial 
ve since for the company? A.— 

O. 

Q.—Nor consulting work? A.—No. 

Q.—Never been consulted since? A. 
—Except occasionally in resard to 
matters that took place at the time 
of his management. 

©.—Of course you will probably go 
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to him for information more than any- 
thing else? A.—Yes. 

Q.—But he was not advising you 
as to the proper thing to do under 
given circumstances? A.—No. Mr. 
Hoskin reminds me that the retiring 
allowance to Mr. Hendrie was confirm- 
ed at the next subsequent annual 
meeting. 

Q—Oh yes, I am not saying that it 
was not confirmed. A—I merely men- 
tion that to bring the fact out. 

Q—As a matter of fact does the con- 
firmation at an annual Meeting of the 
Mutual Life mean much more than) 
action by the Board of Directors? 
A—Oh yes, I think it does. 

Q—To what extent does it mean 
anything more? A—Well, of course 
there are Some acts of the Board that 
cannot be considered final. 

Q—That is the legal effect but I 
mean as to the practical consideration 
of the matter, do you get any new 
blood into it by having a meeting of 
your shareholders? A—No. 

JUDGE MACTAVISH: How often 
has the determination of the Board 
been overruled at the Annual Meet- 
ing by the members of the Associa- 
tion? A.—Never, that I know of. 


MR. TILLEY: I am a little further 
than that. Do you gef any new peo- 
ple there other than the directors, ex- 
cept a few local officers? A—No. 

Q—Have you ever had any person 
other than a director come into the 
meeting with proxies? A—Yes. 

Q—How long ago? A—I must re- 
fresh my memory about that. 


Q—So far as I can ascertain, the 
transaction on the 3lst December, 
1903, is not in the minutes of the 
Executive Committee nor of the 
Board Meeting, so if it was adopted, 
It was I suppose, adopted leaving it 
out of the Minutes. 


MR. HOSKIN: It must be in the 
minutes. That is impossible. A—You 
have a complete copy of the minutes 
verbatim ad literatim, but I don’t 
know whether it was in the minutes. 

Q—There was a time when it was 
resolved to have a minute book of the 
directors under lock and key. A— 
Yes. 

Q—I suppose we got a copy of that 
book as well? A—Yes. 

Q—There were no minutes but what 
copies were supplied. A—Yes, you 
have everything. 

Q—Now, what time do you say this 
was? A—In 1891 is the first record 
that I know of although it may have 
occurred at a previous time. In 1891 


/ 
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a Mr. Clarke of Belleville attended the 
Annual Meeting with a large number 
of proxies and elected our agent at 
that point, Mr. Burrows, a director. 
On another occasion a gentleman from 
Ottawa came up with a large number 
of proxies and elected himself a director. 

Q—An agent of yours? A—No, sir 
he was not an agent, he was a barris- 
ter. ; 

Q.—Mr. Hoskin quite misunder- 
stood me; he thought I was stating 
as a fact that no resolution was in 
the minutes about Mr. Hendrie. I 
did not intend that at all; I meant 
that no resolution was in the minutes 
about the Richmond debentures that 


was transferred. The Hendrie tran-.- 


saction is set out in full. You have 
no reason to think the other is in 
the Minutes? 


MR. HOSKIN: No, I have no rea- 
son one way or the other. It was 
mentioned at the Board; that I know. 


Q—Mr. Burrows, you say, was ap- 
pointed in what year? A—1891. 
. Q—His name does not seem to be 
on the list A—He was on the Board 
for about half an hour. 
Q—He was your agent? A—He 
was our agent at Belleville. 


Q—Why was his tenure of office so 
short? Did he~find the duties too 
onerous? A—No, I don’t think the 
duties were too onerous, nor the pay 
either at that time. The then Pre- 
sident of the company, Mr. I. E. Bow- 
man, after consultation with other 
members of the Board, informed Mr. 
Burrows that-he would be very glad 
to have him as a director if he would 
instantly resign his agency. 

Q.—Is there anything to prevent 
an agent of the company being a direc- 
tor. 

MR. HOSKIN: We were so advised. 
We took the opinion of the counsel 
on the subject. Under the general 
_law a man cannot be master and ser- 
vant. 

JUDGE MACTAVISH: He cannot 
make a bargain with himself. 


MR. TILLEY: That may be all right 
for an agent. We have had lots of 
such bargains. 


MR. HOSKIN: As agent he was 
a servant of the company; as director 
he was master of himself. That is 
the ground we took. _ 

Q—And you had an opinion to start 
with? 

MR. HOSKIN: That is my recol- 
lection. . 
~ Q—He was a polievholder. 

MR. HOSKIN: Yes. 
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Q—And there was nothing in the 
Act expressly to prevent him. 

MR. HOSKIN: No. 

Q—But under the general law be- 
cause he was an agent of the company 


-he could not go on the Board. Was 


that the end of Mr. Burrows, so far 
as his ambition to be a director was 
concerned? A—Mr. Burrows elected 
to remain an agent. 

Q—He elected to get off the Board? 
A—Yes, and the Board subsequently 
filled the position by the appointment 
of the man whom he displaced, who 
had been left off, Mr. Baird. 

Q—So that it got back to the same 
personnel again? A—Yes. 

Q—When did the next breach oc- 
cur? A.—I am unable to give you the 
date when the other incident occurr- 
ed, but a gentleman from Ottawa— 
for the present I would ask you not 
to press me to give his name—came up 
and elected himself a director. For 
many reasonshe was found to besome- 
what obnoxious on the Board; he made 
himself obnoxious and altogether was 
an undesirable person as a director. 

Q—To the other directors? A—To 
the other directors and to the com- 
pany. 

Q—No, to the other directors. A— 
To the other directors. 

Q—You see the policyholders want- 
ed him, because he got on. A—QOh, 
well, I don’t think I can consent to 
that, Mr. Tilley. I am not sure the 
policyholders wanted him. In fact 1] 
am sure they did not. 

Q—They voted him on theoretically? 
A.—Yes in theory they voted him on. 

Q—Then the only expressign of opi- 
nion against him would be the other 
directors? A—Yes. 

MR. KENT: I suppose the proxies 
he had gave him power to vote for 
the appointment of directors and 
not specially for his own appointment, 
that is what you mean? A—Yes. 

Q—Or were the proxies made out 
for the purpose of voting for him- 
self? * A——No «sir. 

Q—It makes quite a difference. A— 
They were made out in his own favor. 

MR. TILLEY: Appointing. him 
proxy and not saying who he should 
vote for. A—That is my recollec- 
tion. He could vote for anybody. 

Q—How long did he remain? A—I 
think about three years. 

Q—What year did he come on the 
Board? A—May I consult the list? 
His name first appears as a director 
in 1892. He appears to have only 
been on the Board for only one year 
according to this list. 
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Q—One third of your Board is 
elected each year. A—Yes. 

Q—And two-thirds remain and he 
would be appointed for a three year 
term. A—Yes, he would be on for 
three years. 

Q—lIs that the only other case now 
of where the directors have not ap- 
pointed the directors for the next 
year’ A—That is the only case I can 
recall. 

Q—Those two cases. A—Yes. 

MR. HOSKIN: He only appears 
for one year. 

A—The reason I said I would prefer 
to withhold his name is this, he left 
Ottawa for reasons not necessary to 
mention. 

Q—He got the proxies himself, I 
Suppose made a business of getting 
these proxies? A—I think so. 

Q—And was able to get a goodly 
number of them? A—Yes. 


Q—Do you know how many? A— 
There is no record of proxies prior to 
my appointment in 1898. I have a 
record since then of the number of 
proxies that were in existence and 
used at the Annual Meeting but prior 
to that time I have been unable to 
find any record of them, so that I 
don’t know how many he had. 

Q—Your Act provides that no of- 
ficer shall hold proxies. A—Yes. 


Q—Then is it true that no officer 
does hold proxies? A—Yes, accord- 
ing to an opinion that we have on 
that point. 

Q—Another opinion? A—Yes, we 
have a legal opinion. 

Q—Who is the chief officer of the 
company? A—Robert Melvin, Presi- 
dent. 

Q—Does he hold proxies? A—Yes. 

Q—How can he hold proxies if an 
officer cannot. A—I must correct my- 
self in saying that; he is not an of- 
ficer according to the opinion we have 
on that point. He is not an officer. 

Q—What is the opinion you have 
on that? A—We have an _ opinion 
here from Christopher Robinson dated 
August 21st 1890. My recollection is 
that someone at the Annual Meeting 
about that time raised a question 
whether the President could hold 
proxies under the terms of our Char- 
ter and the matter was referred to 
Mr. Robinson and I have a copy of 
his opinion here. 

Q—I think we had better have it 
because that would be _ material. 
(Opinion referred to read and _ filed 
as Exhibit 347) 

Q—That is the opinion on which you 
have acted you say. A—Yes. 
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Q—Then Mr. Melvin does hold 
proxies, does he not? A.—Yes sir. 

Q—ell me then just the history 
so tar as you have it recorded of the 
proxies held? A—I have here a mem- 
orandum of the proxies held for each 
of the years 1898 to 1906, giving in 
detail the proxies. Memorandum 
filed as exhibit 348). 

Q—I see that some of these proxies 
would be in favor of the President 
and some other director, giving either 
the right to vote? A—Yes. 

Q—Then are all these directors or 
not—will you go through and _ pick 
them? A—They are all directors on 
that page. Here is one a director. 

Q—In 1898 William Prendergast was 
not a director? A—Here is a man 
who is not a director, Wideman. 

Q—The only two gentlemen named 
in any of these lists are Prendergast 
and Wideman? A—Yes. 

Q—The other holders of proxies are 
directors; and in 1898 there were 
5966 proxies; in 1899 5730; in 1900 
6090 ; 1901 6405; 1902 6111. 

Q—1903 7246; 1904 2915; 1905 8848 ; 
1906 8501. 

MR. LANGMUIR: Have you a 
memo showing the number of policy- 
holders in any given year, and the 
number present at each meeting or 
represented by proxies—what I-mean 
is that we are informed that this is the 
proper kind of am insurance associa- 
tion, it is the ideal form in some re- 
spects; of course in the State of New 
York they are maintaining that this 
is the ideal kind of organization; it 
is therefore very important that we 
should know what interest is taken 
in the shareholder’s meeting, how 
many attend, how many give proxies, 
to see whether it comes up to that 
standard. ; 

MR. TILLEY: That is not given for 
all years, but I have some information 
about it here? A—At the date of the 
last annual meeting March Ist 1906, 
the number of policy holders entitled 
to vote was 25,919; the number of votes 
actually cast was 8453, or 32.7 per 
cent of the whole. 

MR. LANGMIUR: One-third of the 
number took an interest in it? A— 
Yes sir. 

MR. TILLEY: And there were 8501 
proxies. 

MR. LANGMUIR: I think you 
should have this on record. 

MR. TILLEY: Q—You have not it 
for other years? A—No sir. 

MR. LANGMUIR: Q—How far do 
you go with the number of policy- 
holders and the number represented 
either in person or by proxy? A— 
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As I said a moment ago I have only the 
record of last year, 1906. 

Q—Because it is very important to 
know that I think in considering this 
matter? A—What we have is simply 
the number of proxies in existence 
since | became manager; I kept track 
Orsthat part. of it. -: 

Q—I think the Commission would 
like to get information of that kind, 
because this is held up as an ideal 
association for an insurance company. 

MR TILLEY: We asked for that 
information but they told us they 
were not able to give it as to persons 
voting in person. 

WITNESS: I might say the total 
number of votes cast would be the 
total number of proxies in existence 
plus probably 25 or 35 at the very 
outside. 

JUDGE MacTAVISH:~ Attending 
in person? A.—Yes. At the last an- 
nual meeting on the first March last 
besides those who held proxies there 
were actually 35 policyholders pre- 
sent who did not hold proxies and 
who voted in person. 


MR. TILLEY: And of course each 
policyholder who is entitled to vote 
is Just entitled to one vote? A.— 
Yes. 

Q.—It does not depend on the 
amount of his insurance? A.—Not 
at all, as long as he is insured, no 
matter what the amount of his in- 
surance is. | 

Q.—It must be $1,000? A.—No 
sir. 

MR. HOSKIN: To be a director 
he must have $1,000? A.—I would 
like to say also that out of the 35 
persons whe were present and voted 
in person about 28 were agents, leav- 
ing 7 persons who were not agents, 
those seven six were from the Town 
of Waterloo or Berlin and one from 
Toronto; that is the complete record. 

Q.—For 1906? A.—Yes. 

JUDGE MacTAVISH: For a few 
years previous to 1906 would it be 
very troublesome to obtain the num- 
ber of policyholders entitled to vote 
at the date of the annual meeting? 
A.—Oh no. 

Q.—With that information and the 
number of proxies and your state- 
ment that we may add to the number 
of proxies 20 or 25 or 35, or some 
number who actually attended in per- 
son, we would have all the informa- 
tion we want? A.—1t- should be very 
glad to get that information. 

MR. TILLEY: Would you make 
that information agree with the 
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statement that we have here, that is 
commencing with 1898? A.—Yes. 
MR. KENT: I suppose the only 
thing that will bring a full attend- 
ance of policyholders would be in the 
case of the Managing Director commit- 
ted bigamy or some other crime, or 
some other directors had distinguish- 
ed themselves in that respect? A.— 
I don’t know whether the _ policy- 
holders would concern themselves 
very much if I were to commit big- 
amy, but if I were to get away with 
$50,000 I think perhaps we would 
have them all down on us, or do some- 
other thing; genrally speaking I 
think this can be said as a fact, so 
long as the Board of Directors and 
Management give reasonable satisfac- 
tion and conduct the affairs with 
reasonable care the policyholders will 
not trouble themselves very much 
about attending the annual meeting. 
I think, however, that any malfeas- 
ance in office would suddenly bring 
them down upon us, and would re- 
sult in the cancellation of these 
proxies, because it is important to 
mention right here that every proxy 
may be terminated at will, that is it 
is only a power of attorney and it 
is not perpetual at all, and any poli- 
cyholder—it has occurred once or 
twice in my experience, I think a poli- 
cyholder asked to have his proxy re- 
turned, and they were promptly re- 
turned, and any policyholder may ex- 
ercise that right, and I think if it 
ever occurred in the history of the 
company that anything were done 
that would be subject to serious cri- 
ticism the policyholders would attend 
the annual meeting very largely. 
MR. TILLEY: It would have to 
be something that the directors them- 
selves. even if the policyholders did 


‘ not doe anything the directors them- 


selves by reason of public opinion in 
carrying on the business of the com- 
pany and getting business, they would 
have to put out a certain director, 
would not they? 

MR KENT: No, that would be 
locking the stable door after the horse 
was gone. 

MR TILLEY: That is the condi- 
tion that practically exists in a 
mutual company, in this company? 
A.—I must. confess I did not catch 
your remark. 

Q.—The Board of directors in this 
company so far as we have gone seems 
to be a perfectly close corporation ex- 
cept on the one or two occasions 
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when some one man got on the 
Beard?’ «A.—I think the words ‘‘close 
corporation”? may be capable of mis- 
conception, or may be misunderstood. 
J would say this, that the manage- 
ment of the company and the person- 
el of the Moard have been in the 
hauds of the same persons for a long 
time, and these same persons have 
held the proxies for a long time. 

Q.—And could keep themselves in 
power during the whole of that time? 
A.—-Only by the consent of the poli- 
cyzolders whose proxies they hold. 

Q.—And that consent would not be 
withdrawn unless there was something 
very grave happened? A.—Not prob- 
ably. 

(3.—The policyholders do not exer- 
cisa any more right to change the 
management in a mutual company 
than in a stock company? A.—I 
should not think so. 

Q.—It is practically the same in that 
regard? A.—I think so. 

@.—How many votes had the man 
in Ottawa when he got on the Board? 
A.—As I said a moment ago there is 
no record. 

Q.—Do you know about approxi- 
mately? A.—I have no idea. 
- @Q.—Was he able to vote off all the 
three members that were up for elec- 
tion? A.—No sir, I think what he 
did was simply to vote himself in. 

Q.—Could. he have done the other? 
A.—I am unable to answer that. 

Q.—Since the trouble you had on 
these two occasions what has been done 
in order to prevent such a thing 
happening? A.—I think it was about 
the time Mr. Burrows elected him- 
self a director that the Board de- 
cided to offer the policyholders regu- 
larly the opportunity of voting at 
annual meetings by means of proxies, 
and at the same time bringing to 
their attention the fact that they have 
the right to attend personally and vote 
in person. Of course that has always 
been explained to policyholders as a 
matter of fact. My recollection is 
that at all events since I became con- 
nected with the company in 1880 it 
has always been made a feature of the 
company, to tell our policyholders 
that they are supreme in the com- 
pany, that they are the company, 
that they may come to the annual 
meeting and exercise their right to 
vote and take part in the proceed- 
ings. That has heen kept very prom- 
inent for a great many years, in fact 
I think from the inception of the 
company. 
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MR. LANGMUIR: In the litera- 
ture of the company does it appear ? 
A.—Yes, almost everywhere and at 
the present moment right here I might 
just point out that we print it on the 
bottom of the policy so that a new 
insurer coming to the company for 
the first time in opening up his policy 
is confronted by this very statement, 
which is an extract from the com- 
pany’s charter, and it reads as fol- 
lows: ‘‘The said company shall be 
composed of its policyholders who 
shall own and control all.its property 
and affairs as hereinafter provided, 
and each policyholder during the con- 
tinuance of his policy shall be and 
is hereby constituted a member of the 
said company, and while such member 
shall be entitled to give one vote at all 
annual or general meetings in person 
or by proxy’’? and ten days before its 
being used the proxy has to be filed 
with the manager. The other pro- 
vision is one calling attention to the 
annual meeting, it reads: ‘‘The an- 
nual general meeting of the policy- 
holders of the company shall -be held 
on ithe first Thursday in March of 
each year.”’ 

MR. TILLEY: That is advertised 
pretty well in your company, you 
make that a feature of your company 
in soliciting business? A.—Of course 
there is this to be said in connection 
with the use of proxies, any policy- 
holder having a proxy and subsequent- 
ly attending an annual meeting exer- 
cises his right to vote. 

JUDGE MACTAVISH: The proxy 
can only be used in the event of his 
non-attendance? A.—yYes. 

MR. TILLEY: What did you do to 
obviate any further trouble of the 
nature vou had with this man, did you 
send out circulars with proxies for the 
policyholders to return? A.—I can 
speak with a good deal of exactness 
about everything that has happened 
since 1898, at the time I became man- 
ager. 

Q.—Don’t give it with too much 
detail? A.—I am endeavoring to show 
my knowledge previous to 1898 is im- 
perfect. 

Q.—Take since 1898? A.—Since 
1898 a circular in terms of that one 
such as you have there. 

Circular referred to filed as exhibit 
349. 

Q.—Exhibit 349 is a circular yon 
send out—each year? A —-No sir: 
my recollection is it has been done 
every two years, every second year 
since 1898. 
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Q.—Attached to that circular is a 
form of proxy in which there is one 
name left blank to fill in, and the 
President is mentioned as the other 
proxy, and also a form of proxy in 
which the President and Mr. Hoskin 
are named; are both these forms of 
proxies sent out with the circular? 
A.—No sir. 

Q.—What use is made of the differ- 
ent forms? A.—The proxy with the 
President’s name in conjunction with 
some one of the directors has been sent 
out since 1898. 

Q.—That would be the form where 
Mr. Hoskin’s name is in here? A.— 
Yes, this in only a sample of one of 
them, but the other directors also have 
a certain number of them. 

Q.—But that would be the form? 
A.—Yes; that is sent out with the 
circular. Then if some policyholder 
reads and objects to voting for direc- 


tor and asks for another proxy we- 


send this blank form. 


Q.—The policyholder does not get 
the form in which there is a blank to 
fill in the name unless he specially 
applies for it? A.—Unless he asks 
for it. 

Q.— With that circular is this slip, 
marked AP A,—That is just the form 
of notice of premium. 

Q.—That does not go with this 
other? A.—No. 


Q.—Is this exhibit 349 sent by mail 
to every policyholder each _ second 
year? A.—No, only to those policy- 
holders who have come on the books 
of the company since the last circular. 


Q.—So long as you have a proxy 
from a policyholder you do not send 
him this form again? A.—No sir. 

Q.—This circular reads in this way 
(reads). That last clause ‘‘enclose a 
form of proxy to be used by one of the 
persons named therein,’’ is conducive 
in getting the voting power into the 
hands of the directors, is it not? A. 
—Yes. 

Q.—And that is why it is done that 
way? A.—Well, of course we give the 
man the option of 

Q.—No, you send them this circular, 
and that is conducive to getting the 
voting power in the hands of the di- 
rectors? A.—Yes. 

Q.—I want to know whether the ob- 

ject is to get the votes in the hands of 
the directors? A.—I cannot say posi- 
tively. 
_ Q.—You are pretty well acquainted 
with the conditions, what do you think 
of it? A.—I think that is the net 
result. 
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Q.—And that is effectual, is it not? 
A.—Yes. 

Q.—How many times have you ever 
been asked for this form in which there 
is one blank space, I see even in this 
form you still keep the President’s 
nameP <A.—Yes. 

Q.—And leave one blank for him 
to fill in. The proxy reads this way: 
(Reads) (made part of exhibit 349). 

Q.—How often have you been ap- 
plied to for that form? « A.—I don’t 


-think six times. 


Q.—The result is the proxy holders 
are the directors with just the one or 
two exceptions who hold a very small 
number of proxiesP A.—Yes sir. 

Q.—What right has a policyholder 
to come in and get a list of the policy- 
holders of the company in order to get 
proxies himself? A.—That has never 
been exercised, if he has a right. 

Q.—Have you ever considered whe- 
ther he would have a right? A.—I 
have not. 

Q.—And would you express an opin- 
ion on it? A.—I- would not care to. 

Q.—Supposing I was a policyholder 
in the Mutual Life and walked into 
your office this afternoon while I am 
in Waterloo and asked you to show 
me the policy register so that I could 
look over the names, would you do it? 
A.—I think I would ask what object 
you had in doing it. 

Q.—Why would you ask me that; 
first, might I ask you what business 
that is of yours, as a partner in the 
concern? A.—You might be doing it 
for an agent of another company. 

Q.—If that is my right of being a 
policyholder in a mutual company why 
should I not be able to exercise it? 
A.—I am not sure you have the right. 

Q.—What would you do supposing 
I said I won’t tell you why I want it? 
A.—I would say ‘‘Get out of the office 
and wait till the next Board meeting.”’ 

Q.—Can you imagine what your 
Board would do? A.—I cannot 
imagine, - 

Q.—This exhibit number 350 in the 
form of the notice about premium you 
send out? A.—Yes. 

Q.—And that contains the notice 
about the annual meeting that the 
Act requires? A.—Yes. 

Q.—And at the top again is the 
full list of the Board of Directors, 
and then below that the officers; I see 
by this you as manager, are classed as 
the chief officer. Is that notice about 
theannual meeting put on all?A.—Yes. 

Q.—When you became manager 
what salary did you get? A.—$3,000. 
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Q.—Let me ask you this, has any- 
thing else ever been done in order to 
get the policyholders’ vote in the 
hands of the directors? A.—No, there 
has been no one employed to solicit 
proxies, no agent or other person has 
to my knowledge ever solicited prox- 
ies; the only way in which these prox- 
ies have been gecured is by means of 
the circular letter. 

Q.—Do you ever have an agent get 
a proxy at the time he issues the pol- 
icy? A.—wNo sir. 

Q.—So far as you know no policy- 
holder has ever been communicated 
with except by mail? A.—Except by 
mail. 

Q.—And that by the formal circu- 
lar? A.—By means of this circular. 

MR. LANGMUIR: Do you believe 
that continuity in the directorate is 
an important thing in an insurance 
company? A.—TI certainly do. 

Q.—Seeing the little upset that took 
place with the Ottawa man, which 
might have resulted differently, do 
you think that a stock company direc- 
torate can be made more effective in 
that way than a mutual company, or 
can you accomplish continuity in a 
mutual company just as well as you 
can in a stock company—of course you 
may be a little embarrassed in answer- 
ing that as an officer of this company, 
but I think it is rather important to 
know what your views are? A.—In the 
first place as I said it is important to 
have continuity in management; life 
insurance is a peculiar business. 

Q.—We all admit that? A.—I must 
beg your pardon; what I mean to say 
is this, it requires years of familiarity 
with it before a man may be said to 
become useful as a director. A di- 
rector may be said to be of service to 
a company in two ways, first in re- 
gard to the investment of money. Life 
companies have enormous funds to in- 
vest; it is important therefore that a 
director of the company should have 
some knowledge about financial mat- 
ters and about the investment of 
funds, and secondly he should be of 
some assistance or use to the company 
in regard to the business of life insur- 
ance as such, that is to say he ought 
to know a little more than the aver- 
age man you would meet on the street 
about life insurance. There are a creat 
many technicalities about life insur- 
ance that no man may ever hope to 
learn even as a directo~. There are 
however general principles underlying 
the business that a man as a director 
may become familiar with, and there- 
fore the longer he is on the Board the 
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more useful he becomes; for these rea- 
sons I think it is very important that 
directors being otherwise unobjection- 
able and having these qualifications 
should be continued in office as long 
as possible, and it would be destruc- 
tive of the company’s business—I 
think I may go so far as to say that 
if the Board were to be year by year 
changed about, men for no reason be- 
ing put out of office, new men simply 
for the sake of being a director being 
put on in their places, those new men 
having no experience and no know- 
ledge of the business. 

MR. TILLEY: Then your answer is 
that that is a very important thing, 
and I suppose if there was a danger 
of the popular vote of policyholders 
each year changing the directorate 
you would think that would be a bad 
thing to have in the company? A,— 
I think it would. 

MR. LANGMUIR: It would be a 
defect in the system? A.—It would 

MR. TILLEY: And whichever sys- 
tem, whether by a stock company or 
by policyholders voting is the more 
conducive to the stability of the Board 
is the better system in your opinion? 
A.—Which system is the better? 
_Q.—The system that is more condu- 
cive to having stability in the Board 
of Qugee A.—Yes sir. 

.—So that if you could get a per- 
manent Board by reason of a site 
company better than by a mutual 
company you would favor the stock 
idea ; if you could get it better by 
the policyholders you would favor it 
from the policyholders? A.—No, I 
do not think I can go as far as that, 
because there is this very important 
difference between a Board elected by 
the popular vote of policyholders and 
a Board elected by shareholders. A 
Board elected by shareholders may be 
a close corporation that can never be 
removed by policyholders simply be- 
cause policyholders in many companies 
have no vote at all, and the stock- 
holding interest is always in control, 
therefore the Board of a stock com- 
pany is as a matter of fact entrenchea 
behind the stock and cannot be re- 
moved. 

MR. TILLEY: Q.—If it could be 
removed by a popular vote you would 
think that is a defect—if by the system 
in vogue you could be removed by a 
vote at the annual meeting vou would 
think that was a defect? A.—No, I 
think not. 

Q.—You think then there would be 
no objection to the policyholders hav- 
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ing the ability to vote out the whole 
Board of Directors? A.—Certainly 
not; I think the policyholders should 
In every case have the right to remove 
the Board for good cause, and that is 
the case with our company, and that 
is the point I would like to empha- 
size, because while the present Board 
of Directors have control of the com- 
pany the policyholders have it within 
their power to wipe them out, if you 
will allow the expression. 


Q.—Tell me how they can do it? A. 
—They can simply act in concert. 

Q.—How? How can they get the 
list of policyholders to start with? A. 
—They could do that by advertising. 

Q—NoP <A.—Why not? 

Q.—Is that the best means they 
have for getting a vote recorded? 
A.—No, the best means would be to 
come right to the Head Office and 
get a list of the policyholders. 

Q.—If you knew that list was to 
be used to vote the old Board out 
and vote a new Board in would you 
give it.to them? A.—No, 

Q.—You would wait for the Board 
to meet? A.—Yes. 


Q.—Do you think the Board would 
give it to them? A.—TI have no idea 
whether they would or not. 

Q.—Does your company issue non- 
participating insurance ? A.—Yes 
sir. 

Q.—I should not pass from that 
just in that way; I want to know 
about your salary; what salary were 
you given when you became manager ? 
A.—$3,000. 

Q@.—And it has been increased from 
$2,250 to $3,000? A.—Yes. 

Q.—And then in 1899 it was $3,- 
6002 A.—yYes. 

Q.—1900, $4,000; 1901, $5,000; 
1902. $5,250 for two years; $5,750 
for 1904, $6,500 for 1905, and this 
year it is $6,500? A.—Yes. 

Q.—Besides that salary do you get 
‘any commissions? A.—wNo sir. 

@.—Are you entitled to commis- 
sions? A.—WNo sir. 

Q.—Your whole remuneration is in 
that salary? A.—Except as member 
of the Executive committee I am made 
a certain allowance; I am a member 
of the Executive Committee and I 
get an allowance the same as any 
other member of the Executive Com- 
mittee 

Q.—That is for attending meet- 
ings? A.—No, there is a salary paid. 
. Q.—You get the usual allowance 
that is shown by the schedule, that 
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goes to make up this lump sum I 
put inP A.—Yes. 

Q.—That would bring your whole 
remuneration each year to how 
much at the present time? A.— 
About $6,800 or $6,900. I think it 
is $300 I get as a member -of the 
Executive Committee, and then there 
were some special amounts which 
were paid extra, and my recollection 
is it was about $400; I would not 
be sure as to the dollars but it would 
be about that. 

Q.—All under $7,000? A.—Yes. 

Q.—Mr. Earl is Superintendent of 
Agencies? A.—Yes. 

Q.—What salary does he get? A. 
—$4,500. 

Q.—Does he get commissions be- 
sides? A.—wNo sir. 

Q.—None at all? A.—No, none 
at all. I might say that no officer 
of the company gets commission, no 
director or officer. 

Q.—T. R. Earl is in the list of 
agents? A.—Mr. Earl’s name ap- 
pears for certain large sums in com- 
mission account; that is simply due 
to the fact that his salary is charged 
to the commission account. 

Q.—It is a duplication of the same 
item? A.—Yes sir. 

Q.—There are no commissions 
paid to him at all? A.—wNo. 

Q.—Is Mr. Burrows the agent who 
got on the Board and had the honor 
of being a director for half an hour, 
still in. your employ? A.—Yes «sir. 

Q.—-What year was it he was a di- 
rector? A.—1891. 

Q.—Is he paid by salary or com- 
missions? A.—Commissions. 

Q.—Was his rate of commission 
increased at that time? A.—WNo sir. 

Q.—It seems to go from $6,487.85 
in 1891 to $8,239.55 in 1892—that 
would be the variation that would be 
due -to the business he wrote? A.— 
The natural growth of the business. 

Q.—I see there was a natural 
shrinkage about the same amount in 
a subsequent year, just the varia- 
tion in the business? A.—Yes. 

Q.—He would be writing insur- 
ance that vear?P 

MR. HOSKIN: He took a very 
large one in that year I think. 

MR. TILLEY: Q.—Has his rate 

of commission ever been increased? 
A.—I think it has. 
—Q.—Since then? A.—I am not 
sure about that, I do not think so; 
it has been lowered as a matter of 
fact. 
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Q.—Does he. pay much expenses 


out of this item that is debited for 
him nowP A.—Yes, he pays out- all 
of his expenditures. 

Q.—Sub-agentsP A.—Yes. 

Q.—Has he a district? A.—Yes. 

Q.—What district? A.—Hastings 
and Frontenac. 

Q.—And that is not all profit to 
him? ~. A.—About one-third is profit. 

Q.—The rest would be disbursed? 
A.—Yes. 

Q.—In the way of rebates? ‘A.— 
I cannot say that, I expect so, some 
of - it. 

Q.—Would it be fair to say one- 
half of that would be given out in 
rebates P A.—I cannot express an 
opinion as to that, I have no informs- 
tion at all; agents will not tell us 
when they rebate. 

JUDGE MacTAVISH: No know- 
ledge you mean? A.—No knowledge 
about it at all. 

Q.—Do the Toronto agents employ 
sub-agents? A.—Yes sir. 

MR, TILLEY: Many under them? 
A.—Yes, they must have three or 
four, perhaps half a dozen. 

Q.—Could you say what proportion 
of the amounts that are here for 
them remain with them? Ai—I 
might say just generally that about 
a month ago I issued a circular let- 
ter to our agents asking them to tell 
me what their net income was, and 
I found that in almost all cases it 
came about one-third, it came out re- 
markably close to one-third of their 
total income from the company. 

Q.—Are you applying to any par- 
ticular person, or those who have dis- 
tricts? A.—AIl of them, it came out 
remarkably close to one-third. 

Q.—Do you say you figured it up 
with some of your agents? A.—No, 
I merely sent a circular letter ask- 
ing them what their net income was. 


JUDGE MacTAVISH: To all your 
agents? A.—AIl the general agents. 

MR. TILLEY: Q.—Did you just 
put the further question, what be- 
comes of the balance? A.—No, I 
did not. 

Q.—Why not? A.—Well, we know 
that that is expenses, we know that 
that would be travelling expenses, sub- 
agents’ commissions. 

Q.—Not much travelling expense 
in the city? A.—Not in the city but 
outside. 

Q.—Where do you imagine the two- 
thirds goes? A.—It goes in expense 
of one kind or another. 
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Q.—And allowances that have tobe 
made to get business? A.—I suppose. 
MR. KENT: I suppose there is a 


‘good deal of wear and tear? 


MR. TILLEY: The company has 
been a large company for a good many 
years, has it not? A.—Yes, fairly 
large. .- 

Q.—And in the time of Mr. Hendrie 
and Mr. Bowman the joint expense 
of President and Manager was about 
$5,000? A.—I suppose that is right, 
you have the information there. 

Q.—There are your figures, the last 
year, 1897, it was a little more? A. 
—Mr. Bowman’s' remuneration in 
1897 was $2,153.90, and Mr. Hendrie’s 
salary would be $4,000, that would 
be $6,153.90. 

Q.—Now the expense of manage- 
ment in that direction is $5,250 to 
the President? A.—$5,241.88, and 
my own about $6,900 we will say. 

Q.—We will increase it $100 here 
and make it an even $7,000, and then 
I suppose there is a good deal extra 
to Vice-Presidents apparently? A.— 
No, I don’t think there is much 
change. 

Q.—Compare it? A.—In 1897 the 
Vice-President got $616. 

Q.—That is one; what did the 
other get? A.—Mr. 'l'aylor was first 
Vice-President, $663.90, and Mr. Mel- 
vin got $1,263.50. 


Q.—Part of that year he was Presi- 
dent? <A.—Yes. 

Q.—Take the year before? A.— 
$487. 

Q.—That would be about $1,100? 
A.—Yes. 


Q.—It is up now to about $13,000 
in respect of those items which would 
be the items paid to persons who 
are chiefly in the management of the 
company? A.—You refer now to the 
payment in 1905? 

Q.—Yes, not to all the directors, 
but to yourself, the President and: 
Vice-Presidents ? A.—Yes,  some- 
where around there. 


Q.—What is the occasion of that in- 
crease in your opinion? A.—I would 
like to point out that whereas in 1897 
the business in force was twenty-one 
and a half millions in round numbers 
it is to-day $44,197,000. 

Q.—That is it has about doubled? 
A.—Yes. The total assets in 1897 
were $3,730,000, and they are to-day 
$9,296,000, or nearly three times. 

Q.—But the members of the com- 
pany are not getting any better pro- 
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fits now are they than they did? A. 
—Yes, they are. 

().—They would be more in the 
gross? A.—yYes, and they are actu- 
ally more on the individual policies. 

Q.—It will be very useful for refer- 

ence later, and I will put in a state- 
ment showing the business of the 
company for the thirty years, bring- 
ing it down to the end of 1905. 
(Statement filed as exhibit 351.) 
That will indicate then to what ex- 
tent the assets under the control of 
the directors have increased in any 
given period? A.—Yes. 
_ Q.—And the increase in assets mean 
increase in responsibility and increase 
in time that must be devoted to it? 
A.—Yes. 

Q.—Does the Executive Committee 
deal with investments? A.—Yes. 

Q. And how do they proceed in 
dealing with loans in the Northwest, 
what routine do you go _ through 
briefly? A.—Would you like to know 
about the routine from beginning to 
end? | 
Q.—Not with too much detail, but 
just a general statement as to your 
method of getting your investments 
made and having the value— A.— 
We have agents in Manitoba and the 
West employed on commission. We 
have a branch manager in the City 
of Winnipeg. 

Q.—Are these loan agents or insur- 
ance agents? ‘A.—We have botly; 
you were speaking of loans, and all 
I say now is in connection with loans. 
These loan agents of course are paid 
cnly on each completed transaction, 
they are not on salary; the branch 
manager is a salaried officer, the loan 
agents send applications for loans 
to the branch manager who culls them 
out, that is to say he does not send 
us everything, because he knows what 
kind of loans we would accept and 
what kind we would not; he sends 
on what is worth while. The Presi- 
dent and I examine them when the 
applications are received, and to a 
certain extent act upon them. We 
also from long experience know about 
what the Board is going to do with 
every loan. Where there is any doubt 
about an individual loan we leave it 
over entirely for the Board. The 
President on his visits to Waterloo 
and I go over these loans and we ac- 
cept conditionally such loans as com- 
mend themselves to us; the accept- 
ance, however, is only carried so far 
that the transaction is only closed 
up to the point of paying the money; 
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that is no money is paid out until 
the Board meets. After these loans 
are then submitted to the first meet- 
ing of the Board, whether it is a 
Board or Executive, and final action 
taken thereon. As soon as the Board 
approves the money is paid, mean- 
while, however, in a great many cases 
the mortgage has been drawn and 
possibly registered, but in no instance 
is money paid until the Board actu- 
ally approves, that is the routine. 

Q.—And until the money is paid 
there is no obligation on the company 
to pay it? A.—No. 

Q.—The company could repudiate 
it up to the payment of the money? 
A.—Yes. 

Q.—And you find that system 
works? A.—Very well. 

Q.—Do you do most of your loan- 
ing in the Northwest? A.—No. 

Q.—You loan also throughout On- 
tario?P A.—Only in Western On- 
tario. 

Q.—Do you pay commissions on 
loans in Ontario? A.—Yes. 

Q.—Do you pay any commissions 
to your directors? A.—WNo sir. 

Q.—For getting any loans? A.— 
No. 

Q.—And never did? A.—No. 

MR. LANGMUIR: Who passes the 
title in the Northwest? A.—We 
have solicitors in the City of Winni- 
peg who pass the title there. 

MR. TILLEY: And then that is 
sete direct to the office here? A. 
—Yes. 

Q.—It does not pass through local 
solicitors here? A.—No, through the 
company’s solicitors in Winnipeg. 

MR. LANGMUIR: Have you in- 
spectorsP A.—Yes. 

Q.—That is the man who sends in 
the application from the local agent, 
is his application inspected or revised ? 
A.—Always. We have a resident In- 
spector at Brandon. He lives in 
Brandon because it is nearer to the 
centre of our business than Winni- 
peg, and he inspects all loans before 
money is paid and reports, and as a 
matter of fact keeps up a continuous 
report on all our business, that is he 
sees our properties continuously, as he 
goes in a section he makes a report 
and sends it in. 

Q.—To see they are not getting into 
arrears; have you annual re-payments 
of principal? A.—Almost always. 

Q.—Do you exact them? A.—We 
do in the City of Winnipeg, we insist 
upon them there, but in the country 


1748 ROYAL COMMISSION ON 


54th day, July 12, 1906. 


we do not, we exercise our judgment 
in regard to loans or where for ex- 
ample a loan is 80 per cent. of the 
value of the farm we would not exact 
it. 

Q.—Have you arrears of interest of 
very much at present? A.—Very 
little; our experience in the West has 
been very satisfactory. 

Q.—How does the average rate ob- 
tained there compare with your aver- 
age rate here? A.—We receive fully 
one and a half per cent. higher in- 
terest there than here. 


Q.—I. see you have four and a 
quarter millions of mortgages out, 
how much of that is in the North- 
west ? A.—I can give the exact 
figures; at the end of 1905 we had in 
Manitoba $932,000 in round numbers, 
in Winnipeg, $746,000; in the terri- 
tories $235,000, and the balance is in 
Ontario, $2,350,000. 

Q.—Very nearly half in the North- 
west? A.—A little under two millions 
in the West. 


MR. TILLEY: Exhibit 352 shows 
that the average rate earned in 1891 
was 6.17, and then it runs this way 
down to 1905; commencing with 6.17, 
6.14, 5.94, 6.01, 5.21, 5.61, 5.04, 5.30, 
5.16, 5.03, 5.04, 5.18, 5.15, 5.21, 5.24, 
so that your’ average rate has never 
got below 5 per cent.? A.—No sir. 

Q.—Were you one of the Insurance 
Managers that thought the rate of 
interest on which the reserve was com- 
puted should be lowered because of 
the general decline in interest? A.— 
Yes, to a certain extent. 


Q.—Did you anticipate that your 
interest would creep up to the figure 
it has at that time? A.—WNo sir. 


Q.—It has been a return to rates 
you hardly jexpected? A.—Hardly 
expected. 

Q.—Another statment that has been 
supplied to us which is very interest- 
ing is one as to the receipts of the 
company, dividing the receipts into 
different headings for the years 1901 
to 1905; that of course you would 
verify as being a correct statement? 
A.—Yes. 

Statement dividing receipts of com- 
pany marked as exhibit 353. 

Q.—It shows the growth of different 
items, some of which we have referred 
to already, regarding salaries and di- 
rectors’ fees and so on— 


MR. LANGMUIR: Have you left 
the investment business? 

MR. TILLEY: There is not much 
to say about the investments. 
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MR. LANGMUIR: I see you have 
about ten million in hand, have you 
a difficulty in finding investments for 
all your money? A.—Not now. 


Q.—Under clause 50? A.—No. 


Q.—Are you in favor of extending 
the scope of investment as some of the 
companies have asked for? A.—To a 
certain extent, yes. 


Q.—What do you want you have nov 
got? A.—That point, I think per- 
haps I may stand alone, but never- 
theless I have my views, and I state 
them briefly. 


Q.—Do you want to go down to 
Mexico, Brazil, South America and 
these places? A.—No sir; so far as 
clause 50 of the Act is concerned I 
would suggest that permission to in- 
vest in stocks be cut out completely, 
I think it is a mistake to allow a life 
insurance company to go into stocks 
of any kind, but while saying that T 
do not wish to be misunderstood; T 
am not saying there are not good 
stocks, there are good stocks. 


MR. TILLEY: If they go up? A. 
—-Yes, but I think that portion of 
clause 50 should be out altogether. 
As te the remaining portion of that 
sectior. I think the powers of a com- 
pany should be somewhat increased, 
enlarged, not in regard to the par- 
ticular bonds or other investments 
which they may make but rather as 
to the scope or territory or country 
in which they may make them. I 
mean this, at present the Act allows 
companies transacting business in the 
United States for example, to invest 
its funds up to the reserve upon that 
business plus ten per cent. Our 
company transacts no business in the 
United States, therefore we may make 
no such investments except in the 
public debentures in any one of the 
States or of the Government of the 
United States. We all know that 
the rate of interest on such securi- 
ties is so low that we could not invest 
in them; but I see no reason why our 
company should not be allowed to 
extend its investment powers to the 
United States to a certain extent in 
the purchase of municipal securities 
and what might be called public ser- 
vice bonds, waterworks, electric 
lighting and such other bonds as are 
mentioned in clause 50. 

MR. LANGMUIR: Bonds. not 
stocks? A.—Bonds. not stocks, no 
stock whatever: I think stocks should 
be cut out completely. 
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MR. GEARY: 
stocks? A.—Yes. 

MR. TILLEY: You think there 
should be power to invest in some of 
the foreign public securities even 
though you are not carrying on busi- 
ness abroad? A.—That is the idea. 

Q.—You are not carrying on busi- 
ness now in the United States at all? 
A.—No sir. ) 

Q.—And that being the case you 
are not allowed to invest in any 
American — securities? A.—Except 
the bonds of any individual States, 
such as the State of New York. 

MR. LANGMUIR: Of the State 
itself? A.—Yes, or of the Govern- 
ment of the United States, that is 
as I read the Act. 

MR. TILLEY: You think you have 
the right to invest in those even al- 
though you are not doing business 
there? A.—I think so. 

Q.—That is the statement you de- 
sire to make about that? A.—Yes. 

MR. MELVIN: So far as I am 
concerned I am not in favor of any- 
thing of the kind. Mr. Wegenast 
and I always differ on that point. 

MR. TILLEY: That is the position 
you took at the annual meeting? 


MR. MELVIN: If I had my way 
I would prohibit any money belong- 
ing to the policyholders in Canada 
being invested anywhere else than in 
our own country. Le thinke and, 1 
hope that for many years to come 
the developments made in our own 
country will be such that they will 
require and will utilize every dollar 
of funds we have ourselves without 
lending it to our neighbors. 


MR. TILLEY: Q.—The office sal- 
aries have increased in amounts con- 
siderably? A.—So has the staff. 

Q.—I suppose that would be due 
to some extent to a larger volume of 
business? A.—Yes, entirely. 

Q.—And not to extravagant sal- 
aries? © A.—No, I don’t think there 
is an extravagant salary in our office, 
and if I may be pardoned for saying 
so, commencing with myself down. 

MR. KENT: We have not yet had 
a witness that acknowledged his sal- 
ary was extravagant. 

MR. TILLEY: The salaries in- 
creased from $14,770 in 1891 to $28.,- 
422.63 in 1905: do you know to what 
extent the staff has been increased in 
that time in number? A.—I think 
i+ has been multiplied by three. 

Q.—During that time? A:—Yes. 


Including bonus 
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Q.—The salaries are not multiplied 
by three? A.—Yes, but moanwhile 
certain positions in the office have 
become far more important, and the 
persons holding these positions were 
entitled to an increase in salary. 


Q.—You say the staff has multi- 
plied by three; I was pointing out 
the salaries were not multiplied by 
three? A.—That bears out what I 
said. 

Q.—That must come hard on the 
ones who are getting the four, five 
or six hundred and the thousand dol- 
lars; perhaps they are not getting 
all they are entitled to? A.—Per- 
haps not, it is a matter the Board 
deals with entirely, I’ must disclaim 
the responsibility for salary. 

Q.—The profits allocated. to. policy- 
helders in this list have increased 
from $56,468.57 in 1891 to $70,218.61 
in 1895; $74,714.86 in 1900; and 
$78,617.13 in 1905. | 

Q.—Is that right? A.—Yes. 

Q.—Of course the premium income 
has increased largely in that time 
from $457,753.98 in 1891 up to 
$1,542,969.56 in 1905, so that the 
dividends that have been paid to 
policyholders have not increased in 
proportion to the premium _ these 
policyholders have paid? A.—They 
could not, because all policies issued 
within that time have not yet re- 
ceived their dividend. 


Q.—You do not include in this 
statement dividends for deferred di- 
vidend policies? §a.—No sir. 

Q.—Do you set apart any sum for 
those? A.—Yes. 

Q.—Do you allow that fund inter- 
estr A.—Yes. 

Q.—And credit it to it how often? 
A.—Well, no, we do not, the inten- 
tion is to credit the interest at the 
end of the distribution period. 

Q. Why should not it be credited 
as the interest is earned? A.—I 
don’t see any reason why particularly 
when it will be done at the end of 
the distribution period in any event. 

Q.—Would not the result of that 
be to set apart and take out of what 
is looked upon as the surplus of the 
company the proper amount of in- 
terest for that fund which it is earn- 


ing? A.—Allowance is made for 
that. 
Q.—How? A.—We estimate the 


amount of interest required to ac- 
cumulate these dividends on. 
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' Q.—Why not actually set it apart? 
A.—We have never done it. 
-Q.—Do you credit lapses on these 
deferred dividend policies as they go 
along? A.—No sir, we keep a re- 
cord of them. 

Q.—Why not credit those? A— 
As I say the practice of the company 
has been to merely credit the divi- 
dends leaving the adjustment of the 
lapses, the share of lapses to each 
policy, the credit of interest to the 
end of the time. 

Q.—That is not quite the proper 
way to do it, is it? A.—I think 
so, I think it is just as proper as 
any— 

Q.—I am not saying it is done in- 
tentionally improperly, because some 
do not go as far as you do in that re- 
gard? §A.—The practice varies. 

Q.—Would not it be more exact 
to give that fund its interest every 
year? aA.—No, it will result in ex- 
actly the same thing. 


Q.—Except you have the interest 
that that fund has earned credited 
and it is allocated and taken out of 
your other moneys? A.—Yes, it is 
a mere matter of book-keeping the 
result will be precisely the same. 

Q.—So long as you have the money 
there? A.—We see to that. 


Q—If the money is there why not 
credit it? A.—As I say it is our view 
of the matter, that we propose doing 
that at the end of the term, and we 
think the same result will accrue. 


MR. KENT: It now appears in 
your general surplus instead of ap- 
pearing in a separate account? A.— 
It is in the general surplus. 

Q.—How long have you been issuing 
deferred. dividend policies? A,— 
since 1891. 

Q.—Prior to that you did not issue 
them? A.—No sir. 

Q.—Had you any other form of pol- 
icy that was somewhat similar at that 
time? A.—We had a policy resem- 
bling this in one or two respects known 
as a reserve endowment, that is the 
dividends accumulated in the hands 
of the company only instead of paying 
them out they remained in the hands 
of the company and accumulated, and 
were never subject to forfeiture, were 
paid out either at maturity of the 
policy, or at death, or at surrender, in 
other words the dividend simply re- 
mained in our hands and was paid 
out either on surrender at death or 
in case of an endowment when the 
policy matures. 
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Q.—They did not go to shorten the 
term of the endowment? A. Yes, it 
shortened the term of the endowment. 

Q.—One thing I omitted, you have 
a considerable investment in Toronto 
Railway bonds? A.—Yes sir. 

Q.—Tell me what amount you have? 
A.—Par value $137,733,32. 
series you not sold any? ~A.— 

oO. 

Q.—That is the most you have held? 
A.—Yes sir. 

Q.—Take a bond like that, what 
routine would you go through in com- 
ing to a conclusion whether you would 
purchase it or wet? A.—We made 
very exhaustive enquiries into the 
company’s financial statement, the 
terms upon which it acquired the pro- 
perty trom the city, the amount paid 
for it, the amount of bonds outstand- 
ing, the improvements made on the 
road, the bond issue limited under its 
charter, and generally the terms and 
conditions as set out in the charter. 

Q.—Did you obtain that sort of in- 
formation, or were the bonds bought 
on the general knowledge of the direc- 
tors as to the security? A.—No, we 
had that actual information in our 
possession at the time. 

Q.—And you considered that infor- 
mation and decide that they were a 
good security to buy? A.—Yes sir. 

Q.—Do you know how widely they 
are held? A.—The distribution of the 
bonds? 

Q:—Yes? A.—I only know of one 
life company in Toronto that holds in 
excess of $800,000; I don’t know where 
the others are. 

Q.—How long did they run? A.— 
seat) terminate with the franchise in 
1921. 

Q.—AIll of them? A.—No. 

Q.—Are not some of them redeem- 
able before? A.—Five per cent., the 
company by its charter must redeem 
five per cent. of the bonds yearly from 
1911 to 1921, so that by 1921 fifty per 
cent. of the bonds will have been re- 
tired. 

Q.—And one-half of it to repay 
then ? A.—Yes; we consider the 
Toronto Railway bonds gilt edged. 

Q.—What transactions have you had 
in Springbank Irrigation Debentures? 
A.—We purchased a block of Spring- 
bank Irrigation Debentures perhaps 
five years ago amounting to a par 
value of $10,000. The Springbank 
Irrigation district is situated in the 
vicinity of the city of Calgary, it 
covers a considerable district, and I 
cannot tell you how many acres just 
now, but the lands contiguous to the 
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irrigation scheme are said to be very 
valuable. The district formed itseit 
into an irrjgation district under one 
of the Acts of the Territories provided 
for that purpose, and proceeded to 
construct this irrigation ditch, and 
issued debentures for $30,000. After 
the ditch was partially constructed 
the district was fortunately favored 
with a great amount of moisture, and 
they did not require the ditch. Then 
the district decided to withdraw or 
to discontinue the ditch, and wanted 
to get out of the bargain. The Ter- 
ritorial Government stepped in and 
said ‘‘You must finish this ditch and 
go on with it,’’ and practically com- 
pelled them to finish it. In that way 
a dispute arose between the district 
and the Government, meanwhile these 
bonds were sold by the District, we 
bought ourselves directly from the 
district, and they paid the first few 
coupons on them. 


Q.—How long ago was that? A.— 
The Treasurer says about two years’ 
coupons were paid and two and a half 
years are in default. , 


Q.—What is the present position of 
matters? A.—The bond-holders as 
soon as default occurred got into com- 
munication with each other and they 
appointed our company to act for 
them as far as correspondence was 
concerned, and we appointed solicitors 
in Calgary to look after our interests. 
The solicitors have been in communi- 
cation with the irrigation district, and 
have been endeavoring to collect the 
money, but so far they have not suc- 
ceeded. Under their advice action 
to apply the remedies to make the 
money, or rather to make them levy 
assessments upon the lands benefited 
in order to pay the coupons, instead of 
that under their advice we allowed 
it to drift along because of the dis- 
putes between the district and the 
Government. The district think the 
Government is going to come to their 
rescue. The Government— 

Q.—Did they come? A.—Did not say 
so certainly but they led them to ex- 
pect they would, and it is_ really 
in that position at the present mo- 
ment; the Government of Alberta has 
at this very moment the matter under 
consideration, and we shall know in 
a day or two whether they intend to 
come to the rescue of the district. If 
they won’t then it has been decided 
by the bond-holders to institute pro- 
ceedings to compel the levying of the 
rate to pay the coupons. | 
~Q.—Is there danger of loss in that? 
A:—No: 
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Q.—Down to this time you have not 
cen ated any «loss .an, that?,. A.— 

O. 

Q.—Whom did you come to buy 
those through? A.—Through our 
agent in the city of Calgary. 

Q.—Who is he? A.—K. C. Cran- 
dall; he is our insurance agent. 

Q.—How did he come to get you 
to buy them? A.—He knew the officer 
of the Irrigation district and I think 
they came to him to place some of 
the bonds and he merely placed the 
facts before us and we got an opinion 
from Lougheed & Bennett the solici- 
tors for the district, as well as our 
own solicctors, and he got no commis- 
sion on the transaction; he merely 
acted as go-between the district and 
the company; we paid him nothing. 

Q.—The company paid him nothing ? 
A.—No. 

Q.—What rate of interest are they 
supposed to bear? A.—Five per cent. 
We gave them a small bonus on them. 

Q.—You paid them a premium? 
A.—Yes. 

Q.—Is that the sort of investment 
you would make again? A.—Not 
exactly that kind, not because the 
security is not all right but the form- 
ality to be observed in bringing the 
law to bear— 

Q.—Requires too much attention * 
A.— Yes. 

Q.—The means of realizing are too 
roundabout? A.—Too cumbrous. 

Q.—Has your company had large 
mortgages on real estate in the past 
years? A.—Yes. 

Q.—Did they ever get pretty well 
tied up in real estate? A.—Yes, 
our company had large mortgages in 
the city of Toronto and unfortunate- 
ly got caught there when the boom 
burst and as a result a large number 
of properties fell into our hands. 

Q.—You are going to put this on 

Toronto? A.—Yes, I may say that 
outside of our foreclosures in Toronto 
our. foreclosures do not amount to 
scarcely anything. 
- Q.—Tell us the situation of mat- 
‘ors with regard to that? A.—We 
held about 30 different properties in 
Toronto. We appointed a man on 
solary to take care of them. 

Q.—Will vou tell me the means vou 
adopted in your loans in Toronto to 
place those loans at that time when 
thev were placed, how did von do it? 
A.—The same means we did prior 
to that time and have since followed. 
that is to say we have agents there 
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who send applications in, and we ap- 
point valuators. 

Q.—And you give a commission? 
A.—Yes. 

Q.—And then you would have an 
entirely different man make the valu- 
ation? A.—Always. 

Q.—That was your rule before? A. 
—Yes. 

Q.—And has been since? <A.—Yes, 
and when those properties fell into 
our hands we found it necessary to 
appoint a man to look after them, 
collect rents and to see to repairs 
and so on, and we nursed them along 
for a number of years, we sold them 
one by one until sow they: are all 
sold, we have not a single property 
in Toronto, and as a matter of fact 
the only real estate we have on hand 
to-day is the head office of the com- 
pany and a small block of land in 
British Columbia which fell into our 
hands for a debt; that is all the real 
estate we have; we sold all the rest 
of it. 

Q.—How did you come outP A. 
—We came out with a surplus of 
$4,720. 

Q.—Is that after charging up all 
interest against the property? A.— 
No, we did not take the interest. 

Q.—When did you stop the prin- 
cipal? A.—Immediately when the 
default occurred. 

Q.—From that time when the mort- 
gage was in default until the time 
when you would make a sale there 
was no interest charged against that 
fund? A.—No. 

Q.—Can you say what amount you 
lost with respect to that item of in- 
terest? A.—I could not say. 

Q.—You say there was a surplus 
of over $4,000, but then there was 
considerable loss? A.—Yes, there 
would be the loss through interest. 

Q.—How much? A.—I cannot say, 
T don’t know. 


Q.—Still you. can put it in the 


thousands? A.—It might be five or 
ten thousand dollars. 
Q.—Not more? A.—I don’t think 


so. These properties were all rent- 
producing properties, none of them 
were vacant, and the rent went into 
our revenue for the current year. 

Q.—You had an agent there man- 
aging them and getting the rents out 
of the property, getting interest in 
that way such as you could? A.— 
Yes. J 

().—You did not charge up interest 
against the loan? A.—No. 
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Q.—Would the rents you would re- 
ceive be taken into the account which 
makes the $4,000? A.—No, that 
simply takes in the sale price com- 
pared with the amount at the time 
the default occurred. 

Q.—Your interest was not all lost? 
A.—No, there was that offset revenue 
from rent against the interest. 

Q.—Have you never made up a 
statement to show how you came out 
with regard to thatP A.—Only the 
statement showing the individual pro- 
fits, the losses from individual pro- 
perties, simply taking the value of 
the property at the time of fore- 
closure and the price realized. 

Q.—I see references in the minutes 
to a certain amount to be carried in- 
to real estate, that is when you would 
take a foreclosure or take over the 
property, and rather an indication 
that the principal was carried but 
interest dropped? A.—The interest 
was dropped. 

Q.—Sometimes amounting to a few 
thousand dollarsP A.—It might in 
some cases I suppose. 

Q.—How much did your loans 
amount to, you told me the number 
of them, about how much did they 
amount to?P 

MR. HOSKIN: About $200,000 I 
should say. 

MR. TILLEY: Had you any seri- 
ous loss in real estate in any other 
part of Canada? A.—Nowhere. 

Q.—Your other investments have 
been satisfactory in that regard? A. 
—Always satisfactory. 

Q.—And your trouble with the pro- 
perty in Toronto was the result of 
the depression is the real estate 
values in Toronto? A.—Yes, the 
bursting of the boom. 

Q.—I suppose that does not change 
your view as to the wisdom of mak- 
ing the real estate loans, they are a 
good security in your opinion? A.— 
Yes. 

Q.—You have to have some risk 
in every security? A.—Yes. 

Q.—This is the profit and loss state- 
ment? A.—Yes. (Profit and loss 
statement filed as exhibit 354.> 

Q.—The loadings on your first year 
premiums amounted to $33,174.25? 
A.—Yes sir. 

Q.—And your net expected death 
losses in the year 1905 in respect of 
policies issued in that year were 
$24,393.97, and your net actual death 
losses in that year in respect of such 
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policies were $26,414, that is the ac- 
tual death losses exceeded the ex- 
pected death losses for the new busi- 
ness of 1905 by $2,020.03, making the 
total margins $31,154.22? A.—Yes. 

Q.—And the expenses $178,083.15, 
or a loss with respect to that first 
year business of $146,928.93. That 
condition with respect to the death 
rate in that first year is not at all 
normal? A.—No, that is abnormal. 

Q.—That would be due to having a 
run of bad luck in the 1905 business, 
by having excessive death loss, which 
might happen at any time? A.— 
Yes, we have one case of graveyard 
insurance of $10,000 included in that. 

Q.—What is that graveyard insur- 
ance? A.—It is insuring a man who 
is at the point of death, by fraudu- 
lent means. 

Q.—That is a risk that is open to 
every company at some time in its 
career, to have an excessive death 
loss in a particular year? A.—Yes. 

Q.—What might you reasonably ex- 
pect your death loss to be in 1905? 
A.—Normal, as a percentage less than 
50 per cent. 

Q.—Of the expected? A.—Yes. 

Q.—Supposing you would say $10,- 
0002 A.—Yes, that would be about 
normal. 

Q.—So that there was an increase 
over what would be regarded as nor- 
mal of $16,000 about in your death 
loss in that year? <A.—Yes. 

Q.—Was the graveyard case one 
where the doctor had made a slip? 
A.—I don’t think he made a slip; I 
think—I speak advisedly now—I 
think he deceived us. 

Q.—You think there was no neg- 
lect in the way the inspection was 
made? A.—No, I think it was a 
straight case of deceiving the com- 


pany. 

MR. LANGMUIR: Was there any 
collusion? A.—I think so. 

MR. TILLEY: That is your suspi- 
cion and belief? A.—Yes. 

Q.—Do you mean collusion with the 
doctor ? A.—Collusion between the 
doctor, the local agent and certain 
other persons. 

Q.—Unnamed? A.—Yes. 

Q.—We have the ones connected 
with the company anyway? A.—Yes. 

Q.—Then it is possible, is it, to get 
such matters past the Medical Ref- 
eree? A.—When the medical exam- 
iner will deliberately falsify his re- 
port there is no means to ascertain 
that in the head office. 
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Q.—That is one of the risks of your 
business? A.—Yes, that is one of 
the risks, except that the agent is 
required to make a report. 

Q.—You expect to have the double 
check on your agent and doctor? A. 
— Yes. 

(.—And sometimes if one is prob- 
ably not honest with you the other 
checks him? A.—Yes. 

Q.—But in this case you think you 
were deceived by both? A.—I want 
to just say this, that in that particu- 
lar case the local agent was not a 
regular agent of the company, and the 
business came through a_ general 
agency 200 miles away from where 
the application was taken, and the 
general agent it appears had no know- 
ledge of the risk. 

Q.—And is it fair to say it would 
be one of the. cases where a man 
brought along insurance and wanted 
a commission, not in your employ 
regularly? A.—Yes. 

Q.—That is a common practice? A. 
—Yes, I think it is, what we call 
brokerage business. 

Q.—Just because a man introduces 
a person that takes out insurance it 
has got now that he wants some 
recognition? A.—Yes. 

MR. LANGMUIR: Did the applica- 
tion show he had been refused in- 
surance before? A.—No sir. 

Q.—That was silenty A.—Yes. 

MR. TILLEY: Q.—The circum- 
stances that it came to you in that 
way, would not that put you on your 
guard? A.—In respect of future 


' similar cases? 


Q.—No, in that particular case here 
is a man who is bringing in an appli- 
cation and your regular agent has 
never seen the man, or not being a 
party to it, would not you always 
insist that some agent of yours should 
be a party to the transaction? A.— 
Yes, and enquiry along that line was 
made by the medical director both 
with regard to the ability and pro- 
fessional standing of the medical ex- 
aminer, who he was assured was first- 
class in all respects and I think also 
in regard to the man by means 
through the agent inquiry was made 
in that regard also; I am positive in- 
quiry was made with regard to the 
examiner at all events. 

Q.—That is to say your general 
agent made such inquiry as he could 
from the circumstances? A.—Yes. 

Q.—And checked it as far as he 
could? A.—Yes. 
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(Q.—You would not attach any 
blame to him in that regard? - A.— 
No sir. 

Q.—Is it not the fact that if a 
man walks into an insurance office 
and asks for insurance himself that 
he is regarded with a great deal of 
suspicion, and it would be pretty 
hard for him to get a policy? A.— 
No, I cannot say we would regard him 
with suspicion at all. 

Q.—You would take a little extra 
a te about a man like that? A. 
—Yes., 

Q.—The pressure has got so strong 
now that it is unheard of, of a man 
being loose long enough to really get 
to need a policy? A.—That is so. 

Q.—You regard it as probably a 
man who expects that his policy may 
become a claim pretty soon? A.—We 
might have suspicion along that line. 


Q.—If you had such a case as that 
you would not let a man 200 miles 
away from your agent’s head office 
go to a doctor himself and get a cer- 
tificate and send it to you, and then 
issue a policy on that? A.—No. 


Q.—What check have you by some 
man who is really not an agent of 
your company—don’t you think the 
insurance companies are going too far 
in recognizing these brokerage men 
who are simply running around get- 
ting a commisssion? A.—As a tmat- 
ter of fact we do not encourage brok- 
erage business; the company discour- 
ages brokerage business for that rea- 
son. 

Q.—Brokerage business does not 
come to your head office? A.—No. 


Q.—You don’t know how much you 
get? A.—No, except what our 
agents tell us. The brokerage busi- 
ness is largely confined to the cities, 
to the larger cities, Toronto, Montreal 
and so one, and I can only speak 
from the knowledge acquired through 
our general agents in the cities. 

Q.—And the result of your inquir- 
ies is there are not many applica- 
tions that come in that way? A.—No. 

Q.—Do you think the companies 
are not going too far in recognizing 
these floating men instead of having 
regular agents—any man at the pre- 
sent day that knows of some person 
that wants to get insurance can get 
a commission on it? A.—Practically 
T think. The company in its in- 
structions to agents discourages brok- 
erage business. To what extent busi- 
ness is actually secured through brok- 
ers IT am not able to say, because the 
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brokers do not come in contact with 
the company. 

Q.—It has got to be—I think the 
public know that pretty well now— 
it has got to that condition of affairs 
that brokers can get a policy placed 
in any company although they are 
not regularly appointed agents, in 
fact a man can be his own broker 
and get a commission on his own poli- 
cy, call it rebate or not as you 
please? A.—Yes, generally speaking 
that is true. 

Q.—So long as the company gets 
the policy at what it usually receives 
through its own agents it is satisfied ? 
A.—Yes. 

Q.—Is not that developing just that 
careless sort of business that may let 
a company in for a $10,000 graveyard 
case, as you describe it, at any time? 
A.—Well, of course, a broker does 
not feel himself as closely identified 
with the company in which he places 
the business as the regular agent. 

Q.—He has not the same moral ob- 
ligation? A.—No. 

Q.—Not only that, but is not the 
broker usually some person who is out 
of another office temporarily or al- 
most permanently? A.—Yes, many 
are. 

Q.—They are rather shiftless, not 
a very trustworthy class? A.—I 
would not say that, I could not say 
that. I think brokers generally speak- 
ing are men who. do a little life in- 
surance and ag little fire insurance 
and agency business of one kind and 
another, but as to their moral char- 
acter I would not go so far as you 
suggest. 

Q.—If they are good substantial 
agents looking out for the interests 
of the company, they are attached to 
same company? A.—No, not always. 

Q.—Still there is a greater chance 
of that at any rate? A.—There. is 
that, there is no douht. 

Q.—A floating class of agent that 
is perhaps in the business to-day and 
ovt of it to-morrow? A.—Yes. 

Q.—If that item was $10,000 instead 
of $26,414—T do not think it is quite 
fair to treat it as $26,414? A.—No. 

Q.—Was the claim disputed? A.— 
It was disputed. 

Q.—But paid? A.—That claim has 
not been formally made upon the 
company and it is not expected that 
there will be a claim made upon the 
company. 

Q.—This that yon have’ shown here 
for death loss may not occur then? A. 


« 


INSURANCE, — 1755 


SESSIONAL PAPER. No. 66 
54th day, July 12, 1906. 


—No, we are in the meantime call- 
ing it a liability. 

().—You are obliged in the way you 
make your return to treat that as a 
liability at the present time? A.— 
Yes. 

Q.—And you are including it as a 
liability, if there is any doubt the 
doubt is in your favor now, because 
you have put it in as a liability 
here? A.—Yes. 

Q.—That claim is $10,000? A.— 
Yes. 

Q.—Was there anything special to 
account for the other $6,000? A.—It 


just so happened, possibly accidental - 


deaths. 
Q.—No special case? A.—No. 
Q.—If that item were $10,000 in- 
stead of $26,000, it would make your 
expenses in regard to first year busi- 
ness about 300 per cent. over your 
margins for the first year business? 
A.—Yes, and in that connection I wish 
to point out that the loadings 


Q.—The way it stands now in the 
profit and loss statement it is about 
470 per cent.? A.—yYes. I wish to 
point out this that the loadings were 
ascertained upon a three per cent. net 
premium basis; now, that means that 
the net premium is higher than the 
net premium on a 34 per cent. basis, 
which is the Government standard; 
the lower the rate of interest the 
higher the net premium is, and con- 
sequently the smaller the margin for 
loading. We value our new business 
on 8 per cent. basis, consequently the 
loadings were ascertained on that 
basis, and for that reason the load- 
ings are some $12,600 less than they 
would be if they had been ascertained 
upon the Government standard, which 
would have the effect of reducing the 
excess of cost over margins very con- 
siderably, and thus reduce the per- 
centage you speak of. : 3 

Q.—Why did you compute your pre- 
mium on the lower rate of interest? 
A.—The premium as a matter of fact, 
was computed on 3% per cent., the 
premium itself, that is the premtum 
we charge the policyholders- 

Q.—But you say this item of loading 
here by reason of the higher net pre- 
mium is smaller in your case than it 
need be? A.—Than it would be if 
we used 3} per cent. 

Q.—You are using 3 per cent.? A. 
—Yes, in our valuation. 

Q.—That applies to business since 
1900? © A.—1903. 

Q.—You did not make the change 
till 1903, you had it 33 per cent. to 
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1903? A.—No, 4 per cent. to 1909, 
3% per cent, from 1900 to 1903, end 
3 per cent. after that. 
Q.—Many companies are on tris 3 
per cent. basis now? A.—Yes. 
Q.—So that what applies to you ap- 
plies to many Canadian companies? 
A.—Not many Canadian compani:s; I 
thought when you said you meant 
American and other companies. 
Q.—Yes? A.—No, there are <ever- 
al Canadian companies but not many. 
Q.—You have, of course, had many 
years behind you now in the history 
of the Mutual Life? A.—36 years. © 


Q.—And you have got a large re- 
newal income? A.—yYes. 


Q.—From premiums? A.—Yes, 


Q.—And the renewal income is what 
assists in bringing down the general 
cost of business, is it not? A.—Yus, 
that is the ratio of the expense io the 
income. 

Q.—What is your ratio of expense 
to income? A.—17.8. 


Q.—Don’t you think that your new 
business is costing you too much when 
it is 300 per cent. of your margins 
for ‘tthe first year? A.—Speaking 
now without regard to other companies 
I will tell you frankly it is costing 
too much, that is we say that to our 
policyholders in our annual report. In 
relation to the similar expenses of 
other companies it is not too much; I 
mean to say it bears a favorable com- 
parison with other companies. 


Q.—You of course have a very large 
and well equipped field staff now? A. 
—Yes. 

Q.—And I suppose with younger 
companies that is a very great diffi- 
culty in getting the field staff estab- 
lished at anything like moderate costs ? 
A,—Yes. 

().—You have not that difficulty to 
mieet at all now, at least you are as far 
past it as you can ever be? A.—Not 
quite. , 

Q.—Why? A.—Because only recent- 
ly there were some portions of the 
West we had not properly organized. 


Q.—Still you cover Canada as com- 
pletely as any other company? A.— 
Just now, yes, but within two or three 
years we still had some new territory 
to organize that was not-thoroughly 
organized. 

Q.—What is the cause of that large 
cost as compared with the margins 
you ‘have for expenses in that year? 
A.—-The agency expense for securing 
business. 
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Q.—What item do you think should 
be the one that you should aim to 
bring down, is it the commission paid 
to the agents? A.—That would be one. 

Q.—Do you think the commissions 
should be on a lower basis? A.—Under 
existing conditions. they could not be 
reduced. 

Q.—Why not? A.—Because compe- 
tition governs that to a large extent. 

Q.—What would that result in sup- 
posing you did? A.—It would result 
in the loss of agents. 

vad loss of some business? A. 
—Yes. 

Q.—Would that be an unmixed evil 
in a company the size of yours? A. 
Well, the prime object of the company 
is of course to secure as many policy- 
holders as possible within reason. 

Q.—Then the whole thing depends 
on the ‘“‘within reason ?’? A.—Perhaps. 


Q.—You have a very strenuous Sup- 
erintendent of Agents, have you not? 
A.—I do not know what his reputa- 
tion is outside of our company, we 
think very highly of him. 

Q.—We have listened to his annual 
reports? A.—Yes, he is very accurate. 

Q.—In no year you ever fall below 
the previous year? A.—TI think not, 
but if you will allow me just to take 
a look I think we have increased our 
new business steadily, at all events 
since I became manager. 

Q.—Do you think it would be any 
great calamity if the Mutual Life did 
not write quite as much business this 
year as last year? A.—It would be no 
calamity. 

Q.—Supposing it fell considerably 
below, there would be no real injury 
to the company? A.—What do you 
mean by considerably ? 

Q.—What business did you write 
last year? A.—$6,100,000. 

Q.—How long ago was it five mil- 
lions? A.—About two years ago. 

Q.—How long was it four millions? 
A.—Perhaps two years previous to 
that. 

Q.—It has been going up very rap- 
idi, 2? A.—Half a million’ a year in- 
crease. 

Q.—Would it not have been in the 
interests of the policyholders if you 
had been satisfied to temper that off 
and leave it the same some of those 
years of strenuous competition? A. 
—No, I think not. » 

Q.—Why not? A.—For this rea- 
son; the managment of a company is 
supposed to keep the company pro- 
minently before the public and to 
keep its place in relation to other 
companies; what I mean by that is 
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this if the management for example 
were satisfied last year with three 
millions of business and other com- 
panies of equal size to ours would 
g2 on and write double that our -pol- 
icyholders I think would very pro- 
bably charge us with being negligent 
or being inactive or not doing what 
the company should reasonably do in 
that regard. 

Q.—If every company tries to write 
half a million dollars more business 
each year than the year before, and 
every company is trying to do that, 
we have only started the trouble 
about rebates and commissions and 
bonuses? A.—I have not said that 
we started out with the very express 
object of increasing it half a million 
dollars a year; I said we did increase 
it half a million. 

Q.—As a matter of fact the com- 
panies do aim at certain increases 
during the year, do they not, and 
they drum the agents up a bit as 
they see they are getting a little too 
late on, or it would be not to hurry 
along the applications if they are 
coming to that mark—you do control 
that? A.—You must do that. 

Q.—You do do it? <A.—Yes. 


Q.—So that when you say you put 
half a million dollars more business 
on the books last year than the year 
before and so on for some years back 
you accomplish what you set out to 
do? A.—I don’t know that we set 
out to increase it by half a million, 
I think the business simply resulted 
in that increase. 

Q.—Is the effort to keep the busi- 
ness up and write additional busi- 
ness popular with the agents who 
write the business or unpopular? A. 
—It depends upon the agent; with 
some it is unpopular, with others it 
is very popular. ‘Ihe man who gets 
business regards it as popular, the 
man who cannot get it thinks it is 
very unpopular. 

Q.—Why does he think it is un- 
popular, what is visited upon him 
that. makes it unpopular? A.—The 
Superintendent of Agencies probably 
visits him. 

Q.—And each agent is urged and 
a little lashed into getting additional 
business, increasing it each year? A. 
—No, I cannot say it is so strong 
as that. 

Q.—It is a thing that the agents 
resent?» A.—Not all of them. 

Q.—I would almost gather that 
from the discussion at the annual 
meeting, that the agents do not like 
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it, was not popular with the agents? 
A.—I had not noticed that. 

Q.—I will see if I cannot find some 
literature on the subject: ‘“‘If the 
Mutual Life of Canada is to become 
really a great company the volume 
of business must be gradually increas- 
ed from year to year notwithstanding 
the opinion of some of the agents of 
this company to the contrary. A 
timid and vacillating policy in any 
line of business at such a time as the 
present neither inspires confidence nor 
respect of progressive business men ?’’ 
A.—That is only the opinion of the 
Superintendent of Agencies. 

Q.—That is the opinion of the man 
yi is dealing with the agents? A. 
—Yes. 

Q.—And the agents get his views, 
don’t they? A.—Yes. 

Q.—Is not that sort of a Superin- 
tendent, if you put it that way, one 
that develops a good deal of this 
trouble about rebating, because these 
agents know that unless they keep 
their business to last year’s standard, 
no matter how hard they worked the 
year before to accomplish that, they 
must keep it up to that, or they are 
to some extent on the black list, and 
in order to do so possibly they have 
y rebate? A.—It might result in 
that. 


Q.—These agents do not make 
much money, by the time you get 
the net return of the agents? A. 
No, they do not. 

Q.—They do not retire and live 
in the next house to the President? 
A.—None of ours have retired yet. 


Q-—And iss 1t,.not. the. fact’. that 
it is the feeling that there must be 
some new business and that gradual 
yncrease all along the line that is 
causing a good deal of this trouble. 
Why should not the Mutual Life be 
satisfied with five millions of insur- 
ance each year rather than increas- 


ing all this trouble throughout Can-. 


ada in connection with agents? A. 
—Because, I think, our agency staff 
is capable of doing an_ increasing 
amount of business by reason of the 
fact that the population is growing, 
financial conditions have been im- 
proved and with the appointment of 
additional agents and a more thor- 
ough working of the district—it is 
not necessary in my opinion to re- 
sort to extraordinary methods in 
order to get an iucreased business, 
that is we do not squeeze the last 
ounce out of our men to get that 
increase, that is not done at all: we 
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say to our men, you cannot sit down 
and enjoy your renewal commission 
and have a good time, we can get 
lots of men to do that, you must pro- 
duce a certain amount of new busi- 
ness, that is essential to the continu- 
ation of your contract. 

Q.—Why is it not sufficient if he 
gets what business is fairly to be 
obtained in his district, without being 
told, there is the mark you made last 
year, uow you must get over that 
this ‘year? A.—Because we consider 
what he has got is reasonable and 
we don’t want him to fall behind 
what is reasonable. 


Q.—Don’t you know as a matter of 
fact that in the way the insurance 
is got, much of what the companies 
are writing is unreasonable, having 
regard to the needs of the people? 
A.—I don’t think that is true of any 
of our agents. 

Q.—Let us deal with other com- 
pauies tor a while then, with insur- 
ance in general? A.—I know more 
about our own than about the others. 

Q.—Still, I think you could tell 
us something, confidentially, about 
the others? A.—That must be taken 
with a grain of salt, of course. I 
am here to tell you what I know. 


Q.—Is not that the fact that an 
abnormal amount of business is being 
written now? A.—I think that is 
true. 

Q.—If the Mutual will insist on 
putting it from five millions to five 
and a half and from five and a half 
to six and from six to six and a half 
millions, are they not about the chief 
offenders? A.—No, we are not, I 
think we are only getting what a 
company of its age and standing and 
size should normally exvect. I think 
that a life company should look for- 
ward each vear to not only keeping 
pace with the preceding year but it 
should. if possible. within all reason- 
ahle bounds, attempt to increase that 
business. 

Q.—But the number of companies 
has been increasing? A.—Yes. 

Q.—And are these new companies 
not entitled to carry on business and 
get their share? A.—Well. I don?t 
know whether they are entitled to 
it: if thev can get it they are en- 
titled to it. 

Q.—They have pretty hard work to 
get it? A.—Yes, they have. 

Q.—The way of the agents of the 
older companies are kept on the en- 
deavour to write more business this 
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year than last? §A.—I don’t think 
it is so much the action of the agents 
as 1t is due to the standing of the 
older companies. I am not speak- 
ing of our own now; I will speak of 
all the older companies. Here we 
have companies that have been do- 
ing business upwards of thirty to fifty 
years. They are in good financial 
standing, their reputation is good, 
the management is good, they can ap- 
peal to the public very strongly and 
say, here are our assets and _liabil- 
ities, with a large surplus, we are 
a good going concern; along comes 
another company six months or a 
year old; and they try to come into 
competition with these older com- 
panies. I say that is where a large 
part of the unreasonable expense 
comes in, because these young com- 


panies must get business. They. 


have said to their shareholders, you 
subscribed this stock and you set me 
going and I venture to say we will 


do a million or two of business. That. 


man has got to make his promise 
good. He goes out and comes into 
competition with our own and other 
companies and he will simply do any- 
thing to get a policy away and there 
is one of the greatest reasons why the 
abuse has occurred. 


Q.—You do not think that any su- 
perintendent of agencies stirs up that 
feeling in companies more than your 
own? A.—I do not catch your ques- 
tion. 

Q.—You do not think there is any 
superintendent of agencies in con- 
nection with any other company that 
stirs up that feeling about increas- 
ing the volume from year to year 
more than your own does? A.—Well, 
T really cannot say that. Mr. Tillev. 
T really have no knowledge of what 
other companies are doing. ~ 

Q.—You told us a minute ago what 
they were doing, trying to get a 
little business? A.—What did T 
say? 

Q.—You said these new companies 
had vromised their shareholders they 
would write so much business? <A.— 
You mean the young companies? 

Q.—Nothing that they promise can 
be more than the line of action that 


is outlined bv your superintendent, . 


can it? A.—No, certainly not. 
Q.—‘‘Some Canadian companies 
seem to think that the older conserva- 
tive or slow going policy is the onlv 
safe one. That is a poor policy.”’ 
“Ravid growth. if healthv. is much 
preferable and leads to better results 
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to policyholders.’’ When did you 
start increasing at the rate of half 
a million a year? A.—I think it was 
about the time of the change of man- 
agement in 1898. 

Q.—Was it entirely with your ap- 
proval that progress or writing of 
business at that rate was decided on? 
A.—yYes, it was. 

Q.—And your information at the 
present time, after carrying that on 
for three or four years, is that your 
agents net about one-third of what 
you pay them? A.—Yes. 

Q.—That would not seem to be a 
very good return to them out of what 
you pay them. A.—In some cases 
the return even at that is fairly good. 


Q.—But that means you are paying 
the agents two-thirds more than what 
would be good for him. A.—OQh no. 


Q.—It is still good to have a third 
A.—By no means; the agent must pay 
his expenses; he must pay his: local 
agents; he must pay his rent. 

Q.—When you speak of general 
agents, do they have local agents who 
are approved by the company? A— 
Yes, they have local agents, sub- 
agents. 

Q.—And their contracts must be ap- 
proved by you? A.—No, not in all 
cases. They are supposed to send a 
copy of every contract made, to the 
company, but they don’t do it, as a 
matter of fact. 

Q.—Are there any official sub-agents 
in Toronto? A.—You mean appoint- 
ed by the company, no sir. 


Q.—Any in Montreal? A.—No. 

Q.—Then you don’t know how much 
is paid out to regularly appointed 
agents? A.—You mean sub-agents? 

Q.—Yes. A.—I think I have some 
contracts made in Montreal, in the 
office, but I really don’t know what 
they are. I don’t know what the 
commissions are. 


Q.—Are the payments coming from 
the agents in Montreal and Toronto 
charged to them, that is to your Mon- 
treal and Toronto agents? A.—Yes. 


Q.—It comes out of them? A— 
Yes. 

Q.—It..tis snot!” paids by. n.vourinke 
They pay their local agents, if that is 
what you mean. 


Q.—Yes. Why does not the com- 
pany retain control of its sub-agents 
so that they can have entire control 
over them and know the class of men 
they are employing? A.—In the man- 
agement of a large company vou must 
resort to means of that kind to pro- 
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perly manage the field force. It 
would result in creating a very large 
department in our business if we were 
required to make contracts directly 
with every agent who serves the com- 
pany in one capacity or another. We 
must delegate part of that work to 
others, and we delegate it to the gen- 
eral agent. We depend upon him for 
the appointment of suitable and re- 
putable men to work under him. We 
must be guided by their advice in the 
matter. 

Q.—And you think that is the bet- 
ter way to do it? #A.—That is the 
general system. 

Q.—I suppose that is so. Then you 
have attached to the Profit and Loss 
Statement a Schedule showing the 
first year expenses. A.—Yes. 

Q.—Consisting of commissions $130,- 
754,10; loans and salaries $17,035.22 ; 
Medical fees $15,005.12; Advertising 
R7 58.82. And all other expenses 
$8,131.89. Total, $178,083.15. 

Q.—Are medical fees increasing? 
A.—Yes, they are. In some parts of 
Canada there is an attempt being 
made at present to increase the fee 
to $5 uniformly for each examination 
regardless of the amount of insurance, 

Q.—That is an attempt by the doc- 
tors? A.—Yes. } 

Q.—Has that been in evidence long? 
A.—For perhaps two years. 

Q.— What is the present rate of re- 
muneration. A.—We . pay $3 for 
examinations, where the amount of 
insurance is $2,000 or less; $4 where 
it is between $2,000 and less than 
$5,000. If it is $5,000 or over we pay 
$5. It is a graded-scale of fees 
adopted by the Life Insurance Officers 
Association and uniformly in use by 
the companies. 

Q.—How do you pay your medical 
referee? A.—We pay him by fees on 
each case. 

Q.—A uniform fee? A.—Yes. 

Q.—Governed by the amount of the 
policy ? A.—No. regardless of the 
amount of the policy. 

Q.—What does the medical referee’s 
fees in the year amount to? A. 
They amounted in 1905 to $2,841.60. 

Q.—That is all the payment that 
was made to the medical referee in 
1905? A.—Yes. 

Q.—Then referring to vour state- 
ment again, the loading for renewal 
premiums amounted to over $227,000. 
At Yes: 

Q.—And the expenses applicable to 
that item would be $136.442. That 
is about €0 per cent. A.—Yes. 

Q.—Showinge a ovrofit from that 
source of $91,143.34. A.—Yes. 
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Q.—That 60 per cent. I suppose you 
think is a fair ratio. A.—The ratio 
of the first year of renewals is about 
74 to one. 

Q.—Some say ten to one. A.—I am 
inclined to think 10 to one is an out- 
side figure. Ten would be an outside. 

Q.—Some say 15 per cent. for re- 
newals. A.—Well, however, it is 74 
to one in the case of our company. 
That is about what it amounts to. 10.4 
is our rate on renewals. 

Q.—Some companies use 15 for re- 
newals. A.—The practice varies. 

Q.—That is the way you have treat- 
ed this item at any rate, 74 to one. 
A.—No, we ascertained the expense 
as nearly as we could both as regards 
first year and renewals; that is we di- 
vided them as nearly as we could with- 
out regard to any ratio and it brings 
out what we thought would be fair. 

Q.—Then the death losses in the 
year 1905, other than with respect to 
first year business, was in the ratio 
of about 47 per cent? A.—Yes. 

Q.—That is a favorable showing. 
Ay Very. 

.Q It is quite different from the 
showing with regard to the first year 
business? A.—Yes, of course. 

Q.—How does that 47 compare with 
your average for the last few years? 
A.—It has been hovering around 50 
per cent. of the expected for a number 
of years back. It. has averaged 53 for 
the last 15 years. 


Q.—And I suppose that the average 
depends to a_ great extent on the 
amount of new business you are writ- 
ing? A.—QOh yes. : 

Q.—And your average death rate 
would be less than it otherwise would 
by reason of this increase in the busi- 
ness? A.—Certainly. 


Q.—Because the new members come 
in after a medical examination, which 
is a check on their condition? A.—It 
improves the vitality of the company, 
and to that extent is a benefit to the 
poner nolder the new as well as the 
Oo 


Q.—That is one item on the other 
side of the account. A.—yYes. 

MR. KENT: Do you know whether 
your policyholders live longer around 
Waterloo than in other sections of the 
country, or not as long? A.—We 
have never made any investigation in- 
to that, Mr. Kent. We can only state 
from observation. We have had a 
very favorable mortality experience 
on our business in this vicinity, al- 
though it would not be fair to say that 
the class of lives insured here are bet- 
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ter than they are, for example, in the 
eastern part of Ontario or in Quebec 
or elsewhere, but our experience has 
been very favorable, and we can also 
say that with regard to the Maritime 
Provinces; our mortality experience 
there has been exceptionally favorable. 
On the other hand we cannot say that 
our mortality has been unusually un- 
favorable in any particular place. 
That is, it has not shown itself very 
unfavorable in any particular Pro- 
vince or locality. 

MR. TILLEY: It is fairly even, you 
think, throughout. A.—yYes, fairly 
even. 

MR. KENT.—Then you do not 
think the people here live very much 
longer than they do in Nova Scotia? 
A.—I don’t think so. 


Q.—Then it cannot be due to the 
goods and wares manufactured here? 
A.—No, they are no benefit to life in- 
surance. 

Q.—And you consider them no detri- 
ment, either? A.—I do. 

MR. TILLEY: Have you an ab- 
stainers’ section in your company? 
A No 

Q.—Then in your statement you 
have no items credited at all to special 
funds? ~7Al-=No. 


Q.—If you had credited any sums 
to deferred dividend fund would you 
show it there? You certainly would 
if vou had added interest to the 
amount; it would then come into the 
Gain and Loss exhibit? A.—How is 
that? 

MR. RUBY (Actuary of the com- 
pany): We did not quite understand 
what that item called for. We had 
no account of special funds as a ledger 
item. We have provisional credits of 
deferred dividends. (Mr. Ruby con- 
tinues to answer.) 


Q.—You treat those as merely pro- 
visional transfers of the funds to that 
account? A.—Provisional credits. 

Q.—And you do not add interest to 
that as it goes alongo?. A.—We do. in 
a way; we do not add it specifically. 
but we ascertain each year what part 
of the surplus fund contains that 
credit of the dividend as well as in- 
terest. 

().—Reserves released by surrender 
and lapse $89,808.96. Surrender 
values allowed $64,148.68. Showing a 
gain upon that item of $25.620.28. By 
reason of what factors is there a gain 
with respect to that item: in the first 
place vou give no surrender or lapse 
value during how many vears? (Mr. 
Wegenast answers.) A.—Three years. 
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Q.—So that whatever falls in in 
that time would, as it were, go in 
reduction of the first year’s expenses ; 
it is really not a profit in a sense, it 
is not profitable business, but it re- 
leases the reserves that you have had 
for the time being tied up? A.—Yes, | 
that we have put up for the first 
year’s expenses. 


Q.—Then, other than the apparent 
gain from surrender and lapsed poli- 
cies in the first three years, what gain 
is there with respect to surrenders and 
lapses after that period? A.—Well, 
there is practically no gain so far as 
lapses are concerned, because they do 
not occur; after the third year every 
policy has a surrender value and it 
very rarely occurs that a man omits 
to apply for his surrender value. 

Q.—But he does not get the full 
amount of the reserve? A.—No. 

Q.—So that there is an apparent 
gain of the difference between the sur- 
render value and the reserve that you 
have got? A.—Yes. 


Q.—And what would that be? A.— 
It is various, because the practice of 
the company in regard to fixing sur- 
render values has been somewhat 
varied throughout its career. In the 
early years we made a charge, a deduc- 
tion of 10 per cent. of the insurance 
value; that is a technical term, I don’t 
know whether you wish me to explain 
it or not; but at all events there is 
2, deduction made by every company 
from the reserve on the asumption 
that the persons who surrenders is a 
good life and that deduction is for the 
purpose of replacing a good life. That 
is the theory. 

Q. That is, the persons who sur- 
render their policies are not persons 
who expect that their policies may 
become claims in a year or two. A.— 
It is not presumed so. 

Q.—It is generally some person who 
says, I do not want any insurance at 
allP -A.—Yes: 

Q.—‘‘ I am going to make my policy 
a, claim soon and I am going to give 
it up,’’ and by reason of one of your 
best lives going away from you in that 
way, you think a certain allowance 
should be made in respect of that 
item? A.—There must be. 

Q.—And that is one of the reasons 
that you do not allow to this insured 
the full reserve? A.—Yes. 

Q.—And I suppose another reason 
is that the company is entitled to 
some profit on that business; it wrote 
the business for profit. A.—Well, it 
is not fair to the remaining members 
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to allow any one of their number to 
withdraw and take with him, so to 
speak, everything that is at his credit. 


Q.—Does that apply in a mutual 
company? A.—It applies equally to a 
mutual company as well as to any 
other. 


Q.—Why should not one of the per- 
sons who is in on a mutual plan, if he 
wants to drop out, be allowed to take 
his share with him? A.—He gets his 
share. 


Q.—Why _ should -anything be 
charged against him by way of profit 
to the others? A. Because it would 
destroy the whole foundation of life 
insurance if a man were allowed to 
withdraw and take with him every- 
thing. There would be nothing to 
keep the membership together; there 
would be no cohesion at all if every- 
body could simply walk out and take 
what might be considered his reserve 
in full. A company might suddenly 
dissolve, everybody walk away. 

Q.—Why not, if they all wanted to? 
A.—Oh, well. 

MR. KENT: There would be no- 
body to pay the managing directors’ 
salary. 

MR. TILLEY: No person thought 
of that. I suppose you could not start 
a mutual company to-day under the 
Dominion law as it exists? A.—Not 
without the assistance of some, I was 
going to say, capital, not without the 
assistance of money from some source. 

Q.—You would have to have some- 
thing to be used as capital is now used 
in insurance companies? A.—We 
would have to have something to take 
the place of capital. 

Q.—Some person must come along 
and make a present to the company, 
or you must have capital. A.—No, 
some person might be generous enough 
to loan a company a certain sum of 
money. 

Q.—Buy a share in its renewal com- 
missions by some actuarial scheme? 
A.—Yes, I heard of that the other day. 
That might be one way, but I wasn’t 
thinking of that. I was thinking of 
a provision similar to that in the 
charter of one of the Toronto com- 
panies, where there is a guarantee 
capital and that the policyholders can 
pay back as soon as it is in a position 
to do so. In that way it would be 
possible to start a mutual company ; 
in fact, the company I have in my 
mind might be made a mutual com- 
pany under the provisions of its char- 
ter in that way. 


111 
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Q.—It is a guarantee fund instead 
of strictly capital? A.—yYes. 
~Q.—A fund that can be returned? 
A. Yes. 

Q.—That is absolutely necessary 
under conditions as they exist now? 
A.—Yes. 

Q.—Do you know how the Mutual 
Life got along without capital? A.— 
Yes, I can give you an outline of that. 
In 1869, when the then Ontario 
Mutual was thought of, the persons 
who might be called the organizers 
and subsequently the provisional 
directors and afterwards directors, 
were persons connected with the 
Waterloo Mutual Fire Insurance Com- 
pany. Amongst them was the first 
President of the company, the late 
I. E. Bowman. He with a few others 
put up, loaned the company sufficient 
funds to get its charter, simply put 
their hands in their pockets and 
loaned that much to get it started. 
The expenses of incorporation were 
between $600 and $700. That was all. 
They got five hundred policyholders, 
required under the Act of Incorpora- 
tion, and after they commenced doing 
business the receipts from those five 
hundred policyholders constituted the 
first funds of the company. Then, as 
thev felt able, they paid these men 
back with interest. 

Q.—Returned the loan? <A.—Yes, 
and thereby, of course, made the com- 
pany virtually mutual, kept it mutual. 

Q. Under the Dominion Act as it 
stands now there” would be a deposit 
of $50,000 to put up before a company 
could commence? A.—Yes, it would 
take a comparatively large amount to 
start any company, even a mutual 
company, under the present condi- 
tions 


(Adjourned from 12.30 to 1.30.) 


AFTERNOON SESSION. 


Waterloo, Thursday 12th July, 1906. 
1.30 p.m. 

The examination of Mr. Wegenast 
continued : 


MR. TILLEY: Mr. Wegenast, Mr. 
Hoskin tells me that some information 
has been obtained regarding the state 
of the accounts at the time the Rich- 
mond debentures were transferred to 
the bank, and it is said that on the 
2nd. January there was sufficient 
money came into the company’s office 
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to wipe out the amount that the com- 
pany had obtained from the bank? 
A.—Yes. 

Q.—Wipe out the overdraft that 
would have been there had the trans- 
action not been put through, probably 
that is the proper way to put itP A. 
—Yes. 

Q.—That in the ordinary course of 
business had that transaction not 
been made on the 31st December there 
would have been no overdraft on the 
Qnd January by reason of the receipts 
of that date. Is that right? A.— 
Well, we had a credit balance on the 
6th January, at all events, of $27,000. 

Q.—After reversing the transaction 
regarding the Richmond debentures? 
A.—Yes, we received enough money to 
overtake the balance which would have 
existed but for this arrangement, and 
also leave a credit of $27,000 on the 
6th. I probably might explain that 
the income, in the month of Decem- 
ber, is very large, and in the early 
days of January we get a very large 
amount of money, and it was partly 
in anticipation of that that we ever 
invested for the time being. The in- 
come, however, for the month of 
December does not come in until Jan- 
uary. 

Q.—The first week in January you 
would have a large incomeP A.— 
very large income. 

Q.—Then he also mentioned that 
there might be some misunderstand- 
ing with regard to the question I 
asked you as to a person coming to 
the office to obtain insurance. You 
did not say, I think, and the questions 
were not with reference to what re- 
bates such a man might get. The 
question was entirely as to the way 
you would regard such an applicant, 
whether you would not regard him 
with ‘suspicion as to his health? 
A.—Exactly: : 

Q.—That is what we were talking 
about; we were not discussing whe- 
ther or not he would get a rebate. 
A.—I didn’t think your question had 
any reference to rebate at all. 

Q.—No, and I did not intend it to 
have. I don’t think it had if you 
read it, but there might be a misun- 
derstanding? A.—Lest anyone might 
misunderstand my answer I might just 
say that as a matter of fact very few 
people do come to our office and pro- 
pose insurance. That may be due to 
the fact that we are out of the way 
to some extent, here in Waterloo. 

Q.—I think that applies pretty gen- 
erally with companies? A.—I think 


lila 


6 EDWARD VII., A. 1906 


Mutual Life. (R. Melvin, Ex’d.) 
(G. Wegenast, Ex’d.) 


so but assume that a man should come 
to our office and propose insurance or 
a rebate or commission; we would de- 
cline that. We have uniformly de- 
clined to pay any person a commis- 
sion for insurance, as you might sa 

over the counter. sf 


Q.— Why do you take that position? 
A.—Refusing to pay commission ? 
Q.—Yes. A.—Well, commission is a 
remuneration to an agent. An agent 
performs a great many services for a 
company for which he is not specifi- 
cally paid. Our agents do a great 
many things for us for which we do 
not pay them. They attend to the 
payment of death claims, matured en- 
dowments, the settlement of accounts 
with doctors and others and many 
other things for which they are not 
paid at all. Now the commission 
which we pay them upon insurance is 
intended as a sort of general remuner-: 
ation for his services. A man who 
comes into our office and wants a pol- 
icy for himself performs no service to 
the company and there is no reason 
why he should not pay the full prem- 
lum any more than the man who deals 
with our agent out in the ‘field. 
Q.—That is quite right. Then do 
you say that you would not give a 
man that come in in that way any 
commission at all? A.—I do say that 
Q.—You would not gi hak oaks 
concession? A.—wNo. mba aes 


Q.—You have never allowed dir 
ly through the head office, any abet 
missions? A.—I know of no case. 

Q.—You are speaking of where the 
application comes direct? A.—Yes,. 


Q.—But supposing it comes through 
an agent, do you allow rebates then? 
A.—No, we don’t recognize rebates at 
all. We pay our agents commissions. 

Q.—What about this correspondence 
that you found for me with regard to 
a policy apparently in Ottawa. You 
need not give the name of the person 
for the present? A.—Yes, in this case 
we allowed our agent an extra 10 per 
cent. 

Q.—On account of what? A.—Be- 
cause the local agent who brought 
him that required him to pay a certain 
percentage equal to what the company 
was paying him, and the agent came 
to us and said, there is nothing in this 
thing for me at all, so in that par- 
ticular case we-allowed him 10 per 
cent. for himself. 

Q.—For the local agent? A.—No, 
for the general agent. 
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Q.—Was it in the nature of a rebate 
to the insured? A.—No. Not at all. 
The local agent who secured the busi- 
ness simply said, I wan't so much com- 
mission for giving you this policy, 
whatever the amount was. The gen- 
eral agent came to me and said, now 
I can get that business but I must 
have a little something for myself, 
and we allowed him 10 per cent. extra. 
But I did not understand that the 
local agent was rebating to the in- 
sured; if he did I am not aware of it. 

Q.—That was a $25,000 risk. A.— 
I believe it was. 

Q.—You think no rebate has been 
allowed direct by the office. What is 
the largest rebate you know has been 
allowed by any of your agents? A.— 
I canot recall a single case. 

Q.—Has your company ever allowed 
the full first premium? A.—No. 

Q.—Have .you ever heard of any of 
your agents doing it? A.—No. | 
~  Q.—I mean have you ever heard of 
it by way of gossip? A.—No, neither 
that way nor any other way. 

Q.—If you have never heard of one 
premium, of course you have never 
heard of two? A.—Surely not. 

Q.—No such allowance has ever been 
made out of the head office, at any 
rateP A.—WNo. 


Q.—Do you make any discrimination 
in your policies? A.—How do you 
mean P 

Q.—Do you ever give persons who 
are insured on the same plan at the 
same age different surrender values? 
A.—Not unless he pays an extra prem- 
ium. 

Q.—You have never seen that with- 
out an extra premium? A.—wNo. 


Q.—In comparing policies 54479 and 
52787, while the insurance is at the 
same age the premium is different? 
A.—Yes. 

Q.—In what way? A.—This policy 
52787 was issued at the same rate as 
one of the Toronto companies which 
charges the uniform premium. I am 
unable to say which company it is, 
but it is one of the companies that 
adopted the uniform scale of prem- 
iums. Our agent came in competition 
with him in Galt and we agreed to 
issue those policies at the same prem- 
ium rate of the competing company 
and the same surrender values. 

Q.—When you say these policies, 
what policies are you referring to? A. 

This one and 52188. 

Q.—Is that on a firmP <A.—Yes. 


Q.—Those policies are on a firm? 
A.—Yes. 
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Q.—You then departed from your 
own rates? A.—Yes. 

Q.—As between these parties and 
the other persons that you insured in 
your company you gave these parties 
a rebate? A.—Oh no, we charged 
them an extra premium. It is the 
other way. % 

Q.—You did not change your ‘rates? 
A.—We charged a higher rate. 

Q.—Then you gave them the pri- 
vilege of coming into your company 
on a higher basis than you would 


charge an ordinary person? A.— 
Yes. 


Q.—How did you come to do that? 
A.—We adopted the premium rates 
of the competing company and the 
surrender values as well. 

Q.—Why? A.—Simply because the 
agent came to us and said, this is 
the only way I can get that business, 
and we agreed to do that in those 
two cases. 


Q.—And do you say the return on 
these two policies to you is a better 
return? A.—We get a better pre- 
mium. 


Q.—Explain the difference between 
the premium on these policies and 
the premium on your own? A.—The 
premium on that one policy 52,787 
would be in our company $205 and- 
in this case it is $207.50. A similar 
difference would exist in the case of 
the other policy. 

Q.—The other policy is 52,788 
which is on the partner of the man 
insured in the other? A.—Our pre- 
mium rate in this case would be $262, 
whereas we received $263.50. 


Q.—Tell me what difference you 
gave in the way of privileges from 
what you would get? A.—These 
surrender values are somewhat high- 
er. They are the same surrender 
values as the other company would 
have given for the same premium. 
We just adopted their surrender 
values. 


Q.—Are they better for you? A. 
—I don’t think the position of the 
company is any different at all tak- 
ing the difference in premium into 
consideration. The surrender values 
are slightly larger but we get a little 
higher premium for it. I might say, 
these, so far as I know, are the only 
two special policies we ever issued 
of that sort on anv special terms or 
conditions to anybody. 2 

Q.—The only two special policies 
you issued? A.—Yes. 
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Q.—And you say the return you 
got for those policies, including all 
the privileges granted to the insur- 
ed, is as good as if you had insured 
under your own policy form? A.— 
YV66, 9) mthinkeso. When this man 
said, if you give me the same as the 
other company we will give you the 
business, we adopted the other com- 
pany’s rates and surrender values, 
that is all. 

MR. KENT: If you pushed that 
system, everyone could get any sort 
ot policy or premium he wanted pro- 
vided he could say that another agent 
had offered the same thing? A.— 
Oh no, we would,of course, satisfy 
ourselves that what the other com- 
pany was offering is something equi- 
valent to what we ourselves would get 
on our own terms. Of course many 
companies offer inducements,  sur- 
render values and special conditions 
that we could not’ possibly think of 
doing. We exercise our judgment 
about that, and I might say that the 
issue of special policies is by no means 
confined to one company. Many 
companies do it as a regular thing. 
However, these are the only cases 
that I know of where we departed 
from our rates and values. 

MR. TILLEY: The paid up. value 
is different too? .. A.—Oh yes, it 
would correspond with the cash sur- 
render. 

Q.—In some years the cash value 
would be the same as your figures 
and in some cases different? A.— 
My recollection is that we adopted 
exactly what the other company offer- 
ed, which varied a little from our 
own. , 

Q.—Was there any rebate allowed 
the insured on those policies? A.— 
I cannot say. 

Q.—You never heard of any? A. 
—I never heard of any. I don’t 
know of any. 

Q.—That, I suppose, is particular- 
ly objectionable in the case of a 
mutual company? A.—It would be 


if we would charge these people our - 


own rate and gave special concessions 
not given to other policyholders, but 
where we charge an extra premium 
for the extra surrender value ,I do 
not see that it is using them differ- 
ently. 

Q.—Did you ever carry on business 
without issuing anv non-varticinat- 
ing policies in the Mutual Life? A. 
—Upnp to the vear 1898 there were no 
non-participating policies issued ex- 
cept such as result from the sur- 
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render of the original policy for a 
smaller paid up policy. Lhe re- 
duced paid up policy as the surrend- 
er value for the original policy was 
always non-participating. 

Q.—From that time on it would 
be non-participating? A.—Yes. 

Q..—The company did not solicit 
non-participating business then? A. 
—No. 

Q.—Do you know when it was 
changed? A.—We began in 1898. 

Q.—Was that the time you were 
then manager? A.—It was before 
I was manager. Just about a month 
before my appointment, the non-par- 
ticlpating rates were adopted. 

Q.—Was that a result of your sug- 
gestion? <A.—No. 

Q.—Did you consider whether your 
Act of Incorporation would permit 
you to carry on  non-participating 
business? A.—Yes. 

Q.—Did you get an opinion on 
that? A.—We did. 

Q:—Have ‘you -it here? ~ A.__It 
was a verbal opinion. We have no 
written opinion that I remember. 

Q.—Whose opinion did you get? A. 
Our own solicitor, Mr. Millar. 

Q.—And do you say that there was 
nothing in the Act to prevent you 
issuing non-participating policies? A. : 
Yes. 

Q.—The Act says, ‘‘for the purpose 
of carrying on the business of life 
insurance on the mutual principle in 
all things pertaining thereto???’ A.— 
If you will permit me I would like 
te make a statement with regard to 
those words ‘‘the mutual principle.’’ 
I don’t know what was in the minds 
of the original incorporators of the 
company, but I think what they in- 
tended by those words ‘‘on the mutu- 
al principle’ was merely that the 
company was to have no capital stock. 
That expression, however, implies 
that the mutual principle is some- 
thing different from the _ principle 
underlying a stock company which 
is not the case. The principles un- 
derlying a mutual company are pre- 
cisely the same as they are in the 
case of a stock company. That is 
both employ a mortality table for. 
the purpose of constructing rates, 
computing reserves, and doing all 
other things necessary on_ strictly 
actuarial principles. The only dif- 
ference between the two 7ompanies 
is the one has stock and the cther 
has not, so it seems to me that the 
employment of those words ‘‘on the 
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mutual principle” is apt to “mislead. 
I just wish to explain that there is 
no difference in the mutual company 
so far as the principles are concerned. 

Q.—But this point came up, you 
say and was discussed, was itP A. 
—Yes. There is a section where it 
says, the directors shall have power 
to say upon what conditions policies 
may be issued. The question of pro- 
fits or no profits is a condition. 

Q.—Then you have changed jour 
premium rates from time to time? A. 
Yes. 

Q.—In 1891, 1897, 1900 and 1903? 
A.—Yes. : 

Q.—They are gradually running in 
what direction? A.—Increasing. 

Q.—Due to what? A.—Chiefly to 
reserve requirements. 

_Q.—That document will be Exhi- 
bit 355. The rule adopted for com- 
puting the reserve, from time to time, 
is shown by Exhibit 356. In the 
same way your reserve was changed 
in the years 1891, ’95, 1900 and 1903. 
The first time it was on the Hm. 43 
per cent.P A.—Yes. 

Q.—And in 1895 on the 4 per cent. 
actuaries’ table? A.—Yes. 

Q.—And in 1900 on the 4 per cent. 
Actuaries’ on all business up to Janu- 
ary Ist, 1900, and after that 33 as 
the- Act requires? A.—Yes. 

Q.—And in 1903 you had changed 
to Actuaries’ 4 per cent. on all busi- 
ness to January Ist, 1900: Hm. 34 
on all business to January 1st, 1903, 
and Hm. 3 per cent. on all business 
thereafter. Is that then the cause 


of your changing your premiums? A. 


—Yes, that is the reason. 

Q.—That would mean higher pre- 
miums and higher reserves? A.—Yes. 

Q.—At first you loaded all your net 
premiums alike, did you not? A.— 
Yes. ¢ 

Q.—That is persons insuring at 
the same age would pav the same 
amount of loading regardless of whe- 
ther they were taking the same plan 
of insurance or not? A.—Yes. 

Q.—Their premiums might be high- 
er but they paid the same for ex- 
penses? A.—Exactly the same. 

Q.—Is that, in your opinion, a 
proper way to load premiums? A.— 
Well, there is a wide difference of 
opinion on the subject. 

Q.—I was asking you yours; what 
is your opinion on that? A.—In 
the light of conditions as they ex- 
ist now, that method of loading can- 
not be carried out. 
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Q.—Then it is competition that 
drives you from it? Act en. 

Q.—Theoretically you think it is 
right stillP A.—Yes, I think so. 

Q.—You think that the premiums 
should not be loaded by a percentage 
and a constant as most companies 
have been doing in recent year? A. 
—I would not say they should not be, 
because that would imply that is an 
incorrect method of loading. As a 
matter of fact it is the almost uni- 
versally accepted method of loading. 
A percentage and constant — plus a 
constant, or percentage only. Our 
original method of loading on the 
ordinary life rate was a theory of 
Professor Wright. He was our first 
consulting actuary, and in theory it 
can be defended still. In practice 
it won’t work out. 

Q.—The result of making the 
change in a general way was what 
on the premiums? A.—It would 
make the endowment premiums high- 
er. 

Q.—Very much higher in propor- 
tion? A.—Yes, it would make them 
higher. 

Q.—A tendency to put the expense 
more on the: endowment plans and 
take it off the life plans? A.—Yes. 

Q.—Where the premium was small- 
er? A.—I would like to point out 
now the section of the Act in which 
the power of the directors is fixed 
for taking any kind of policies in- 
cluding non-participating policies. 
Section 138. 

Q.—That is the new Section 13 
adopted in 1903? A.—Yes. The 
directors shall have full power to 
determine rates and so on, and con- 
ditions under which the policies: shall 
be issued. 

Q.—Do you remember why that 
amendment was dropped? A.—No. 

Q.—You went to the trouble of get- 
ting an Act of Parliament for it? A. 
—I don’t think this part of the sec- 
tion is new. It is only certain por- 
tions of it, this is not new at all. 

Q.—What was new in the 1903 Act 
that you. wanted made part of your 
legislation? A.—We wanted power 
to appoint a treasurer and actuary 
and an auditor. 

Q.—You would hardly go to the 
Legislature for that, would you? A. 
—No. 

MR. HOSKIN: We wanted one 
auditor instead of two. A perma- 
nent auditor. I think that was the 
main reason. 
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Q.—What other reason was there 
besides thet? 

_ MR. HOSKIN: I do not rem>mber. 
The principle reason was to got the 
one auditor, a permanent auditcr. 

Q.—Then you made up, Mr. Wezen- 
ast, a statement showing huw long 
policies must progress to make good 
the reserve? A.—Yes. 

Q.—And I will put that ia as ex- 
hibit 357. That shows that it takes 
a different number of years for dif- 
ferent plans of insurance? A.—Yes 

Q.—In a 20 year endowment it must 
run 5 full years? A.—Only at the 
youngest age. 

Q.—But it does run that long? A. 
—Yes, on the youngest age, 25. 


Q.—Then it will make good as low 
as two years or three years of the life 
policy? A.—Two years at age 25 on 
the ordinary life plan. 

Q.—The loading on the endowment 
by reason of the new method of load- 
ing is much larger than on the life 
plan? A.—Yes. 


Q.—Then how is it that the policy 
does not make good on that plan 
sooner than on the life? A.—Well, it 
is due to the extra cost of placing 
that policy on the books. 

Q.—It is due to the extra commis- 
sion you pay the agent? A.—Yes. 

Q.—Why do you pay extra.on that 
kind of insurance? A.—That is gov- 
erned by compet.iion almost entirely. 

Q.—Isn’t it the kind of insurance 

the companies want to write? A.—It 
is, yes. 
Q.—It gives them larger premiums? 
A.—Yes, and there is greater stability 
amongst endowment policies than 
there is on life or cheaper forms of 
policies. 

Q.—You mean more persistency? 
A.—Well, I mean they stay on our 
books better. I should have said per- 
sistency. They are more persistent; 
there are fewer lapses. 

Q.—The time that is taken to make 
up the reserve depends upon the 
amount of the first year’s expenses 


as compared with the margins and_ 


the premiums? A.—Yes. 

Q.—And the heavy reserves that 
must be put up? A.—Yes. 

Q.—Are those reserves, in your opin- 
ion, necessary for solvency of the com- 
pany in the early years? A.—Well, 
it is rather difficult to answer that 
question. 

Q.—You cannot say that in your 
opinion they are not or that they 
are A.—No. Of course I believe in 
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companies putting up the full legal 
reserve from the very beginning of 
the contract. 


Q.—Why do you believe in that, 
because you are an old company? A. 
—No, not at all. Because I think 
that any other course might simply 
lead to even more expenditure than 
there is at present. I think that 
companies knowing that they have 
this reserve to put up are more cau- 
tious or inclined to be cautious at 
all events and take that fact into ac- 
count than they would be if a small 
reserve were required in the first 
year. 

Q.—You think if a smaller reserve 
was required in the first few years of 
the policy that something ought to be 
done by way of legislation to restrict 
the expense? A.—Unlesg that were 
done it would be no good at all. 

Q.—Do you think it is a proper 
principle that the Government should 
require money to be put up by way 
of reserves which is not necessary for 
solvency, merely to prevent them 
spending all the money that they get 
in their hands? A.—Well, of course, 
the companies have to put up a re- 
serve under each contract for the pur- 
pose of solvency in the first place. 


Q.—That brings us back to the ques- 
tion I asked you at the start. Do 
you think those reserves are necessary 
for the purpose of solvency? I am 
not asking you as to the advisability? 
A.—I must answer in the affirmative 
then. . 

Q.—You think the full net reserve 
is necessary for solvency? A.—Yes, 
I did not understand your question 
in the first instance. 

Q.—Do policyholders contribute to- 
wards expenses after the time for pay- 
ment of premiums has expired under 
their policies? A.—Only out of the 
interest upon their reserves. Not by 
way of premium. 

Q.—Is there a deduction made from 
their profits or bonuses to cover the 
expenses of the company? A.—Yes, 
there was a charge made against the 
interest derived from investments. 
There is a charge made against that 
for expenses. . 

Q.—How is that reckoned? A.—~’ 
It is figured at about one-half per 
cent. 

Q.—Is that to cover more than in- 
vestment expenses? A.—It | really 
covers more than investment expenses 
because our investment expenses do 
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not really amount to one-half per 
cent. 
Q.—Then it is an arbitrary charge? 
A.—It is an arbitrary charge to that 
extent. I think a quarter of one per 
cent. would more nearly cover ‘all our 
investment expenses. Between one- 
quarter and one-half at all events. 


MR. LANGMUIR: Even in the 
North West? A.—Yes sir. We have 
made no losses in the North West. 

MR. TILLEY: Do you keep a sep- 
arate account with each policyholder ? 
A.—Yes. 

Q.—Have you a sample of your ac- 
count? A.—No, we were not asked 
for one, I can get you one. Would 
you like one of an actual policy in 
force? 

Q:.—I would like one sample of how 
you keep it. We will file that as Ex- 
hibit 358. Would you describe how 
you keep the account? A.—The ac- 
counts are kept on cards. We adopted 
the card system many years ago. In 
fact we were among the first companies 
to do that. On these cards are entered 
all the particulars of the policies; all 


premium payments as well as divi- 


dends are entered. 


Q.—And the condition of any policy- 
holder’s account can be determined at 
any time? A.—That is as far as prem- 
ium payments are concerned and divi- 
dends, yes sir. 

Q.—And are any allotments made 
with respect to deferred dividends? A. 
—Not on these cards, no. We keep a 
separate account for those. 

Q.—Not an individual account, I 
suppose? A.—No, we keep those in 
ledgers. 

Q.—Lump sums? A.—No, there is 


- an individual account kept in ledgers, 


of each policy and all particulars. 

Q.—Of each policy’s share? A.— 
Yes. 

Q.—But you do not credit it on the 
card. 

Q.—Why not? A.—It is not very 
well adapted for that purpose; it re- 
quires greater particulars and we pre- 
fer to keep that separate anyhow. 

Q.—You probably do not want to 
pass it to his credit to that extent? 


A.—No, we do not use the information 


in connection with the premium pay- 
ments. Of course these go on through- 
out the distribution period, without 
reference to dividends; and the divi- 
dend account, therefore, is kept in 
separate ledgers. 

Q.—In 1905 your first year prem- 
iums in the _ participating class 
amounted to $225,129.35? A.—Yes. 
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Q.—And your commissions on that 
same class amounted to $128,873.72? 
A.—Yes. 

Q.—Now the non-participating class, 
your premiums were only $10,357.33; 
commissions $2,702.72? A.—Yes,. 

Q.—Your rate of commissions to 
your agents was a great deal more in 
the participating- class than in the 
non-participating? A.—Yes. 

Q.—Does that include the difference 
in rates you pay the agents? A.— ° 
In a general way, yes. 

Q.—What difference do you make 
between them, is it by a regular per- 
cehtageP A.—It is by a regular per- 
centage and we pay a little more than 
one-half on the non-participating than 
we do on the participating. 

Q.—Does that apply to all kinds? 
A.——Yes. 

MR. KENT: Why is there that 
difference? A.—Because the loading 
on a non profit policy is comparatively 
small and there is not the margin with 
which to pay commissions, 

Q.—Why is the loading small? A. 
— Because the profits of the future 
have been anticipated. 

Q.—Is it not because you do. not 
want to do the non-participating busi- 
ness and take that method of getting 
out of it as far as possible? A.—No. 

Q.—Can you tell the Commission who 
is responsible for fixing the premium 
rates? All or nearly all the witnesses 
we have examined have said it is due 
to competition. There must be some 
party that started the competition. 
I have been looking for that man ever 
since we started this-inquiry? A.— 
Well, Mr. Kent, in a general way 3 
would just say this; a non-participat- 
ing premium must be based upon the 


.same mortality table, the same rate 
~ of interest as you use for your valua- 


tions and there should be in addition 
to that a slight addition for expenses. 
Now then, what that slight addition 
for expenses should be is_a matter of 
opinion quite as much with regard to 
non-participating policies as it is with 
regard to participating. There is no 
man probably can give a very satisfac- 
tory answer why it is that 20 per cent. 
plus $3 is the loading on a participat- 
ing policy on a certain plan and why 
it should not be 40 per cent. To that - 
extent, competition governs. Ji cannot 
give you an exact reason why it should 
be 20 per cent. plus $3 and not 19 or 
21 per cent. Competition must neces- 
sarily enter into that to a certain ex- 
tent. The premium rates, however, 
are not all alike. There is some differ- 
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ence. There are companies with ex- 
tremely low rates. In fact practically 
the net rate. 

MR. TILLEY: They may not pay? 
A.—They may not pay at all, may not 
carry the business. 

MR. KENT: We have had one wit- 
ness who says the loading on their 
non-participating policies was _ less 
than 5 per cent. That must be alto- 
gether too small? A.—Too small, I 
should say. 

Q.—He would not acknowledge that 
he was the party who started this; he 
laid the blame on the older companies. 
Here we have got an older company 
and I want to find out if I can before 
we close? A.—Well, Mr. Kent, I have 
told you all I can about it, I think. 
A net rate based in the mortality table 
you employ and the rate of interest 
you employ in your reserves, that is 
the beginning. Then as to what addi- 
tion should be made—because there 
certainly should be some addition to 
that for expenses—that is a matter of 
competition largely, and some compan- 
ies charge more and some very much 
less. We have charged what we con- 
sider a reasonable addition so that the 
business will carry itself. Right here 
I would like to say this; past experi- 
ence has shown that the with profit 
policies in our company have brought 
out a very much lower average prem- 
ium than without profit. In other 
words, if in the year 1870 or anywhere 
since then, our company had at that 
time adopted a non-participating plan, 
the experience would have shown that 
those policyholders would have paid 
us very much more than the with pro- 
fit policyholders. That is to say those 
who took the profits found as a mat- 
ter of actual experience that the aver- 
age premium after takng the profits 
from the gross premium, has brought 
it down much below what a: non-profit 
would have been. That still holds 
true with regard to business of recent 
years. That is to say you take a pol- 
icy 10 years old, you take any policy 
in our company on the participating 
plan, take off the dividends that were 
granted and find the average rate and 
you will find that it is better than the 
non-participating. Now that is a fact 
well known and we never fail to tell 
it, but our agents are not instructed 
to get participating business as 
against non-participating at all. We 
do not instruct them at all. We say, 
here are our terms and here are our 
commissions; now it is between you 
and the man to find out what you 
want. 
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MR. TILLEY: And the commission ? 
A.—I suppose the commissions enter 
into it, but there is a class of people 
who will not take any other kind of 
policy but a non-profit policy. They 
say, no, I will take no chances in the 
future with regard to profits, I want 
a non-profit policy. Very well, we 
have the non-profit policy for people 
like that. 

Q.—You speak of rates by compari- 
son. When you are comparing them 
do you take into account the interest 
on the extra payment? A.—I do not 
catch your question. 

Q.—In the difference between par- 
ticipating and non-participating busi- 
ness, when you are comparing them 
do you compute interest, take interest 
into your calculation on the extra 
payment made by the man who takes 
the participating policy? A.—Oh yes, 
certainly. 

Q.—Then I will put in as Exhibit 
359, the statement regarding the ex- 
pense of obtaining and retaining in- 
surance and it shows that your com- 
missions on your first year’s premiums 
amounted to about 70 per cent. Is 
that right? A.—We have not worked 
out the percentage. I think that is 
about right. 

Q.—And the commissions on the re- 
newal premiums were about 8 per 
cent.? A.—We don’t make out those 
percentages. 

Mr. Ruby produces sample card as 
used in the card system. 

Mr. Ruby answers the questions un- 
til a change is indicated. 


MR. TILLEY: Q.—What amounts 
go in the different blanks in carrying 
forward your computation? A.—In 
entering up the account of premiums? 

Q.—Yes; the account just as you 
keep it in your books; what amount 
you put in the different spaces? A.— 
On the heading goes a history as called 
there. Then we enter in the next 
column the calendar year; the second 
column contains the policy year; the 
next column contains the premiums 
payment, and also if it is a participat- 
ing policy that column contains the 
dividend that has been allotted to the™ 


-policy. When the premium is paid it 


is entered in the next column, if it is 
an annual premium policy; the object 
of the four columns is to provide for 
quarterly payments, but assuming it 
is a yearly premium policy and par- 
ticipating and is entitled to a dividend 
the dividend would be put in the third 
column, and the actual premium paid 
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in the fourth column. That would 
complete the history of the policy and 
complete the account. The dividends 
that are allotted to the policy, as they 
are allotted are entered in the column 
on the right hand side. 

Q.—That is just a cash account with 
your policy? A.—Yes. 

Q.—It does not show the amount of 
reserve you set aside for the policy? 
A.—No. 

Q.—And what the interest on that 
reserve is each year is added? A.— 

O. 

_ Q.—It does not show when the pol- 
icy, sO far as your company is con- 
cerned, after paying the expenses that 
are properly allotted to it, it does not 
show when it is debtor and when it is 
creditor? A.—No, we make no indi- 
vidual calculation of that kind for 
every individual policy, 

_Mr. Wegenast answers the questions 
till a change is indicated. 

MR. TILLEY: Q.—Have you that 
now? A.—I would like to correct you; 
the ratio of the net commission to total 
first year premium is 63 per cent. not 
79) per cent. 

Q.—That is total commissions? A. 
—Yes; that corresponds to the figures. 

Q.—63 per cent.? A.—Yes. 
Q.—And the renewal? A.—About 


Q.—And those figures cover the al- 
lowance made to agents? A.—Yes sir. 
Q.—Would not those appear to be 
high, I thought 70 per cent. was about 
the highest you paid on any policy 
for the first year? A.—That includes 
the Superintendent of Agencies’ salary 
and travelling expenses of all kinds. 
Q.—Everything that is _ properly 
chargeable by way of an agent’s com- 
mission, whether it is to the Superin- 
tendent or to the agent himself? A. 
—yYes 
Q.—It includes more than just the 
direct commissions? A.—Yes. 
Q.—yYou have put in a statement 
showing how you allocate the divisible 
surplus, in a general way it resembles 
the contribution plan? A.—Yes sir. 
Q.—Though not exactly, does it? A. 
—Well 
Q.—Every company practically has 
some modification of that plan? A. 
—Yes. a8 
Q.—But in general we mentioned 
this morning the idea, the factors that 
enter into it? A.—Yes. rae bee 
Q.—And you have attached a sche- 
dule showing the amounts of these 
different items, that is the mortality 
and interest and loading from the year 
1891, right down to the year 1905? 


particular figures of 
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A.—Yes. Are you going to make an 
exhibit of those. 

Q.—Yes. A.—That was not called 
for by your letter. 

Q.—Then I will make an exhibit the 
plan of distribution rather than the 
distribution ? 
A.—Yes. 

—Plan of distribution marked Ex- 
hibit 360. 

Q.—You have given us some sample 
policies with dividends applied in dif- 
ferent ways; have you not? A.—I 
think so. 

Q.—What different ways do you di- 
vide your profits among your policy- 
holders, do you have any annual divi- 
sions P A.—We have annual quin- 
quennial and deferred, that is fifteen 
and twenty year semi-tontine, or as 
we call them survivorship distribution. 

Q.—These are the sample policies 
in the case of the annual dividends? 
A.—Yes. 

—Sample policies -of annual divi- 
dends marked as exhibit 361. 

Q.—It commences with a policy at 
age 30, issued in 1885; the annual pre- 
miums being $21.20, and it remained 
the same for the first three years, 
didn’t it? A.—yYes. 

Q.—Then the profits commenced to 
be allotted to that policy? A.—Yes. 
~ Q.—And commencing with $2.06 in 
the first year the profits amounted at 
the end of the year in 1905 to $5.93 
in that year? A.—Yes. 

Q.—And these profits were returned 
in reduction of premium? A.—Yes. 

Q.—Bringing the premium down to 
$15.27; do you favor that method of 
dividing the profits, the annual 
method? A.—No, under present con- 
ditions. 

Q.—What method do you favor? A. 
The quinquennial system and _ the 
deferred survivorship distribution 
system, either one; I have no prefer- 
ence for either. 

Q.—Why do you prefer them over 
the annual distribution? A.—The 
annual distribution policies, while 
much may be said for them in theory, 
do not work as satisfactorily in prac- 
tice; every one knows a longer dis- 
tribution period gives a better average 
vote in regard to mortality and other- 
wise profit earning generally. 

Q.—It postpones the time when 
dividend has to be allocated, does it 
not? A.—yYes, postpones the time. 

Q.—And thereby permits the accu- 
mulation of the funds in the hands of 
the company? A.—Yes sir. 

Q.—We asked for policy histories 
of the years 1895 and 1890, does that 
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mean you have stopped issuing them? 
A.—We discontinued annual dividends 
in 1891. 

Q.—And do you not issue any poli- 
cles now with annual dividends? A. 
—No. - 

_Q.—You have changed them all to 
a longer period? A.—Yes. 

Q.—Either five years or longer? A. 
Yes. 

Q.—Now then take the next plan, 
that is the quinquential dividends, 
that kind you are still issuing? A. 
Yes. 

Q.—And you have given a policy 
there commencing in the year 1895, 
and you have shown the profits that 
would be allotted to that up to 1909? 
A.—Yes. 

Q.—There being no profits for the 
first five years; and then $8.84 for 
the second quinquennial, and $8.92 
for the third? A.—Yes. 

Q.—An advance these of 8 cents 
in the last quinquennial over the one 
preceding? A.—Yes. 

Q.—That is not a very substantial 
advance, isit? A.—No, it is not; and 
yet we are glad to know we can make 
any sort of advance in view of the fact 
that we have staring us in the face 
the change of that business from 4 
per cent. to 3 per cent. 

Q.—In view of that change that is 
staring you in the face are you hold- 
ing back from the declaration of pro- 
fits that you would otherwise declare? 
A.—Yes, because that is the yo eee 

Q.—To what extent have you built 
up any fund to make good that re- 
serve? A.—We have not built up any 
fund in particular, that is to say we 
have not set out from profits any 
particular sum and called that a fund 
towards changing the reserve, but we 
are husbanding our reserve, that is 
we are trying to increase it, keep it 
back as much as possible, and at the 
same time maintain some increase of 
dividends. 

Q.—Then you are practically giving 
to the policyholders in the meantime 
a little advance I suppose with the 
idea of keeping him satisfied? A.— 
I do not know that. 

Q.—And building up so far as you 
can the reserve? A.—We are trying 
our best{ to make up that reserve 
easily within the time required. 

Q.—I suppose that is the principle 
that necessarily governs you at. this 
time? A.—Yes. 

_ Q.—You must give the policyholder 
something that he will not complain 
too much about? A.—We must keep 
the policyholder satisfied of course, 
and at the same time endeavor to save 
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as much out of our general earnings 
as we possibly can with the view only 
of changing the reserve. 

Q.—There is one other form I want 
to speak about here, why do you call 
it a reduced premium policy, what is 
the principle of the policy? A.—The 
principle of the policy is to make the 
policyholder a loan of in some cases 
20 per cent. of the ordinary premium, 
that he would otherwise pay in cash, 
and in some cases 25 per cent. That 
loan is treated as a debt against the 
policy subject to payment only by the 
application of profits. 

Q.—Is that a policy that was issued 
by your company to meet the mini- 
mum policy of the Canada Life? A. 
—TI really cannot say, it was a plan 
introduced by the former manager of 
the company, and I do not know what 
reasons he had for adopting it. 

Q.—It is not on the same principle 
as the minimum policy of the Canada 
Life? A.—No. 

Q.—The Canada Life Estimated 
what profit they might expect, then 
took 50 per cent. of that and applied 
it in immediate reduction of the pre- 
mium?P A.—Yes. 

Q.—Anticipating it would not fall 
below that, but it did fall below it? 
A.—Yes, and there was no debt cre- 
ated against the policy by reason of 
that anticipated course. 

Q.—If there was any shrinkage in 
the case of the premium there would 
be a lien against the policy ultimate- 
ly when it became a claim? A.—Yes. 

Q.—This plan of yours takes a 
quarter or one-fifth of the premium, 
depending upon the plan of insur- 
anceP A.—Yes. 

Q.—And that makes q loan against 
the premium? A.—Yes. 

Q.—A lien on it? A.—Yes. 

Q.—And the assumption was that 
the interest and profits that the as- 
sured would get in the company would 
wipe out that loan? A.—I think 
it was.. 

Q.—Did it succeed? A.—No, the 
portion of the loan was entirely too 
large. 

Q.—That is to say you charged the 
insured interest on that loan which 
the company advanced to him? A. 
—Yes. 

Q.—By way of assisting him in pay- 
ing his premium? A.—Yes. 

Q.—And you would make _ the 
charge for the loan each year and 
the interest on the advance previous] 
made in carrying that forward aainet 
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the policy? A.—Just carried it for- 
ward as an account. 

Mr. Tilley files histories of policies 
referred to—marked as exhibit 362. 

Q.—Take the first policy that you 
have given us the history of age 30, 
premium $21.20, in 1885, the portion 
of the premium that was paid by the 
assured in cash was $15.90, and the 
debt or the loan that was made on the 
premium at that time was $5.30, that 
is the $5.30 and the $15.20 made up 
his premium of $21.20? A.—Yes. 

Q.—You charged him the year’s in- 
terest on $5.30, which is 32 cents, at 
the end of the year, that brings it 
to $5.62? A.—Yes. 

Q.—That first year there would be 
no profits in the policy to go in reduc- 
tion of that? A.—No. 

Q.—The second year giving him his 
new advance of $5.30 computing the 
interest brought it to $11.57, and 
still no profits to reduce it? A-— 
No. 

Q.—The third year giving him ea 
further advance and the same amount 
brought it up to $17.88, and then the 
profits commenced, $2.06? A.—Y‘Yes. 

Q.—Which left the debt on the puli- 
ey at the end of the third year 
$15.82? A.—Yes. 

Q.—That debt instead of commenc- 
ing to decrease from that date as pos- 
sibly the company expected it wuvld 
at that time, commenced to grow, did 
it notP A.—Yes. 

Q.—And kept on growing? A.— 
Yes. 

Q.—So that it proceeded from $5.62 
in the first year, $15.82 in the third 
year right up to $77.24 in the year 
1905? A.—Yes. 

Q.—So that the method of carrying 
through that transaction did not work 
out at all as the policyholder would 
expect when he took the policy? A.— 
“I do not know what was held out by 
the management of the company in 
those days. 

Q.—We will say it did not work 
out as the company expected? A.— 
I do not think so. 

Q.—And if the company expected 
something different there is a reason- 
able assumption that the assured 
would look for something a little dif- 
ferent, too? A.—yYes. 

Q.—You go on to some of the other 
plans, and when the policy becomes 
paid up, of course the lien then com- 
mences to reduce? A.—Yes. | 

Q.—Taking the age 30, 15 payment 
life plan, commencing in 1885, by the 
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year 1900 the premiums were all paid? 
A.—Yes. 

Q.—And immediately the premiums 
were paid the lien on the policy com- 
menced to shrink? A.—Reduce. 

Q.—So that it came from $71.65 in 
1900 down to $69.28, and in the year 
1905 was down to $56.93? A.—Yes. 


Q.—In the same way with the next 
one, the ten payment life plan, the 
ten payments having stopped in 1894, 
it then commenced to reduce, and in 
1904 there was a credit balance of 44 
cents? A.—Yes. 

Q.—So that indicates how it worked 
out in those two policies? A.—Yes. 

Q.—As to your deferred dividend 
policies you have supplied a statement 
showing the credits that have been 
given to that fund for those policies? 
A.—Yes. 


Statement showing credit re de- 
ferred dividend policies filed as ex- 
hibit 364. 

Q.—While I did not put that exhibit 
in this morning I asked you about the 
allowance of interest on it, and you 
said that was not allowed on the fund 
as it was accumulating while you kept 
track of it, and took no account of it 
on your own calculation you did not 
eeuee credit it to the fund? A.— 

oO. 

Q.—Nor did you credit the lapses 
that would fall in to the benefit of 
that class ? A.—No. 

Q.—Leaving that all to be done at 
the end of it, keepine track of it in 
the meantime? A.—yYes. 

Q.—I suppose, Mr. Wegenast, that 
you regard policy loans as in fact your 
safest securities? A.—Yes. 

Q.—No chance for a loss on those? 
A.—No. 

Q.—Do you ever lose on those? A. 
—-No. 

Q.—You never lend more than the 
reserve or the surrender value? A.— 
We only lend 90 per cent. of the sur- 
render value. 

Q.—And that rule is held to uni- 
formly by the company? . A.—We 
occasionally exceed it a little. 

Q.—Do you ever lend more than the 
surrender? A.—No. 

Q.—That being so, of course you 
would be very safe? A.—Yes. 

Q.—Then you have a policy loan 
agreement that I think is not copied 
from other companies? A.—We have 
some original documents, 

Q.—We have usually found them 
copied from other companies? A.— 
We do not make a practice of that. 
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Q.—Your policy loan agreement I 
will put in because it has eliminated 
some features that were present in 
others? A.—Very well. 

Policy loan agreement filed as ex- 
hibit 365. 

Q.—-Does your company issue the 5 
per cent. gold bond? A.—We issue a 
5 per cent. gold bond policy. 

Q.—Would you issue a debenture 
paying 5 per cent. if you had the 
power? A.—No, sir. . 

Q.—Do you in reality issue any 
policy or document on which the 
assured can get 5 per cent. on his 
money? A.—No. 

Q.—Is not 5 per cent. gold bond a 
misnomer? A.—It may be so. 

Q.—It misleads the man who is con- 
sidering taking out a policy? A.—I 
have never heard of that charge 
against our company. 

Q.—I am charging it against the 
policy, the bond that is common ‘to all 
companies—it is common to a great 
manv? <A:—We sell verv few of those 
policies, in fact I don’t think we sell 
ten a year, and I do not recall a single 
letter from any person complainine 
that that was misunderstood; I do not 
think we ever received such a letter: 
that may be due. however, to the fact 
of there being such a few policies. 


Q.—And it might be. on the other 
hand. due to the fact that the noliecv- 
holder never found he was misled. be- 
cause he says, ‘‘T have a policy that 
has $1,000 pavable at a certain time. 
and in the meantime I am getting 
$50 a year, and at the end of the 
time I get the $1,000,” and I suppose 
probably many of those insured would 
think that was getting 5 per cent. 
on their money. The value of such 
a policy at the time of death would 
be more than $1,000 in cash. 

—Mr. Ruby answers the questions 
till a change is indicated. 

A.—I¢ is about $1,230 on a matured 
endowment, but a death claim there 
might not be that much value, so far 
as the man’s investment of premiums 
goes. / 

Q.—What would it be? A.—A 


matured endowment policy it would 


be $1,280. 

Q.—What the insured is getting is 
not $1,230, but he is getting 5 per 
cent. on $1,000 for a certain number 
of years, and at the end of the time 
$1,000 P 

—The questions are answered by 
Mr. Wegenast till a change is indi- 
cated. 

A.—Yes. 

Q.—So that in that way you are 
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not paying 5 per cent. on the money? 
A.—No. 

Q.—Is it fair to say that might mis- 
lead the insured; how many different 
kinds of policies does your company 
issue? A.—I do not know exactly, 
but I should say there should be be- 
tween 40 and 50. 

Q.—Originally the policies in the 
Mutual Life Company were very 
simple in form? A.—Yes. 

Q.—And all on the front page? A. 
—Yes, I believe they were. 

Q.—Over the signature? A.—Yes. 

Q.—But now it-is getting a more 
up-to-date form of policy with every- 
thing that is material in small print ~ 
in the back and a short contract in 
front? A.—No, I do not think so. 

Q.—That is the common practice— 
1 am not saying the Mutual do i 
any more than the rest. 

MR. KENT: Competition? <A.— 
No, I do not think it can be charged 
against our policy that the type 1s 
made small with that object in view. 
I think our policies will bear examina- 
tion and’ I think you will find they 
are printed in good, plain type, and 
you must remember our policy is filled 
right up four pages of it, and there 
is scarcely any room, and we could 
not make the type larger. 

Q.—You would have to print them 
in books? A.—We would have to get 
a book. 

Q.—Because I suppose there are so 
many privileges for the policyholder? 
A.—Most of the policy is taken up 
with privileges in the mode of pre- 
mium, forms of annuities, and various 
privileges of that kind. 

Q.—I suppose it could hardly be ex- 
pected of any average man that he 
could understand more than about 
three of the forty policies and under- 
stand the privileges that were sup- 
posed to be there for him and appre- 
ciate them? -A.—I think it may be 
said that the average man does not 
derstand fully every privilege he has 
under his policy; I think it is fair 
to say that. 

- Q.—So that the company that can 
have the most is giving a better. poli- 
cy than the one that has a few. less, 
because a fellow does not understand 
them anyway? A.—There are men 
who would take a policy and look at 
it, and if they found a whole lot 
of print in it they would say. ‘“‘I guess 
that is a pretty good policy.” z 

().—How many pages have you® A. 

—Four pages, mostly privileges. I do 
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not know to what extent it is fol- 
lowed up, but I think it is worth while 
saying this, I have made it a point 
to say it frequently to our agents, 
that in delivering a policy they should 
take the pains to open up and read it 
through with the man and tell him 
exactly what he has got. To what 
extent they do that I do not know. 

MR. KENT: I can tell you, Mr. 
Wegenast; they do not do it at all. 

MR. LANGMUIR: It is left to the 
executors to look after that, 

A.—I think it is a great pity it 
is not done, if it is not done. 

MR. TILLEY: It is a pity from the 
company’s standpoint as well as the 
insured ? A.—I quite agree with 
you,. 1t’ is; 

Q.—As a matter of fact, taking the 
quinquennial distribution of profits, 
don’t you find that a great many 
people think that profits once declared 
are declared for all time in the poli- 
cy and every new quinquennium 
should bring something in addition, 
and they measure the profits by the 
increase in the new quinquennium 
over the old? A.—Yes, that is a very 
common mistake. 

Q.—And it is a very common com- 
plaint against companies by people 
saying at the end of the second five 
year period ‘‘I only got an increase of 
25 cents in my profits’? A.—Yes. 

Q.—That does not show a very clear 
understanding of the basis of the 
div‘sion of profits? A.—wNo. 

Q.—And if the agents could, as you 
say, explain these policies to the in- 
sured it would be better; do you carry 
on business down in Quebec? A.— 
Yes. 

Q.—You would have policies both 
in French and English? A.—Yes. 
-Q.—And that involves a good deal 
of literature and rates and so on that 
every company must have that carries 
on business in that way? A.—Yes. 

Q.—You have never yet gone out- 
side of the Dominion? A.—Yes, we 
do a little business in the colony of 
Newfoundland. 

Q.—How long have you been doing 
- it there? A.—About six or seven 
years. 

Q.—Do you give rates to persons 
who are going to climates where or- 
dinarily other companies charge high- 
er rates? A.—I think in one instance 
we did, we issued a policy on the life 
of a man living I think it was in 
Cuba. the West Indies somewhere; he 
was formerly from Halifax, and he 
was home on a visit, and was exam- 


Mutual Life. (R. Melvin, Ex’d.) 
(G. Wegenast, Ex’d.) 


ined there, and he had been there for 
quite a number of years, and our 
medical examiner thought that he had 
got thoroughly acclimatized, and we 
gave him a policy at the same rate 
we would charge here in Canada. 1 
do not know of any other case; we 
have had one or two instances of 
risks in the tropics, but.in thoses cases 
we used what is known as the Ameri- 
can Tropical Table, which shows a 
higher rate of mortality and based the 
net premium upon that, and added 
the same loading as we would have 
done upon our rate here; that is to 
say we constructed a special rate for 
those cases; and that is our practice 
at present. I do not think we have 
issued half a dozen policies all told 
of that kind, that is persons living 
in parts of the world where com- 
panies usually charge an extra pre- 
mium. I should just qualify that a 
moment. We have issued some poli- 
cies to missionaries goipg to India, 
but we limit those to 20 year endow- 
ment or less. I do not think we have 
issued altogether 15 or 20 policies 
of that kind, and I remember a good . 
many of them are medical missionar- 
ies, and the supposition was being 
medical men they knew how to take 
care of themselves, and being mission- 
aries they would not work very hard, 
and so we did not impose an extra 
premium. 

Q.—And did you not impose an 
extra premium on those? A.—No. 

Q.—The ordinary insurance man 
would think that an extra premium 
should be put on those in fairness 
to other policyholders? A.—We think 
the only effect that the climate might 
have would be to shorten their lives, 
and for that reason we limit them to 
20 year endowment. 

Q.—And you give them at the regu- 
lar rate? A.—Yes. Missionaries Mr. 
Tilley, as you may perhaps know,do not 
stay very long in these foreign coun- 
tries; they go for perhaps five years 
and then come back. 

Q.—Just in a line with what we 
were speaking about, here is a policy- 
holder who complains that for the 
past five years his dividend has only 
been 16 cents per annum? A.—Yes. 

Q.—That on investigation means 
that his dividend for that quinqnen- 
nial was 16 cents’ higher than the 
dividend for the previous quinquen- 
nial? A.—I suppose so; I have not 
the statement before me to verify it. 
but I have no doubt that is so. 
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Q.—That is to say—this was an 
annual one by the way, but the last 
year 1904 was $16.04, and the divi- 
dend for 1905 was $16.20, being a divi- 
dend of 16 cents, as the assured put it 
—that is the result of not understand- 
ing the -policy? A.—In connection 
with that policy here is a policyholder 
who complains—. 

Q.—I have not given the name of 
any particular policyholder; I am only 
bringing that out as a sample of how 
these policyholders do not understand 
their. policies; I am not saying that 
was a real complaint; I am just men- 
tioning that; it is not a proper com- 
plaint in any sense of the word, it is 
just an illustration of the policyhold- 
er not appreciating what this question 
of divisions of profits means? A.—I 
was going to make another point in 
connection with it, however it does 
not fit in with what you say. 

Q.—Must a cash value be applied 
for in your company within a certain 
time? A.—Yes sir. 

Q.—Within what time? A.—On the 
old form of policies within 12 months, 
and there are later forms under which 
the time is 6 months. 

Q.—And if he does not make the 
application within the six months now 
or 12 months before then he loses the 
right to a cash surrender value? A. 
—According to the terms of the 
policy. 

Q.—Does he lose all right to a 
paid-up policy for any amount, is it 
a complete lapse of the policy? A.— 
I think so. When such a policy, I 
am speaking now of the oldest form 
of policy under which application 
must be made within 12 months for a 
surrender value, in such a case the 
company would pay the paid-up policy 
which he obtained by applying for it 
within the 12 month, within which he 
may revive it or apply for the surren- 
der value—do I make myself clear. 

Q.—I think you do, you say within 
that :2 months the company would 
give him certain privileges? A. 
Yes. 

Q.—After the 12 months he would 
lose that privilege as well? A.— 
Yes. 

Q.—12 months and 138 days after 
the policy had elapsed what right 
would he have then? A.—None what- 
ever. 

Q.—Loss, because he did not apply 
for them? .A.—Yes. 

Q.—Does that same rule apply with 
vour policies now after the 6 months 
limit? A.—TI+ does on some forms but 
on others it does not. Up to the year 
1896 all policies issued were either on 
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the form under which 12 months was 
allowed within which to obtain a sur- 
render value—later or changed to 6 
months; in 1896 our company adopted 
a non-forfeiture scheme under which 
the surrender value was used to con- 
tinue the policy in force. 

@.—As term insurance? A.—No, 
it keeps the original policy in force on 
the plan originally— 

Q.—So long as the cash surrender 
ane is able to pay the premiums? 

A.—Yes, or a premium for not less 
than three months. You can see the 
reason for that: a man paying an 
annual premium of $20, and the sur- 
render value might be $19 and some- 
thing, and it might throw him out of 
nearly a year’s insurance, and we 
make it run a full number of years 
and not less than three months. 

Q.—That is in some of your poli- - 
cies? A.—Since 1896, in all policies 
excepting term, that is all policies 
have a cash surrender value. 

Q.—That right then exists in the 
insured at the time? A.—Yes, as soon 
as it acquires a surrender value. 

Q.—Has your company _ insisted 
upon this clause that all the privi- 
leges of the policy for which the man 
has been paying the money for years 
shall pass away from him merely he- 
cause he does not write a letter de- 
manding them? A.—In ordinary 
practice we carry out the terms of the 
policy, but cases have arisen where 
the circumstances appear to be some- 
what special, and those were referred 
to the Board, We, as officers of the 
Company say, here is the contract, 
you are a party to the contract just 
as much as the company, we will carry 
out the contract with that man just 
as it is provided; if he comes after the 
policy has lapsed and has not applied 
for the surrender value in time of 
course he has forfeited his right to 
any surrender value, but there may be 
extenuating circumstances. We refer 
these matters to the Board, and if the 
Board choose to make a special case 
well and good, but we as officers can- 
not undertake to do that. 

Q.—But the attitude taken by the 
Board is that after the 12 months have 
gone by the volicy must be treated 
as entirely lapsed? A.—Yes. 

Q.—That is the formal resolution? 
A.—Yes, that is the rule. 

Q.—Can vou tell me any possible 
reason why such a clause should be 
in a policy that the applicant must 
write you for his monev otherwise he 
loses that right? A.—It has been a 
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provision from time immemorial for 
all life policies. The only reason I 
can think of is that a company must 
know some time when its liability ter- 
minates on a contract; we cannot keep 
on indefinitely with that policy. 
Q.—Why not give the man in every 
case term insurance or continue his 
insurance so long as the cash surren- 
der value would pay for it, treat him 
as insured as long as his money with 
you would keep him insured, would 
not that be a good way? A.—If the 
company’s manager at the inception 
of the company had had the advan- 
tage of the experience of 36 years has 
given us there is no doubt that this 
non-forfeiture provision which was 
adopted in 1896 might have made 
a very attractive provision and a very 
fair one from the very beginning, no 
reason I can see why it should not 
have been done, but it was not done; 
in fact in 1870 the conditions imposed 
upon policyholders in most companies 
were very onerous indeed; it is only 
in recent years that conditions in life 
policies have become very much liber- 
alised; I see no reason why this non- 
forfeiture provision might not have 


with perfect safety been adopted at 


the very beginning of the company. 
Q.—If that was so what argument 
do you think could be used against a 
resolution of the,.Board to the effect 
that some provisions like that should 


be established in such cases rather’ 


than that the literal wording of that 
contract shall be enforced? A.—Of 
course a provision of that kind alters 
the contract; there are two parties to 
the contract. 

Q.--It alters it. in a way that the 
policyholder won’t object? A.—He 
might. 

Q.—Why? -A.—For this reason: 
assume a policy lapses and no appli- 
cation is made for surrender value 
for say three months, under the oper- 
ation of the non-forfeiture system at 
present if no application is made for 
surrender value within the 30° days 
we immediately treat the premium in 
default as a loan. 

Q.—You ‘need not do that for a 
vear under those policies that gave 
the insured a year, you could make a 
hiatus of a year? A.—No, we must 
have the premium in default; the 
premium must be credited on the com- 
pany’s books. The company cannot 
allow that volicy to go in default that 
way for 12.months and then charge 
the premium back. The premium in 
default must be either paid or charg- 
ed up against-the policy at least with- 
in thirty days. 
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Q.—You think then that some reso- 
lution of the Board which would be 
applicable to all policyholders alike, 
that in case of lapse occuring in that 
manner that instead of insisting upon 
the forfeitnre merely by reason of the 
failure to write you asking for the 
money, that that should not be en- 
forced; do you think that would not 
have been very proper? A.—It would 
provided the policyholders all agreed 
to it, but as I see it there are two 
persons to the contract. 

Q.—Did the directors consider that 
feature many times? A.—It seems to 
me that when the practice was adopt- 
ed in 1896 the question was under 
consideration but I do not remember 
—there was no action taken in so far 
as the business prior to that time was 
concerned, I know that, but I do not 
just remember what the view was, but 
1t seems to me amongst the legal gen- 
tlemen of our Board there was a diver- 
sity of view whether that could pro- 
perly be done. 

MR. LANGMUIR: Do you find that 
all these conditions are an incentive 
to promptitude as an insurance man; 
that is there are some people who will 
neglect to pay, but when they know 
they ‘must pay on a given day it is 
not an incentive to promptitude in 
payment’ A.—It is indeed. 

Q.—You find it so? A.—Yes. 

Q.—And do you think with such 
conditions that there may be a great 
many more lapses in policies? A.— 
I do not catch your question. 

Q.—There are some men very care- 
less? A.—Yes. 

Q.—Business men keep these things 
in a diary? A.—yYes. 

Q.—But there are others who do 
not? A.—Yes. 

Q.—If a man knows the date of his 
policy, and knows that there is going 
to be trouble, if he does not pay it is 
not an incentive to pay at once? A. 
-—Yes, that is the case. 

Q.—Is that a proper thing in an 
insurance business? (ACY 0S, 16-41 
essential, and I think the application 
of this non-forfeiture principle to our 
business since 1896 has rather tended 
to make people careless, because they 
say, well, if I do not pay promptly | 
mv policv is good anv how, the pre- 
mium will be charged up as a loan, 
and it has the effect of making people 
less prompt than the other system 
would have. 

Q.—Could you not do as they do 
in the bank, protest, give them the 
henefit: of the vrotest? A.—I do not 
think that would work out. 


1776 ~ ROYAL COMMISSION ON 


54th day, July 12, 1906. 


MR. TILLEY: Is this complaint re- 
garding policy number 16,267 of that 
naturer A.—The actuary says yes; 
I personally know nothing about it. 

Q.—The policy was issued on thea 
reduced premium plan; on the date 
of its lapse in 1900 there was an in- 
debtedness of $138.34, out of an ack- 
nowledged cash value of $362.70? 
A.—Yes. 

Q.—Making the net cash value 
$224.36? A.—Yes. 

Q.—And the guaranteed cash value 
according to the policy was $241.80, 
but the larger amount was what the 
company was actually allowing on pol- 
icies of that character? A.—You did 
not give the correct figure; a policy 
similar to this without the lien would 
have been entitled to cash surrender 
value of $362.20, but in that case he 
would have paid $51.96 per annum. 
instead of $31.97... This policy lapsed 
in 1901, and the actuary tells me that 
the first letter applying for the cash 
surrender value was in 1896, five years 
afterwards. 

Q.—It is one of that class, however? 
A.—Yes. 

Q.—It illustrates the principles? 
A.—Yes. 

Q.—And that value was lost to him? 
A.—Yes. 

Q.—Do you write to a man to keep 
him on your books when he has laps- 
ed? A.—Yes. 

Q.—Do you write him direct or 
through the agent? A.—We write 
him direct. : 

Q.—Without any previous enquiry 
from the agent as to health or habits? 
A —Yes sir. 

Q.—By a form of circular note? 
A.—Yes. 

Q.—Have you one of those here? 
A.—TI will get one for you. 

Q.—And any others that are sent to 
follow up. 

MR. RUBY: We have no followers. 

MR. TILLEY:Do you at any time 
before sending out that notice make 
any enquiry about him at all through 
the agent or any person else? A.— 
Not at all. 

Q.—Your object in sending the 
notice is what? A.—To reinstate the 
policy. . 

Q.—And‘ you send him that notice 
how soon after the lapseP A.—dAs 
soon as the agent returns the renewal 
receipt to us unpaid, which should be 
immediately after default occurs, and 
the agent of course has exhausted all 
his efforts in trying to collect the 
premium; then the receipt comes to 
the office.-and we send this circular 
letter calling his attention to the fact 
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that the premium has not been paid, 
and with the idea of getting into com- 
munication with him, drawing him 
out, let him write to us, and if he 
has a grievance or anything, or there 
is anything in any way we can keep 
the policy or make a_loan, or do any- 
thing, in fact, to keep it going, that 
is the object of that letter. 

Q.—You have money of his that you 
can use as a loan? A.—Yes, some- 
times. 

Q.—Do you tell him, ‘‘ You have a 
surrender value in the policy if you 
choose to apply for it’’? A.—We tell 
him that if he gets into communica- 
tion with us, but not in the circular. 

Q.—Why do you not say, ‘‘ If you 
choose to not go on with the policy 
we have some money belonging to you, 
but you must apply for it within the 
year’’P A.—That may be advisable, 
and I think we do so when we get 
into correspondence with him after- 
wards, that is, after he answers our 
circular letter. If he makes any sort 
of answer at all. We attempt to get 
into communication with him, and we 
give him all information about the 
policy, the cash surrender value and 
everything else. 

Q.—The point is to get~him on 
again as an insurer? A.—Yes, 

Q.—You are not anxious about his 
taking his cash value from you? A.— 
No, we are not as anxious as he ought 
to be. 

Q.—I suppose it is fair to say 75 
per cent. of the policyholders do not 
read their policies? A.—TI don’t know. 

Q.—Are you concerned about the 
percentage I use or don’t vou know 


‘ anvthing about the conditions that 


exist? A.—I do not know anything 
about it. Very few lavses occur that — 
have any surrender value at all, that 
is, the heavy lapse oceurs in the first 
and second vears, those occurring in 
the third and subsequent vears have 
a cash surrender value, and it is very 
rare indeed that a man will lapse a 
policy. 

Q.—A man that has made those pay- 
ments, IT sunvose that he knows more 
abont his rights? A.—This case here 
T wonld like to say is a very excep- 
tional case. T have no donht in the 
world every effort was made by the 
agent, and a circular letter was also 
sent by the company to this man with 
the idea of restorine to him anvthine 
that was in the policy. Tf he had 
written to us at all and asked for a 
loan, or asked us for a surrender 
value, or asked us, no doubt, for anv 
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kind of privilege to assist him in keep- 
ing the policy going it would have 
been done, but all effort to get into 
communication with the company 
failed; he absolutely threw the thing 
overboard and let it go for five years 
and now discovers— 

MR. LANGMUIR: Do you ascertain 
whether he is out of the country? 
A.—Yes, we try to find where he is. 

MR. TILLEY: That may be a case 
where there was a long delay, but that 
is an illustration of the rule that came 
to our notice, and that is the reason 
it is used; I am not using that as an 
illustration that probably there is no 
time when one should refuse to pay. 
You committed yourself to the news- 
paper regarding a person writing the 
other day did you catch the drift of 
that policyholder’s complaint, what 
mistake did -you think he had made? 
A.—He treated the increase in surplus 
as the surplus itself. 

Q.—That is just another illustration 
of the thing we were speaking about 
a few minutes ago? A.—Yes. 

Q.—He said his profits amounted 
to? A.—$24; whereas they were $400 
and something. 

Q.—It is just a misunderstanding? 
A.—Here is the circular letter. 


—Circular letter sent to _ policy- 
holder when policy is lapsing marked 
as exhibit 366. 


Q.—Would not it have been a nice 
thing for the manager of a mutual 
company, where they are all partners, 
just to say, ‘‘ You have a_ balance 
standing to your credit if you applv 
for it within the 12 months, if you do 
not go on’’? A.—Thank you for the 
suggestion, Mr. Tilley, we will think 
it over. 

—Proofs of death claims filed as ex- 
hibit 367. 

MR. GEARY: This is policy num- 
ber 4982, what strikes me about it is 
that there is a flat increase of 9 cents 
in each year; can you tell me how 
that was arrived at, it looks as if it 
was a rule of thumb? A.—It is not a 
rule of thumb; the dividend is actu- 
arially ascertained, but in the last five 
years we have made an increase of 
about what you say. 

Q.—This runs from 1898 to 1905, in- 
clusive, and in each year the increase 
has been exactly 9 cents? A.—You 
will notice the_history of that policy, 
the dividend was exactly the same for 
a number of years. That was due to 
the fact that we anticipated the time 
when we would change our reserve 
from 43 per cent. to 4 per cent. We 
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found that it was not possible to 
go on increasing the dividends, which 
were very large and so the Board de- 
cided to continue the dividend at the 
same amount until we changed our 
reserve to 4 per cent. basis. All this 
has been explained to the _ policy- 
holder. 

Q.—This, of course, is all since 
1898? A.—I am coming up to that; 
and I think it was in 1895 we changed 
our reserve to 4 per cent.; for three 
years after that we continued the 
same dividend. In view of having 
made that change it took $125,000 to 
change our whole business to 4 per 
cent. basis. 

Q.—That is an Actuaries 4 per 
cent., not the Hm? A.—The Actu- 
aries 4 per cent.; that was done in 
1895, and it took $125,000 to change. 
We were compelled to continue the 
dividends after the change at the 
same rate; since then we have found 
we can make a slight addition equal 
to about one per cent., and which has 
since been done. 

Q.—The nine cents per year is prac- 
tically an arbitrary amount? A.— 
Yes. 

Q.—It is not that it is a mere coin- 
cidence that the actuarial division 
happens to be that in each year? 
A.—No, it is an arbitrary amount we 
fixed on that we could afford to in- 
crease these old dividends, and of 
course it applies onlv to the old noli- 
cies on the annual dividend plan. 
which comprise about 15 per cent. of 
the total business of the companv. 

Q.—Those are all treated in this 
precise way? A.—Yes. 

Q.—There is policy 4153 for $2,000, 
which you have also increased at the 
rate of 9 cents per thousand? A.— 
The same argument applies here all the 
wav through. 

MR. RUBY: While that addition is 
more or less of an arbitrary nature it 
is based upon an actuarily calculated 
dividend. Annual dividends will 
either increase or decrease each year, 
they will increase or decrease in a cer- 
tain ratio, and the result that has 
heen obtained there is simplv that the 
dividend has been increased on that 
particniar ratio. 

© —Yon can average it? 

—Mr. Ruby answers the questions 
till a change is indicated. 

A.—Yes, the dividend that was 
allotted to that policy is practically 
the exact earnings of the policy less a 
smal] portion set aside for the pur- 
pose of increasing the reserve. 
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Q.—And that portion that you set 
aside has been what you had less 9 
cents each yearP A.—Yes. 

Q.—And you have set that aside 
each year without applying it to any 
particular fund? A.—It is held in 
the surplus fund for the purpose of 
increasing that reserve. 

Q.—But not put into a special in- 
crease of reserve fund in the surplus? 
A.—No. 

Q.—There is a complaint of this 
man to the effect that he has never 
received proxies or reports? 

—Mr. Wegenast answers the ques- 
tions till a change is indicated. 

A.—That is a mistake. 

Q.—Well, you say in explanation, 
you decided to give him nine cents out 
of the amount to his credit and carry 
the balance to reserve? A.—Yes. 

Q.—To what will be a fund for the 
increase of the reserve on the policy? 
A.—Yes. 

Q.—You changed in 1895 from a 44 
per cent. basis to 4? A.—Yes. 

Q.—Is that the Actuaries 43 per 
cent. basis? A.—It is known as Com- 
bined Experience 4 per cent. 

Q.—The amount required under the 
Actuaries 4 per cent. table is a little 
larger than that required under the 
Hm 43, slightly less than that re- 
quired under an Hm; that is, you 
have not brought your reserves up to 
an Hm 4 per cent. basis? A.—The 
difference is very small, but vou are 
mistaken in saying that the difference 
between the Actuaries 4 and the Hm 
431 is slight; it is very considerable; it 
required $125,000 to change our busi- 
ness. 

Q.—I know in the aggregate, and in 
your particular case it required $125,- 
000? <A. Yes. 


Q.—And that was transferred in 


1895? A,—Yes. 

Q.—Have you calculated how much 
is required to put your business on 
the basis required for 1910? A.—We 
are already under the basis required 
for 1910, that is, we are on a 4 per 
cent. basis for our old business and 34 
per cent. on the new, and three even 
on some. 

Q.—Which was not required, of 
course? A.—No. 

Q.—Is your fund pretty nearly large 
enough to meet the change when you 
decide to make it? A.—No. 

Q.—How much of vour old business 
written prior to 1900 is stil] required 
beyond what is in your surplus to 
bring that reserve on that business up 
to the basis required in 1910? A.— 


The company’s business is already | 
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upon the reserve requirement of 1910. 
The Act provides that in 1910 all 
business issued priod to 1900 shall be 
valued on a 4 per cent. basis. 

Q.—Hm? A.—Any standard table, 
and our business is already on that 
standard. The only change we have 
to make in our reserve is the one in 
1915. We make periodical valuations 
upon the standard which we will ulti- 
mately require in order to see how we 
stand, how our surplus funds are pro- 
gressing, and how we are getting on 
towards making that change. Your 
question is what amount of reserve 
will it take to make the ultimate 
change in 1915; it will take $345,- 
055.62, as at the end of 1905. 

Q.—That is still required to be 
added to your fund, or have you the 
greater part of that in hand? A.— 
We have that all on hand. 


Q.—It will not be necessary for 
you to set anything further aside 
from now on? A.—Well, yes, you see 
no company wants to have its surplus 
reduced so as to be just barely sol- 
vent; if we were to make the change 
at once it would take a very large 
sum of money out of surplus and 
transfer it to reserve, and still leave 
the company solvent; still we have no 
capital stock behind us which- we can 
convert into surplus as the _ stock 
companies do, and therefore it would 
appear if we would make the change 
now, the ultimate change, that our 
surplus account would be very seri- 
ously depleted, for that reason we do 
not think it advisable to make the ~ 
change at once, but to take sufficient 
time, perhaps five or six years longer 
until the company would have a very 
substantial surgtus over and above 
the ultimate reserve required, and in 
the meantime we are taking care 
of our surplus with the view we are 
building it up, keeping that in view; 
that is the only way in which we are 
treating this subject; meantime we 
cannot shut our eyes to the fact that 
this reserve must be made and we 
must keep a certain amount of our 
earnings every year in reserve with 
that object in view. 

Q.—And really that fact is at the 
basis of just such a complaint as I 
have given you here? A.—Yes. 

Q.—These people not understanding 
they do not appreciate the fact that 
the reserve has to brought up to that 
basis is 1910 or 1915? A.—No. 

Q.—However inadvisable now it 
would be in your opinion have been 
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much less advisable to have made the 
change in one swoop at the time of 
the passing of the Act? A.—Yes, I 
think that would have been a mistake. 


Q.—Your experience has shown you 
you can gradually build up your re- 
serve out of your surplus earnings? 
A.—Yes sir. 


Q.—And the effect on your policy- 
holders under that procedure makes 
the reduction in profits less than 
it would have been had you made 
the whole change at once? A.—Very 
much so, as a matter of fact we made 
no reduction in our profits at all; 
as I explained a few moments ago, 
we did resort to keeping the profits 
the same for a number of years, we 
said, ‘‘we do not care to reduce the 
profits, but if we can keep them at 
the same figure we will do that as 
long as we can, and then increase 
them,’’ and that is exactly what we 
have done. We found we were able 
to do that, make the change from 43 
to 4 per cent., and it is our aim to 
“ultimately reduce all our business to 
34 per cent., and endeavor to carry 
out the same idea. 

MR. MELVIN: I might state that 
I think all our policyholders mostly 
understand this, or ought to under- 
«stand it already, because every an- 
nual meeting since the year that they 
proposed to raise the reserve, which 
we never asked for, I have stated 
myself distinctly at every annual 
meeting, and in every annual report 
we have sent out we have stated so 
distinctly, that we did not intend to 
reduce, but to continue the scale of 
distribution already in existence, but 
with no reference to any increase 
for the present, and not a man of 
our policyholders if they read our re- 
port but will know that I distinctly 
stated that so far as we were con- 
cerned that we would continue the 
same distribution of surplus that we 
had done in the past in order to meet 
this. 

MR. GEHARY: Q.—I understand 
you did not take an active part of 
the procuring of the legislation in 


» 1898 with regard to the change of re- 


serve basis? Az_Now IS took>e no 
active part in it; I did in so far as 
getting some enlarged powers of in- 
vestment were concerned. We had 
very narrow powers of investment un- 
der our Act of incorporation, and we 
felt we should have wider powers, 
and to that extent I did assist in get- 
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ting the Act changed. In so far as 
the question of reserve is concerned 
I did not agree with the conclusion 
reached; the Act went much farther 
than I thought was necessary, and in 
that view there are a number of other 
managers who concur with me, but 
we were overruled in some way or an- 
other, and the Act finally went much 
further than we thought it should 
have gone. It was my view then, and 
it is my view now quite as strongly, 
if not more strongly, that the re- 
serve upon old business issued prior 
to 1900 might have been left at 4 
per cent. without any prejudice to 
the rights of policyholders or to the 
security of policyholders, that in as 
much as the premium rates charged 
prior to that time were based in most 
cases on a 4 per cent. table, and in 
many cases on 44 that it was inad- 
visable to adopt so high a table as 
31, because it could not help but in- 
terfere with profits. Fortunately our 
company was able to make the first 
step without any serious interference 
with profits; whether we can do that 
in the last step without making any 
reduction remains to be seen, because 
only the company’s experience and the 
profit earnings in the future can de- 
termine that. No man can say that. 
But I say the security to policyhold- 
ers would have been quite ample if 
the reserve had remained at 4 per 
cent. 

Q.—Experience has proved you were 
right in that? A.—I think so. 


Q.—Those companies desiring that 
particularly I suppose could have 
done it, each one in its own office? 
A.—Yes. 

Q.—And let the rest of you alone; 
you had an accident in that grave- 
yard case you spoke of; does that 
thing occur very often in ycur ex- 
perience? A.—No. 

Q.—Have you reason to suspect it? 
A.—No. I am very happy to say that 
that is a very rare occurrence, 

Q.—Is it a fact that insurance com- 
panies are together on a list of medical 
referees, have they been discussed so 
far as to put some of them on a black 
listP A.—I really do not know. 

Q.—You never heard it? A.—I may 
have heard it, and if I did I would 


‘pass it over to the medical director 


and let him deal with it. I do not 
charge my mind with it. If there is 
any such thing I do not know. 
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Q.—One other question I wanted to 
get from you; you refer to your ratio 
of operating expenses in your reports? 
A.—Yes. 


Q.—Is that a reliable guide as to the 
expense of running a company? A.— 
You mean the ratio of expense to in- 
come? 


Q.—To premium income; yours is 
the total income? A.—No, that is not 
altogether fair; it may be said that 
a comparison can be instituted as be- 
tween companies about the same age, 
same size, doing about the same 
amount of new business, and having 
about the same amount of old business 
in force, there is a sort of parallel be- 
tween such companies, 


Q.—It looks well in your report? 
A.—It certainly does, and in saying 
what we say we are only following 
what other people are saying. 


Q.—I suppose you do not believe in 
legislation limiting the amount of 
business an insurance.company may do 
ina year? A.—No, I think that is un- 
necessary in Canada. 


Q.—You do not think we have arriv- 
ed at the point here? A.—No. 

MR. TILLEY: There is one 
matter I want to speak to you about, 
and that is the form of policy you is- 
sue, where you indicated that the 
premiums might ultimately be wiped 
out, that is the same form as the one 
that we referred to before I think? 
A.—Yes. 

Q.—The way the clause as to pay- 
ment of premium reads is this: ‘‘In 
consideration of payment to the said 
company of the said reduced premium 
Oren dollars, subject to reduction by 
dividends before or during the month 
of July in each year during the life 
time of the assured or until the divi- 


dend shall cancel the premium?’ A. 
—Yes. 


Q.—That led the insured to believe, 
and I suppose the company believed 
the premiums would be wiped out by 
the profits? A.—AIl I can say about 
that is this, the former manager of the 
company is responsible for that form 
of policy; when I was appointed 


Q.—How do you describe that pol- 
icy? A.—It is in all our participating 
policies; when I was appointed mana- 
ger to succeed Mr. Hendrie one of the 
first things I did was to revise our pol- 
icy forms, and I left that out. I think 
Mr. Hendrie was perhaps a’little san- 
guine in his expectation as to what 
the dividends might be in the future, 
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and a time might come when dividends 
will cancel the whole of the premium, 
but it is a most unusual thing in a 
policy, and I think might better have 
been left out. 

Q.—How were the premiums to be 
cancelled; I notice that in your rate 
books issued early in the company’s 
experience, at any rate back as far 
as 1891, it describes the two ways: 


Ist. The usual way is to pay the 
annual premium during life, or until 
the surplus makes the policy self-sus- 
taining—the premium having gradual- 
ly decreased by the application of sur- 
plus till paid up. Thereafter the ex- 
cess of surplus will be paid in cash to 
the assured till his death, when the 
assurance will be paid to his benefic- 
iary.”” 

That would indicate to the assured 
that the surplus would go on increas- 
ing so rapidly that notwithstanding 
it was applied towards the reduction 
of his premium it would ultimately 
becomes so great as to probably give 
him a cash surplus over and above 
that? A.—Yes. 

Q.—That was rather encouraging? 
A.—Yes. 

Q.—The second method is as fol- 
lows: ‘‘The full annual premiums may 
be paid until the accumulation of re- 
serve, surplus and interest together 
amount to the ‘Single Premium,’ then 
no further premiums are required, and 
the surplus will be paid to the assured 
during the ramainder of life.’’ ‘That 
second method provides a way whereby 
the fund is not used in a temporary 
reduction of premium as it progresses, 
but is rolled up until it wipes out the 
premium and there is no premium to 
pay? A.—No. The dividend it re- 
tained by the company at interest 
and accumulated until it together with 
the reserve under the policy equal 
the single premium to make it a paid- 
up policy. Then the policyholder has 
the option of surrendering the con- 
tract and getting a paid-up policy for 
it; as a matter of fact we have had 
such policies. : 

Q.—The policies that were issued 
on that plan did not have their prem- 
iums extinguished? A.—No. 

Q.—That clause never became oper- 
ative? A.—I say the highest dividend 
that was ever paid was about 60 per 
cent. of the premiums. 

Q.—What way was it intended your 
surplus should be used to extinguish . 
the dividends, which of these two ways 
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described in the rate book? A.—The 
second method. 


Q.—That is to say it was to be held 
by the company? A.—Yes. 

Q.—And added to the reserve? A.— 
Yes. 


Q.—Not used in reducing by pro- 
gressive steps the premiums? A.—No. 


Q.—Is not the way that policy reads 
entirely misleading them in that re- 
gard? A.—You have not got a form 
of that kind of policy before you, at 
least I don’t think so. 

Q.—Here are the two ways described 
in the rate book? A.—Yes. 


Q.—Which of these two ways would 
the agent use when describing the 
policy? A.—Hither way, according to 
the method in which the profits were 
to be taken. 

Q.—Which way was it to be taken 
in this policy? A.—The first way. 

Q.—Because this goes on to say the 
profits shall be used in that way in 
that policy? A.—Yes, which of course 
could not occur in the second way. 


Q.—What about the policies you is- 
sued where the premium was to be 
wiped out in the second way? A.— 
We have had a few such policies where 
the dividend 


Q.—Did they amount to much? A. 
—Oh no, not many, a few of the very 
first policies were issued in that way, 
that is the second method you have 
described, namely the profits were left 
in the hands of the company, we ac- 
cumulated them, at interest, and when 
the ‘reserve and accumulated profit 
fund together amounted to the single 
premium required to make that policy 
a paid-up then the man ceased paying 
the premium and the contract was 
changed to a paid-up contract. 


Q.—All the complaints from policy- 
holders regarding profits seem to be 
more from policyholders who have de- 
ferred dividends ‘rather than from 
those who have annual dividends, is 
not that so? A.—wNo, the old policy- 
holders who have had very heavy divi- 
dends are the fellows who are com- 
plaining that they are not increasing 
still faster, and any one who has any 
knowledge of dividends and the history 
of other companies with dividends will 
tell you the dividends we are paying 
to the old annual dividend policyhold- 
ers, the original business, are very 
high. 

Q.—Considering present conditions? 
A.—Yes. 
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Q.—One other point; referring to 
the salary of the President this morn- 
ing we referred to an increase in 1898 
and an apparent increase in 1897, the 
explanation of that I believe to be that 
the 1897 was the year in which he was 
appointed President? A.—Yes. 

.—And during that year he would 
draw the remuneration of president 
for only a portion of the time? A.— 
Yes, for three months. 

Q.—So that it was not an increase 
in 1897 and another one in 1898? A. 


—No. 

MR. TILLEY: We have a letter 
here received regarding another policy 
and Mr. Wegenast has promised to 
give us full information, and it can 
be investigated later. That completes 
all we have to ask the company for the 
present, although probably we will 
have other persons connected with the 
company in other matters later. 

MR. GEARY: There is a statement 
which Mr. Hilliard was asked about, 
and Mr. Hilliard now tells me of it, 
I think it is a case where some special 
privilege was given, and at his request 
aa annual distribution of profits made 
instead of the usual quinquennial. This 
at first, at the end of the first quin- 
quennium netted the insured a larger 
reduction than he would otherwise 
have had, but Mr. Hilliard claims this 
would be made up in quinquenniums. 


JUDGE MacTAVISH : We can get 
explanations afterwards if necessary. 
Before we adjourn I would like to ex- 
press, on behalf of the Commission, 
their very high appreciation of the 
accommodation which has been provid- 
ed for them here while conducting this 
Inquiry. You have not only looked 
after the comfort of those immediate- 
ly. connected with the Commission, 
but you have not overlooked the con- 
venience of the public who are inter- 
ested in what we have been discuss- 
ing here. After all this is not a 
matter of surprise to us, who as 
strangers have had ‘the privilege 
of seeing your beautiful town for 
the first time. The neatness and 
good taste which are apparent on 
every side indicate the progress and 
thrift of its citizens. Whatever you 
do you certainly do well. As to the 
Insurance Companies what we have to 
say about them we will reserve until 
a future date. 

The Commission adjourned at 4.30 
p-m., Thursday, July 12th, to meet 
at the Court House in Hamilton, ati 
10 a.m., Friday, July 13th, 1906. 
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FIFTY-FIFTH DAY. 
MORNING SESSION. 


Hamilton, Friday, 
July 13th, 1906. 


THE FEDERAL LIFE INSURANCE 
COMPANY. 


10 a.m. 


MR. TILLEY: I propose to take 
up the Wederal Life this morn- 
ing, your honors, and I call Mr. Dex- 


ter. ft think, probably, it will be © 


convenient if we swear the Manager 
and the Actuary both. Mr. Haslett 
appears for the company. 

JUDGE MacTAVISH: You may 
swear them both, Mr. Tilley. 

DAVID DEXTER, sworn: 

FRANK BROUGH, sworn: 

MR. TILLEY: Mr. Dexter, what 
position do you occupy in the Feder- 
al Life? A.—President and Manag- 
ing Director, (Mr. Dexter continues 
to answer until a change is indicated.) 

Q.—How long have you occupied 
those positions? A.—Managing Di- 
rector since the organization of the 
Company, twenty-four years ago. 
President for the last three years. 

Q.—You have been associated with 
the company ever since it has been 
called by its present name? A.— 
Yes, and previously. 

Q.—What was the name of the 
company originally? A.—The In- 
dustrial and Commercial Life Insur- 
ance Company. 

Q.—Incorporated by what Legisla- 
ture? A.—By the Ontario Legisla- 
ture in 1874. 

Q.—A private Act of incorporation? 
A.—Yes. 

Q.—I put in the Act of Incorpora- 
tion of the Industrial and Commer- 
cial Life Insurance Company of Can- 
ada which was passed in the year 
1874 (Filed as Ex. 368.) Exhibit No. 
369 will be a copy of the Act of In- 
corporation and the by-laws of the 
Federal Life Insurance Company. 
The Act of the Dominion incorporat- 
ing the Federal, under the name of 
the Federal, was passed in the year 
1898. On the first page of the pam- 
phlet containing the original Act of 
Incorporation there is an historical 
statement of the legislation. Their 
different Acts and licenses are refer- 
red to in different portions of the 
pamphlet and without going over the 
Act in detail, as there was an Act 
of the Dominion Government later, I 
would just ask what the main fea- 
tures of this original Ontario Act 
were as distinguished from the pre- 
sent legislation whereby companies are 
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incorporated? A.—Well, the origin- 
al Act varied in many respects from 
the present Act. It gave very much 
wider powers of investment than the 
Act given us by the Parliament of 
Canada, but under a license from the 
Insurance Department of Canada of 
course we were allowed to do business 
Q.—By Section 30 I see the form 
of the returns that you were to make 
to the Lieut.-Governor and the Legis- 
lative Assembly of the Province of 
Ontario; the Schedule under No. 1. 
Amount of premiums received during 
the year on risks effected less 25 per 
cent., and the net amount of losses 
actually paid. Why is that section 
put in that way, do you remember? 
A.—I don’t remember. A report to 
the Department of Insurance of On- 
tario was waived on account of our 
license from the Department of the 
Dominion of Canada, and we were 
never-required to make a report. 


Q.—That is in accordance with the 
usual rules that so soon as you take 
out a Dominion License you would be 
relieved from any obligation to make 
a return to the Ontario Legislature? 
A.—Yes. . 

Q.—That has been common through- 
out, but the way that first clause is 
worded made me ask you why ‘‘the 
amount of the premiums received dur- 
ing the year on risks effected less 25 
per cent. and the net amount >of 
losses actually paid??? A.—I have 
never taken that~into account be- 
cause we had nothing to do with 
making a report on that basis. . 


Q.—Then, probably, it is not worth 
while following it up, but had it any- 
thing to do with the nature of the 
policies issued by that company? A. 
—I think not. I don’t know the 
original design of the incorporators. 
I purchased the Charter from the par- 
ties who originally obtained incorpor- 
ation and immediately took steps to 
get a Dominion license after the or- 
ganization. 

Q.—Then for how long, or up to 
what time did you work under that 
Charter? A.—Up to January 1898. 

Q.—And you always made your re- 
turns to the Dominion Government? 
A.—Yes. 

Q.—Then the capital stock author- 
ized by your Act amounted to what 
sum? A.—$700,000 in 7.000 shares. 

Q.—Was that all subscribed? A. 
—Yes. _ 

Q.—You were the holder of a sub- 
stantial amount of the stock?  Ori- 
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ginally you had 100 shares in your 
own name back in 1891? A.—Yes. 


Q.—And then you had 50 shares in 
trust? A.—Yes. 


Q.—Haal you any other shares that 
were in reality your property, stand- 
ing in the names of any other share- 
holders? A.—In 1891. 

Q.—Yes? A.—I think not. 

Q.—The stock at that time was fair- 
ly well distributed? A.—Yes. 
~ Q.—There was no control, or was 
there? A.—No, there was no con- 
trol. 

Q.—If there was no control by a 
private individual was there any con- 
trol by any group or set combined 
together by either relationship or 
as directors or in any other way? A. 
—No, I think not. 

Q.—There was no control at all? 
A.—No. 

Q.—Just a scattered capita] stock. 
Then how soon after that did you 
commence to acquire stock in thle 
company more largely? A.— I think 
about 1892 I began to purchase some 
aS of stock in addition to what I 

ad. 

Q.—You issued the stock, did you, 
and had it subscribed to 1882? A.— 
1882. 

Q.—Now between the year 1874 
when the original Act was passed, 
and the year 1882, what had been 
done about this Charter? ‘AS —Lt 
was lying dormant, nothing done. 

Q.—Just the Act had been passed? 
A.—Yes. 

Q.—There had never been subscrip- 
tions for stock? A.—No. 

Q.—Tell me then the means by 
which you obtained the control of 
matters? A.—Well, knowing the 
Charter was in the possession of the 
parties who originally obtained it, and 
being desirous of organizing a com- 
pany, I purchased their interest in 
the Charter and organized. 

Q.—That is to say you bought the 
right to use the Charter from the 
person. who had paid the promo- 
tion expenses, I suppose? A.—Yes, 
that was it. 

Q.—Did you commence buying the 
stock with the idea of obtaining con- 
trol of the capital stock? A.—No, I 
purchased because the _ stock, TI 
thoucht, was selling at a very mod- 
erate price at the time. 

Q.—You thought it was a good in- 
vestment?. A.—A good investment. 

Q.—On what basis did you issue the 
stock; did you add any premium 


Federal Life, 
(Mr. Dexter, Mr. Brough, Ex’d.) 


to the amount of the capital? A.— 
No. 


Q.—That was not an idea that was 
prevalent then? A.—No, it was not. 


Q.—Had you been in the insurance 
business before, Mr. Dexter? A.— 
I had had very little experience in 
the insurance business before. 


Q.—Did you know the troubles and 
difficulties of getting an insurance 
company organized? A.—I was not 
as well acquainted with them as I 
was subsequently. 

Q.—You got some experience? A. 
Yes. 

Q.—Did you fear the trouble you 
would have about putting up the re- 
serve, making a Government deposit 
and so on in the early stages of the 
company’s experience? A.—I don’t 
think we feared it. 

Q.—Did you consider whether you 
would have impairment of capital? A. 
—I asumed that we would have an 
impairment of capital, yes. 

Q.—When you commenced you knew 
that?  A.—Yes. 

Q.—You anticipated that? A.— 
Yes. 

Q.—I suppose it was the same then 
as now, there was no way of commenc- 
ing a company without having im- 
pairment of capital unless it got 
money in some way that it did not 
call capital? A.—Quite so. 

Q.—And your company at the time 
you organized it did not get any 
money that was not called capital? 
A.—No, we had no preliminary ad- 
vances of premium for expense pur- 
poses. 

Q.—Subject to what call did you 
issue the stockP A.—10 per cent. 
originally. 

Q.—Was it expected that you would 
not make any further call on it? A. 
—At that time it was. 

Q.—You thought you would be able 
to carry on the company without mak- 
ing any further demand on those 
shareholders ?. A.—Yes, the. object 
was to obtain enough money to make 
the deposit with the Insurance De- 
partment at Ottawa. 

Q.—How soon did you realize that 
the call of 10 per cent. would not 
be sufficient? A.—I don’t think that 
we realized that it, was insufficient, 
but we thought it would be better to 
have a larger amount paid in; it 
would look better and we could make 
a larger deposit with the Insurance 
Department if we chose. 
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q@.—So that it was more a matter 
of expediency than necessity? ~A.— 
Yes, expediency. 

Q.—Did you make a further call on 
the stock originally issued before you 
issued new stock? A.—Yes. 


Q.—Or did you issue new stock 
first? A.—We made a call of 3 per 
cent. before that, some years before. 


Q.—Then your first demand upon 
your shareholders was for 10 per cent. 
of the original organization in incor- 
poration? A.—Yes. 

Q.—And then you asked for 3 per 
cent.? A.—8 per cent. afterwards, 
yes. 

Q.—Then what was the next step 
you took as between the company and 
its shareholders? A.—As to capital? 

Q.—Yes? A.—In December, 1900, 
we decided to increase the capital 
to a million dollars by the issue of 
3,000 new shares, 

Q.—That would bring the amount of 
the subscribed stock up to a million 
dollars? A.—Yes. 

Q.—What condition of affairs de- 
cided you to do that? A.—I think our 
object was principally that in com- 
petition with the other companies it 
would appear better to have a million 
dollars of capital and something over 
$100,000 of paid up portion of it.— 

Q.—That is to say you regarded it 
as good advertising to be able to 
show a substantial capital stock and 
a substantial amount paid up? A. 
—Yes, that was practically the rea- 
son why. ; 

Q.—Are you still of the same opin- 
ion that that was good advertising? 
A.—Yes. 

Q.—You think the public prefer to 
deal with a company that has a sub- 
stantial capital stock? A.—Yes, I do. 

Q.—And that they do not take the 
view that because there is a large 
capital stock that that diverts money 
from policyholders to shareholders? A. 
—Well, I should hardly say that a 
million of subscribed capital with 
$130,000 of paid up capital was a very 
large amount of capital stock. 

Q.—I am not in any way criticiz- 
ing your amount; I am trying to find 
out how the public regard capital 
stock, from you as an insurance man? 
A.—Oh, I am of the opinion that the 
amount of capital subscribed, a mil- 
lion of subscribed capital, was a very 
reasonable amount and would give 
confidence to the public. 

Q.—Then do the public look upon 
that with regard to the stability of the 
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company, is that the point of view? 
A.—Yes, I think so. 

Q.—You think a man you are going 
to insure will be impressed by the fact 
that there is that capital stock in your 
company; is that right? A.—I think 
50. 

Q.—Then you would not take the 
view that it would be advisable, as 
soon as a company did not need the 
capital stock, to have the capital stock 
cancelled and turn the company into 
a mutual company? A.—I would not. 

Q.—You would not, I suppose, being 
a shareholder, but how would you say 
the public would view that from your 
experience in dealing with them? A. 
—I should say the public would view 
it in the same light. 


Q.—You think that they regard it 
as a benefit to have reasonable capital 
stock? A.—A reasonable amount, yes. 


Q.—You would not favor mutual 
companies? A.—I do not. 

Q.—Besides, then, the idea that it 
would increase your prestige with the 
public, what was the immediate object 
of bringing that about; were you in 
need of funds? A.—No. 


Q.—Did you issue that stock at a 
premium? A.—We issued it at a 
premium. 

Q.—What call did you make upon it? 
A.—We made a call equal to what had 
been paid on the previous stock, 13 
per cent., and an additional $5.20 per 
share as a premium. 

Q.—How did you arrive at the 
$5.20? A.—A 40 per cent. premium 
on the amount paid up. 


Q.—That is to say, you took 40 per 
cent., added to the $100 share, made 
$140, did you? And then 13 per 
cent. of the $140—or you took 40 per 
cent. of the amount paid up on the 
stock? A.—Yes, 40 per cent. of $13. 

Q.—I suppose some other companies 
had established this method of asking 
for premium on stock prior to that? 
A.—Yes. a 

Q.—And you were following, not 
leading, in that regard? A.—We 
were following, yes. 

Q.—Why did you issue it at a 
premium? A.—First, because we con- 
cluded the company was in a position 
to warrant it, and secondly, because 
we wanted to increase our surplus to 
that extent. 

Q.—Had you any impairment at 
that time. 1900? A.—Yes. 

Q.—Probablv the actuary will tell 
us what impairment you had? A.— 
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Was there an impairment at that time, 
Mr. Brough? 

MR. BROUGH: I think not. 

Q.—You can look that up. Mr. 
Haslett thinks you are confusing the 
year 1890 with the year 1900. A.— 
Oh yes, that is right. No, we had uo 
impairment at that time. 

Q.—In the year 1890 you had? A. 
—Yes. 

Q.—In isuing that stock at a 
premium had you any idea in your 
mind that as between the old and new 
shareholders it was fair that a 
premium should be added by reason 
of the old shareholders not having 
received dividends all this time on 
their stock? A.—That was a very rea- 
sonable conclusion. 


Q.—Was that present to your mind 
at the time? A.—That was present 
also. 

Q.—That it was only fair that they, 
to put themselves on an even footing 
with the old shareholders, should pay 
a little more? A.—Yes, the old share- 
holders had received but little divi- 
dend up to that time. 


Q.—What rule did you establish as 
to selling that stock, did you issue 
it to the public? A.—No, we allot- 
ted it in proportion to the old share- 
holders. 

Q.—Giving each shareholder notice, 
did you? A.—Hach shareholder regu- 
lar notice, yes. 

Q.—That the stock was increased 
and that he could take up his pro- 
portion. How many shares had you 
in the capital stock at that time, 
1900? A.—336, I think. 


Q.—Was that standing in your own 
name or in your own name in trust? 
A.—Principally in my own name. I 
think 321 in my own name, and 15 
shares in trust. 

Q.—What is the meaning of that 
‘Cin trust’? account of stock, Mr. Dex- 
ter? A.—The trust account of stock, 
in that particular case, I don’t re- 


member. A small amount. It may’ 


have been to secure some loan or 
something else, for all I know. 

Q.—I see that you did sometimes 
lend money on Federal stock? A.— 
Only in one instance, I think, and 
that was to secure an advance to an 
agent. 

Q.—Did you ever use the company’s 
money in connection with any of this 
capital stock that has, from time to 
time, been in your name? A.—No, 
never. _ 

Q.—Hither in your personal account 
or in trust? A.—Not at any time. 
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Q.—Have you ever held stock for 
other persons where the company'b 
money has been used to finance the 
transaction? A.—WNo. 

Q.—No shareholder has ever got 
any benefit from financial assistance 
from the company in connection with 
the stock? A.—In no case. 

Q.—Then did you get your propor- 
tion of that capital stock, Mr. Dex- 
ter? A.—Yes. 


Q.—Did all the shareholders take 
up their stock? A.—Not all of them. 


~ Q.—What amount was not taken 
up? If you do not know we will 
leave that in the meantime. Give 
me a statement of the impairment 
you had from the beginning of the 
company to the present time, year by 
year; can you do that? A.—No, I 
could not do that. 

Q.—Then without that particular- 
ity? A.—We had an impairment at 
one time of $40,000. 

Q.—In 1890, was it not? A.—Yes, 

1890. : 
Q.—How did you make gvod that 
impairment ? A.—It was partially 
made good by a contribution from 
certain shareholders. 


Q.—Who are they? A.—By Mr. 
J. S. Beatty, Mr. H. Aikins, William 
Kearns and Dr. T. H. Wilson. 

Q.—And in what amounts, Mr. 
Beatty $10,000? A.—Mr. Beatty and 
Mr. Wilson $10,000 each. 


Q.—And Dr. Aikins 
Kearns? A.—$2,000 each. 

Q:>—That made in all? A-~—$24- 
000. 

Q.—Was that done under a formal 
agreement? A.—An agreement be- 
tween some other shareholders and 
themselves, yes. 

Q.—Have you the agreement here? 
A.—Yes. 

Q.—The agreement you refer to now 
is dated the 4th March, 1890. (Read 
and filed as No. 370.) That agree- 
ment then is signed by a number of 
shareholders. Probably you know the 
signatures better than I do and you 
might read the names of the parties 
to that agreement? <A.—James H. 
Beattie, W. Kearns, T. Holtby, W. 
Burns, David Dexter, John Potts, 
William Williams, M. H. Aikins, D. 
T. Whittle, William Kettle, D. G. 
Sutherland, John Wakefield, Thomas 
Morris, Thomas Blanchard, Nelson 
Howell, Hugh Moore, T. H. Wilson, 
William McCraney, R. H. Giles, T. 
R. Howell, H. Sutherland, 


and Mr. 
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Q.—Endorsed on the agreement is 
a receipt dated 24th July, 1893, and 
a subsequent receipt of March 9th, 
1895. Then attached is an acknow- 
ledgment, signed by Beattie, Wulver- 
ton and Aikins. How did Mr. Wol- 
verton become one of the persons 
to give a release? A.—There was an 


assignment of an interest. Mr. Wol- » 


verton bought out an interest of one 
of the others. 

Q.—Which one, Mr. Wilson? A. 
—Mr. Kearns. 

Q.—Then there is no receipt here 
by Mr. Wilson; was he paid? A.— 
There is a subsequent bond after that. 

Q.—I see this has been made an ex- 
hibit to a declaration, has it not? 
A.—We furnished the Insurance De- 
partment with a copy of it. 

Q.—The Insurance Department de- 
manded a copy of it? A.—Yes._. 

Q.—That document was put through 
in March, 1890, and was the money 
received at that time? A.—Yes. 

Q.—And continued to remain with 
the company at any rate in part over 
the end of the year? A.—Yes, for 
some years after. 

Q.—Did you show that transaction 

in your Annual Return when you sent 
it in to the Government? A.—We 
did not at first but we showed the 
agreement to the Superintendent who 
thought it was necessary to add a 
footnote to our published statement 
in the Blue Book to that effect. 
' Q.—And that accounts for the 
money being shown in the Blue Book 
as ‘‘contributions paid by sharehold- 
ersP”” . A.—Yes. 

Q.—In the Return that is now with 
the Department there is this memor- 
andum: ‘‘the above assets include a 
sum of $24,000 in mortgages and other 
securities contributed under an instru- 
ment dated 4th March, 1890, execut- 
ed by the contributors, who are de- 
scribed therein as certain of the direc- 
tors and by others’ described as 
shareholders, wherein the persons who 
are mentioned as shareholders coven- 
ant and agree to repay to said con- 
tributors the amount contributed by 
them and assigns to the contributors 
such dividends, bonuses and profits 
as shall accrue to their shares in the 
capital stock of the company.”’ That 
memo. is typed on your letter paper 
and I suppose was a memo., that the 
officer from the Insurance Department 
at Ottawa drafted at your office at 
the time he was making inspection? 
A.—I believe so. 
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Q.—He thought this transaction 
should be shown? A.—Yes. 

Q.—Did you agree with him? A.— 
Well, we, of course, were obliged to 
agree with him. 

Q.—I mean that would carry your 
judgment now? A.—Yes, I think so; 
I think he was quite right. 

Q.—And whether he was right or 
not he had the say A.—Yes. 

Q.—You paid that money in, Mr. 
Dexter, as income A.—Yes. 

Q.—It was shown in your return 
originally A.—It was shown in our 
return as income, as a cont) ibution 
shown in our books. 

Q.—In the same way that you had 
not other people showing you how to 
issue your stock at a premium, you 
had not any experience in having 
someone pay it in by wiping out some 
expense: items That patent had not 
been evolved then?  A.—It did not 
strike us favorahly, I suppose, 

Q:—So ‘that in your’ case’ the 
amount was spread out on your return 
that you sent in to the Department, 
and the only change made by the 
officer from the Department was toa 
make a memo, to show how that 
money got into the company’s hands? 
A.—How it was obtained, yes. 

Q.—Now, how was that money paid 
back? A.—It was repaid through the 
expense account by way of salary or 
bonus to the President, who repaid the 
other parties. 

Q.—And who was the President? 
A.—Mr. James H. Beattie. 7 

Q.—It was not carried out quite in 
the way the agreement. expressed that 
it should be? A.—No, it was not re- 
paid as soon, as rapidly. 

Q.—There was considerable delay. 
Now, will you tell me when it was 
paid and in what instalments? A.— 
I can tell you the instalments: T think 
there was interest only paid in the 
first two years, °91 and ’92:. $1,440 
each. In ’93, in addition to the inter- 
est there was $3.000 of principal. ’94 
interest alone. ’97 interest and prin- 
cipal, in all amounting to $7,260. °96 
interest alone. /97 interst and prin- 
cipal, amounting to $2,120. I am 
wrone there; there are three entries 
in ’97. $2,900 in ’97, interest and 
principal. ’98, $1.780, interest and 
principal. ’99, $2720. 19N0. $3.6N0: 
1901. $540. In 1902, $3,420. | 1903, 
$2.120. 1904, $2,120. being the final. 

Q.—Those are all pavments of prin- 
cinal and interest of this agreement of 
1890? A.—Yes. ; 
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Q.—Then the document that was 
drawn up was departed from? A.— 
As to the terms of re-payment, yes. 

Q.—And as to the manner of pay- 
ment? A.—yYes. 

Q.—And the fund from which it 
should be paid? A.—Well, there was 
not a positive agreement ‘as to the 
fund from which it was paid. 

Q.—It was to be paid out of divi- 
dends on the stock? A.—There was 
an authority to repay in that way. 

Q.—Quite so. <A pledging of the 
dividends in that way, probably, 
would be better? A.—Yes, 

Q.—It was not paid then by the 
same person or entity that the agree- 
Hperee stipulated it should be paid by? 

.—No. 

Q.—It was paid by the company? 
A.—It was repaid out of the earn- 
ings of the company. 

Q.—Repaid by the company? A. 
—By way of compensation. 

Q.—Increased salary? A.—Yes. 

Q.—That is to say it came from the 
company by way of expense item in 
carrying on the business? A.—Yes. 

Q.—Apparently it was intended to 
pay the shareholders’ dividends and 
then use those monies to repay the 
lenders. Was that really the inten- 
tion or was that inserted in the agree- 
ment just to give it a good appear- 
ance? A.—Well, I couldn’t say 
whether it was inserted for that pur- 
pose. I think it was partially the 
intention of the agreement. 

Q.—If that was the intention why 
was the intention afterwards departed 
fromP A.—TI can hardly say why that 
was departed from. Because it was 
more convenient, I assume to pay 
through the compensation to the 
President for his services, whb was 
giving his services for nothing. 

Q.—if it had been paid through the 
dividends, I suppose the dividends of 
necessity, would have been pretty 
high? A.—Yes, that would have been 
a disadvantage. 

Q.—It would have been a _ serious 
matter for the company to appear to 
be paying to shareholders monies for 
dividends of the magnitude that that 
would involve. A.—Yes, during that 
period. . 

Q.—Now then can you say that that 
prompted you to change the mode of 
carrying through the transaction. A. 
—I don’t know that that did prompt 
us to make changes, because it was 


quite just that it should be paid in 


the other way. The _ policvholders 
were receiving the benefit of this con- 
tribution. The shareholders had in 
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every way contributed to the advan- 
tage of the policyholders, from first to 
ast. 

Q.—If the agreement had _ been 
drawn in.that way, that is to express 
the method of carrying out the tran- 
saction that was afterwards adopted, 
it would have shown in the return as 
a liability of the company the mo- 
ment the agreement was signed. A.— 

es. 

Q.—And the company would have 
had to be a party to it? A.—Yes. 

Q.—Then that would not have clear- 
ogee the impairment, would it? A. 
—No. 

(Q.—Because you would have had the 
liability on the other side of the ac- 
count wipe out the asset you paid in. 
A.—I presume the object in the first 
place was to make that agreement so 
that theré would be no liability. 

Q.—The object’ of the agreement 
was what? A.—To avoid liability on 
the part of the company. 

Q.—And the intention of the tran- 
saction was that the company should 
be liable to pay. A.—The understand- 
ing. 

Q.—That is to say the object of get- 
ting so many shareholders to sign was 
that the company would be liable 
without it being shown. A.—By un- 
derstanding, yes. 

Q.—I suppose these shareholders 
control the company? A.—Not alto- 
gether. 

Q.—Would it be fair to say that 
you had a sufficient number of share- 
holders sign in order, by their votes 
to do anything that was required to 
carry through this transaction. A.— 
I don’t think that they were holders 
of a majority of the shares. 

Q.—They might not be the holders © 
of the majority of the shares, but 
would you not just frankly tell us how 
you had that fixed so that the com- 
pany could not get out of it. A.—lI 
don’t think that was evident to any 
of us at the time. There was an un- 
derstanding that each should make 
an effort to do that, that was all. 

Q.—And did you not feel that while 
you might not, on -a mathematical 
calculation, of the shares, have abso- 
lute control, yet that you had the 
thing as tight as was necessary for 
all practical purposes. A.—I don’t 
think so. I think the men who sign-. 
ed that agreement took the risk. 

Q.—They assumed the risk? A.— 
Yes. 
Q.—Can you tell me how many 
shares they were short of holding 51 
per cent? A.—I cannot tell you at 
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the moment, but I consider they were 
very much short of it. 

Q.—Were they the persons chiefly 
interested in the company, who gave 
the most attention to the company’s 
affairs? A.—That is true. 

Q.—That is to say you sought to have 
every person who would be likely to 
enquire about it, committed to the 
plan. A.—They were the men who 
were the most interested in the suc- 
cess of the company; showed the most 
interest in the success of the com- 
pany and were anxious to do what 
they could to make it a success. 

Q.—Were they the largest share- 
holders individually ? A.—No, they 
were not the largest shareholders in- 
dividually. 

Q.—Who were larger than they were 
or how many shareholders were larg- 
er? A.—I cannot say without looking 
it up. I assume that there were a 
considerable number “of shareholders 
who had about an equal amount. That 
was not taken into consideration. 

Q.—You had that number of share- 
holders committed to a liability in 
case the liability was not wiped out 
as you planned it should be. A.—In 
case the company was not a success 
they took the responsibility. 

Q.—Was there a fear at that time 
that the company might not survive? 
A.—No, there was no fear of it in the 
minds of these people who became re- 
sponsible. 

Q.—Did you ever have any other 
transaction of a somewhat similar 
nature? A.—None. 

Q.—You never put through any 
transaction of that kind again? A.— 
No. The directors at that time con- 
sidered they were doing what was in 
the interest of the policyholders as 
well as the shareholders in getting the 
contribution and that it should be 
repaid out of the earnings of the com- 
pany. ; 

Q.—There was a second agreement 
referring to this same advance, was 
there not? A.—Yes. 

Q.—Dated the 4th Feburary 1897, 
‘between the several persons whose 
names are hereunder written, and 
Messrs. Beattie, Aikins and Wolverton 
of the second part.’’ It recites that in 
order to meet the impairment in cap- 
ital stock the parties of the second 
part have contributed certain sums. 
The amounts are not the same as 
before. A.—That was the balance of 
the $24,000 remaining at that time. 
(Agreement read and filed as Ex. 371.) 

Q.—Then would you read the names 
of the persons who signed that docu- 
ment? A.—James H. Beattie, David 


ROYAL COMMISSION ON 


6 EDWARD VII., A. 1906 


Federal Life, 
(Mr. Dexter, Mr. Brough, Ex’d.) 


Dexter, John Potts, M. H. Aikins, 
W. Kearns, John Wakefield, George 
Scott, Hugh Murray, William Wil- 
liams, W. Burns, — Wolverton, A. EK. 
Russ, J. G. Scott, T. C. Haslett. It 
varies somewhat from the other. 


Q.—Why was that document obtain- 
ed? A.—Because there had been 
some change in the contribution. One 
party had bought out another and 
there was some change to be made in 
the signatures of those guarantors. 
_Q.—Why was there a change in the 
signatures of the guarantors? A.—I 
suppose a larger number present at. 
the time. 

Q.—It is said that some had died in 
the meantime, and it was thought bet- 
ter to have a new lot sign? A.—Well, 
I presume that was it. 

Q.—Meantime payments had been 
made, had they not, towards repay- 
mentP <A.—Yes, reducing it to that. 
amount. 

Q.—And they had been paid by way 
of expense items, as you have said? 
A.—Yes.~ , 

Q.—So that by the time this second’ 
document was signed it must have been 
clearly in the knowledge of parties. 
that it was not going to be carried 
through as the agreement stipulated ?: 
A.—No, not in accordance with the. 
terms of repayment, you mean. 

Q.—Not in accordance with the. 
method that these parties should pay- 
and that they pledged their dividends: 
and so on for it? A.—Yes. 

Q.—They knew they were going to. 
continue it out of expenses, so long 
as they could? A.—yYes, I presume. 
so. 

Q.—And this document was signed’ 
for the purpose of keeping the parties. 
liable but not showing the real trans-. 
action P A.—I suppose that was a 
recitation of the other. 

Q.—Then the document of 1890 will’ 
be Exhibit No. 370 and this No. 371. 
Have you told us all about transac-. 
tions of that sort? A.—So far as I 
know. 

Q.—There is no other transaction of* 
a simliar character? A.—No, no other. 

Q.—Has any other means ever been 
adopted to keep down the impairment, 
that is by paying in money to the. 
company other than the premium on. 
canitalP A.—No other. 

6 That transaction was current at- 
the year 1898? A.—Yes. Still we had’ 
a showing of a surplus at that time. 

Q.—Then your second issue of stock-: 
was after you had obtained the Do-- 
minion Act? <A.—Yes. 
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Q.—That was obtained in 1898. 
Now, why did you apply for the 
Dominion Act? A.—For the same 
reason, I presume, that we increased 
our capital to a million, for the pur- 
pose of giving it a more favorable ap- 
pearance to the public than under an 
Ontario or Provincial Act. 

Q.—And, of course, there was this 
shortage in capital which had been 
made good by the directors in the way 
indicated and that had not all been 
paid off. I suppose it was desirable 
to get some more premium in. A.+- 
Applying to the Dominion? 

Q.—Applying to the Dominion had 
nothing to do with that? A.—No. 

Q.—That was entirely subsequent, 
was it? A.—Yes, we had nothing to 
‘do with it. 

Q.—Section 4 of the new Act did not 
increase the capital then? A.—WNo. 
_Q-—The provision in the Dominion 
act as to directors is that they must 
wn at least 20 shares of capital stock 
and have paid all calls? A.—Yes. 

Q.—You have no provision then for 
policyholders having members on the 
Board? A.—There was a provision in 
the Act which may be taken advantage 
of by the company, if they choose. 

Q.—That is to give policyholders a 
vote? A.—Yes. 

Q.—But there is no provision that 
enables them to appoint particular di- 
rectors? A.—No, not on the Board. 

Q.—No policyholder can be a direc- 
tor unless he is also a shareholder to 
the extent mentioned in the Act? A. 
—That would be the effect of it, I 
presume. 

Q.—Then section 10 governs your in- 
vestment powers and I suppose that 
was shaped after other Acts of other 
companies? A.—yYes, it was an effort 
to follow the Acts of some of the other 
companies as nearly as possible. 

Q.—I suppose you regard section 
50 of the General Act as being broad- 
er? A.—Yes, it is slightly broader. 

Q.—You have no reason to resort to 
this Act at all? A.—WNo. 


Q.—Then you have power to hold 
real estate which comes into your 
hards as the result of investment of 
your funds by way of mortgage and 
so on and you have a separate clause 
as to real estate to be held for your 
own use? A.—Yes. 

Q.—Have you availed yourself of 
this section 13 as to real estate to be 
held for your own occupation and 
use? A.—Yes, we have. 

Q.—What have you done? A.—We 
own the offices in which we are work- 
ing at the present time and another 
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property on the corner of Main and 
James Street on which we are putting 
up a new office building. 


Q.—You have then a _ head office 
building and you have bought anoth- 
er, is that right? A.—Yes. 

Q.—Why did you buy the second 
when you had one already? A.—I 
have a statement which may I read? 


Q.—Yes. A.—With reference to the 
new head offices which the company 
are erecting at the present time, I 
might say that the directors gave the 
matter a great deal of thought and 
consideration before coming to any 
definite conclusion or decision with re- 
gard thereto. The present offices were 
and are. wholly inadequate and insuffi- 
cient for the general purposes of the 
company. The general staff of a life 
company is more or less co-operative 
in its work and must be kept together, 
and as we had not sufficient room for 
that purpose in the present building, 
without making expensive and exten- 
sive changes and alterations thereto, 
we decided to erect a new building. 
A suitable site for that purpose was 
obtained some years ago and last year 
we took up the question of the build- 
ing itself. We ascertained that a 
building sufficient for the company’s 
requirements alone would cost about 
$100,000 and the expense of maintain- 
ing the same would be practically the 
same as a larger building, at any rate 
proportionately greater, but the income 
and advantages to be derived from a 
larger building would more than off- 
set the extra cost. Practically the 
same staff would be required and the 
same amount of expense incurred for 
heating and other things, but the 
rents from the offices would give us, 
we thought, a very fair income on the 
whole investment and leave us our 
own offices for the use of the company 
at a very moderate cost indeed. We 
expect that all our hopes will be re- 
alized. I may say that we think we 
could, at the present time, dispose of 
the new building erected by us at a 
very fair profit. 

Q.—Then is the new building com- 
pleted? A.—No, it will not be com- 
pleted, perhaps, for nearly two 
months. 

Q.—What will the cost of land and 
building be? A.—About $250,000. 

Q.—The contract was less than that, 
was it not? A.—The contract was 
$222,000. 


Q.—Was that a contract for the en- 
tire completion of the building, doing 
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all the work? A.—With the exception 
of vault linings and shelving. 
Q.—Was it $220,000 or $218.000? 
MR:s HASLETT: $220,000 was the 
original contract. We had some taken 
off afterwards. 
then, would be nearer it. 


MR. TILLEY: The contract would 
be about $220,000, and the whole cost 
$250,000. Do you think it advisable 
for a life insurance company to erect a 
large building of that kind and become 
landlords for many tenants? A.— 
Well, if a life insurance company can 
realize from its investment in a build- 
ing of that kind 4 per cent., it is prob- 
ably a wise investment. 


Q.—You think a company should be 
satisfied with a 4 per cent. return 
from that sort of building? A.—Yes, 
inclusive of the advantage of the build- 
ing, aS an advertisement as well as 
a convenience for offices. 

Q.—It is not an unknown thing for 
a company to obtain Jess than 4 per 
cent.? A.—I believe it has not been. 

Q.—There have been cases where 
buildings are not supposed to bring 
in even near that amount? A.—So I 
have understood. 

Q.—Do you think the Federal Life 
may not be risking a good deal by put- 
ting up a building of that size? A.— 
I don’t think so. 

Q.—What size is the building? A. 
—About 70 by 90 feet. 8 storeys in 
height. 

Q.—It will be an office building? A. 
—An office building entirely. 

Q.—And is there a demand for office 
accommodation here? A.—Yes, and 
from the demand we already have I 
should judge that it wili rent very suc- 
cessfully. 

Q.—It is an expense incurred to a 
considerable extent for advertising? 
A.—Partially so, yes. Only partially. 

Q.—It is not entered upon for the 
purpose of investment? A.—Partially 
aS an investment. We believed it 
would pay. 

Q.—That is to say you think you 
would put the money in if the Federal 
Life was not to be a tenant and was 
not to have its name associated with 
the building? A.—Oh, I think not, 
because we require the offices, that is 
one reason. 

Q.—But you would not adopt it as 
an investment merely? A.—Not alone, 
no. 

Q.—Then you would be able to oc- 
cupy it as a tenant, you think? A.— 
Yes, it will make convenient head 
offices for the company. 


A.—Say $220,000. 
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Q.—I suppose a company that is not 
perfectly sure of the return it will get 
is better as a tenant, especially dur- 
ing its growth, before it becomes a 
substantially large company. It is 
safer asa tenant, is it not? A.— Pos- 
sibly so. I connot agree with you that 
there is any risk in the building. I 
see no risk in it. 

MR. LANGMUIR: Where is the lo- 
cation, Mr. Dexter? A.—On the cor- 
ner of Main and James Streets. 

MR. TILLEY: Have you sold your 
other premises? A.—No, I think we 
will have no trouble in selling them 
at the cost to us or more. 

Q.—Is that by reason of any at- 
tempts made to sellP A.—We have 
not tried to sell. We have had sev- 
eral applications for the property. 

Q.—Are you thinking that you may 
not sell? A.—I think we shall sell as 
soon as we can take possession of our 
new premises. 

Q.—You will then sell? A.—Yes. 

Q.—How much is represented by 
that property A.—About $18,000. 

Q.—Is that what it stands at in your 
books? A.—Yes. 


Q.—Has that ever been written up 
or down? A.—It has been reported 
at $20,000. 

Q.—And then written down to $18,- 
000. A.—No. ; 

Q.—It is now at $20,000 in your 
books? A.—Yes. 

Q.—Then you think and your Board 
all think that it is good advertising 
and will not turn out to be an im- 
provident investment? A.—Quite so. 

Q.—The Board being unanimous on 
that? A.—Quite unanimous. There 
has been no dissenting voice. 

MR. LANGMUIR: What rent do 
you hope to stand at after deducting 
the rents you expect to receive? A. 
—We expect to earn over 4 per cent. 
from the investment. 

Q.—That is charging your own 
rent?  A.—Charging ourselves with 
a reasonable rate for rental. 

MR. TILLEY: What would you 
consider reasonable for the premises 
you will occupy there? A.—That I 
have hardly considered. 

-Q.—That has not been discussed 
yet? A.—No. 

MR. KENT: You can make it pay 
any rate of interest you like? A.— 
By charging ourselves sufficient, of 
course. 

Q.—Referring to what I was asking 
vou about the capital stock; the re- 
solution appears to be in the minutes 
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of the 14th December, 1901. It is 
there shown that you reported that 
of the 3,000 new shares allotted to the 
shareholders, 1,838 had been accepted 
and that 1,162 additional shares had 
been applied for? A.—Yes,. 

Q.—‘‘On motion of Dr. Wakefield, 
seconded by Mr. Macpherson, it was 
resolved that the applications for stock 
as read be confirmed and the amount 
of premium required thereon be paid 
by the 29th December next.’ 1] sup- 
pose that you were trying to get the 
premium in before the end of the 
year? A.—Yes, we wanted to get 
that portion of it closed before the 
end of the year. Not to have it enter 
into two Reports. 

Q.—Did you have it paid in gub- 
stantially? A.—Yes, it was all paid 
in before the close of the year. 

Q.—Did you use it to wipe out this 
indebtedness to the shareholders or 
directors? A.—Not directly. 

Q.—Why not? A.—Because there 
was a surplus and it is added to the 
surplus. We preferred for several 
reasons that this should be spread 
over a number of years so that it 
would not affect our returns to the 
policyholders. We were anxious to 
do the best we could for the policy- 
holders and consequently distributed 
these repayments. 

Q.—Also anxious, I suppose, to get 
it paid back without the policyholders 
knowing about it? A.—That did not 
matter so much to us because they 


must have known it from the footnote - 


in the Government Report if they 
- chose to look for it. 

Q.—I don’t know that they would, 
because the footnote indicated that 
the shareholders who signed were to 
pay back the money themselves and 
pledged the dividends they would re- 
ceive on their stock as security? A. 
—If the officer of the Department who 
made use of that footnote thought 
there was no liability he, of course, 
would not have made use of it. 

Q.—I fail to hear your answer? 
A.—If the officer of the Department 
had thought there was no _ liability 
on the part of the company he would 
necessarily not have made use of the 
footnote. 

Q.—If he thought there was a lia- 
bility on the part of the company he 
would have-shown it as a liability 
and the footnote was to indicate that 
there was no liability? A.—He was 
uncertain, apparently. 

Q.—You do not quite mean uncer- 
tain? You mean suspicious? A.— 


Well 
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Q.—He could not be uncertain on 
reading the document, because the 
document is perfectly certain and 
plain, but all that he could feel about 
the transaction was a certain amount 
of suspicion that the document was 
a little bit faked, isn’t that right? 
A.—I don’t know that. I don’t think 
so. He did not express that. 

Q.—You think an officer who under- 
stands insurance methods would be 
rather crude if he were not able to 
read through that document and see 
between the lines, is that what you 
mean? A.—No, I did not think that. 
I am quite satisfied that the Super- 
intendent who read it expressed the 
opinion that the company was liable 
under it. 

Q.—He thought the company was 
liable, but as a matter of fact the 
company was not liable? A.—I am 
not certain of that. 

Q.—Do you think the company was 
liable? A.—From the opinion I have 
heard expressed since, I do. | 

Q.—By reason of what? Nothing in 
the document? A.—Think not? 

Q.—What do you think? A.—I am 
not a professional man; I cannot say. 

Q.—You think that the company 
was in that round-about way so tied 
up that there was a direct liability 
on it? A.—I don’t know. 

Q.—Did you draw the agreement? 
A.—No, I did not. But I know at 
the time it was intended that it 
should not be liable, but I have under- 
stood since, from a legal opinion, 
that that was not quite correct. That 
my opinion was not quite correct. 

Q.—Then Section 14 of the Act pro- 
vides that the directors may set apart 
certain sums out of the surplus, for 
the purpose of distributing as divi- 
dends? <A.—Yes. 

Q.—That is the usual clause in 
many charters? A.—Yes. : 

Q.—Under it you are obliged to 
keep your participating and non-par- 
ticipating business separate? A.—I 
don’t know that we are obliged to 
do so, but we should do so. 

Q.—This says, you must ascertain 
the part of the profits which is ap- 
plicable to the participating policies, 
distinguishing such part from the 
profits derived from other sources? 
A.—In setting aside profits. 

Q.—yYes. In order to properly de- 
termine what sums should be set 
aside in that way you must keep 
your business separate? A.—In order 
to properly determine the exact 


1792 ROYAL COMMISSION ON 


ddth day, July 13, 1906. 
wT 

amount to be set aside he should, 
yes. ‘ 
_ Q.—You carry on both participat- 
ing and non-participating business, 
do you? A.—Yes. 

Q.—Do you keep the two branches 
of the business separate? A.—We 
BeNe not done so in reference to pro- 
ts. 

Q.—You have been paying out pro- 
fits to policyholders? A.—Yes. 

Saree profits to shareholders? A. 
—Yes. 

Q.—And you know that so far you 
have not transgressed the limits laid 
down in this section? A.—We have 


not transgressed it in reference to — 


the participating policyholders. That 
is they have received at least their 
90 per cent and probably consider- 
ably more. I presume they have re- 
ceived more than 100 per cent. of 
what they were justly entitled to. 

Q.—How did that come about? A. 
—Because the shareholders have not 
received what they were practically 
entitled to from the earnings of the 
investments of the company. 

Q.—Do the directors of your com- 
pany declare a certain amount to 
be paid out by way of profits? A.— 
They may have done so, by resolution 
in one or two instances. 


Q.—Fixing upon a certain amount 
to be paid out. A.—A certain amount 
to be distributed. 

Q.—Then at least 90 per cent of 
that is paid to the policyholders? 
A.—Yes. 

Q.—Or is the whole of that sum paid 
to the policyholders? A.—The whole 
of that sum is paid to the policyhold- 
ers, of course. The directors set 
aside so much. 

Q.—The directors declare and set 
aside for policyholders, so much? A.— 
Yes. 

Q.—And then they declare and pay 
to shareholders a dividend? A.—yYes. 

Q.—And this Section has never 
come up for consideration in connec- 
tion with these declarations? Ane 
No, not in connection with those 
resolutions. 

Q.—Have you ever considered it for 

any other purpose? A.—Yes, I have 
considered it in discussing the matter 
with the Superintendent of Insur- 
ance, -.- 
Q.—What feature of it? A.—The 
question as to whether the sharehold- 
ers were getting more than their pro- 
portion in the way of dividends, and 
I was able to convince him that the 
shareholders were very much at a 
loss so far. 
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Q.—Did he take the view that the 
shareholders had been dealt with too 
liberally? A.—It was only a ‘ques- 
tion asked as to how it stood. 

Q.—He asked you how it worked 
out? A.—Yes. ; 

Q.—And you were able to convince 
him that you had been within the 
section? A.—I think so. 

MR. KENT: Then you are going to 
have trouble with your shareholders 
now? A.—In what way? 

Q.—You say ‘they have not had 
their proper share of the dividends. 
A.—Oh, they are prepared to wait; 
they are long-suffering and patient 
people. 

Q.—You can reply for all of them? 
A.—I think so. 

MR. TILLEY: Then there is the 
provision about non-forfeiture in case 
of lapse after three years, and by Sec- 
tion 16 the company may give policy- 
holders a certain right of voting. 
Has the company over exercised the 
privilege contained in that section? 
A.—No. 

Q.—The policyholders in your com- 
pany have no right to vote. A.—No 
right to vote. 

Q.—Has it ever come up for dis- 
cussion? A.—-Never come up for dis- 
sion. I don’t think there _ has 
been*any feeling on the part of the 
directors that it would be advisable. 

Q.—Would there be any feeling on 
your part that it would be advisable? 
A.—No, quite the contrary. 


Q.—Would you not favor a provi- 
sion that policyholders should be given 
a reasonable privilege of presenting 
their views to the Annual Meting? 
A.—I don’t see that there is any par- 
ticular advantage in that. So far 
as I knew where it has been intro- 
duced it has usually been a farce. 

Q.—The profits paid out to policy- 
holders exceed the profits paid out 
to shareholders? A.—That is true. 

Q.—Their interest in the profits of 
the company is much greater than 
the interest of the shareholders. A, 
—I don’t know, their responsibility 
is not so great. 

Q.—Why not? A.—Because the 
shareholders took all gf the responsi- 
bility in the organization of the com- 
pany. Took all the risk. The poli- 
cyholders’ interest is an individual 
and selfish interest. only, not calcu- 
lated for the benefit of any other 
policyholders. 

Q.—The shareholders’ interest, on 
the other hand, is not personal? A. 
—It is mutual between themselves. 
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Q.—It is for the benefit of the 
policyholders? A.—No, it is mutual 
amongst the shareholders, and the 
success of the company is the success 
of the shareholder. 

Q.—And the success of the policy- 
holder? A.—yYes, the success of the 
company is the success of the policy- 
holder. é 

Q.—As between shareholder and 
policyholder, the shareholder is the 
man who can get out of the company 
and the policyholder is the man who 
cannot get out, no matter what he 
thinks of the management? A.— 
Well, is there any reason why he can- 
not get out? 

Q.—How can he? A.—He can with- 
draw, can he not, and take a paid- 
up policy? 

Q.—And sustain a loss? A.—He will 
not sustain much of a loss in taking 
a paid-up policy. He can get out 
at a loss and the shareholder can 
also, I presume. 

Q.—Is he out if he takes a paid- 
up policy? A.—He is out. He can 
take a cash surrender value. 

Q.—Without loss? A.—Not entire- 
ly. Still, it is quite as great a loss 
to the company. 


Q.—But we are not considering the 
loss to the company. The _ policy- 
holder cannot leave and change his 
company without sustaining a loss, 
can heP A.—No, I assume that. 

Q.—The shareholder can? A.— 
That is if the company is successful, 
he can. 

Q.—If the company has been suc- 
cessful? A.—Yes. 


Q.—What sort of g return have 
your shareholders received on the 
moneys they have put into the com- 
pany up to the present time? A.— 
The shareholders have received in re- 
turn in the way of dividends $72,- 
197.08. Had they been paid five per 
cent. on the money, the average rate 
of interest earned, they should have 
received $167,929, some $94,000 more 
than they have received, ; 

Q.—I suppose you say that with 
pride from one standpoint? A.— 
Yes. ‘ 
 Q.—And disappointment. from an- 
other? A.—Yes; pride that the share- 
holders have been as careful of the 
interests of the policyholders as they 
have. ‘ 

Q.—And disappointment that the 
shareholders have not been able to get 
more? A.—That is right. 

Q.—What about your shareholders 
voting by proxy? Do they exercise 
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the right of sending in proxies? A. 
—Yes. 

Q.—And stating their views? A.— 
Yes. 

Q.—How are their proxies obtain- 
ed? A.—Well, there have been forms 
sent out in former years; latterly no 
forms have been sent unless asked 
for. 

Q.—You have not been in the habit 
of sending out proxies? A.—Not 
unless asked for. 


Q.—Do you hold many proxies in 
the company? A.—TI have always held 
a reasonable share, 

Q.—What would the President of 
a company regard as a_ reasonable 
share? A.—I have held a majority 
of the proxies that were given. 

Q.—Can you estimate the number? 
A.—Oh, I should say representing 
about 1,000 shares. 

Q.—You represent 1,000 shares by 
proxy? A.—Yes, 

Q.—When the capital stock was not 
fully subscribed on the second issue, 
you subscribed 1,736 shares in trust? 
A.—Yes. 

Q.—Whom did you represent in that 
transaction? A.—I represented five 
directors. 

Q.—Out, of how many ? A.— 
of 13 or 14, i ane 

Q.—What directors Ae Mr, 
Cairns, Mr. Wolverton, Dr. Potts, 
Mr. Hazlitt and myself. 

Q.— What was the interest of the 
parties in that stock? A.—An equal 
interest. 

Q.—What was the object of sub- 
scribing for it in trust? A.—There 
were two objects; first, to take up 
the amount of stock that had not al- 
ready been subscribed, so that there 
would be none left; and the other 
was that no one person should get 
control of the company. 

Q.—Was there an agreement be- 
tween you? A.—There was. ° 

Q.—Have you that agreement? A. 
—We have it here. 


Q.—You produce agreement dated 
20th December, 1897, between the sev- 
cral persons whose names are men- 
tioned. Endorsed on that is an as- 
signment. Then attached is an agree- 
ment on the 20th December, 1897. 
It does not seem to have ended there 
either? A.—WNo. 

Q.—Another agreement 14th Decem- 
ber, 1900; is that the last agreement? 
A.—That is the last. 

(Agreements Exhibit 372.) 
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Q.—Tell me what the object of all 
this isP Is it to get control of the 
company? A.—It is to prevent any 
single individual getting control of the 
company. 

(.—Was there any threatened ac- 
tion by any person else to obtain 
control? .A.—There has been at dif- 
ferent times. 

Q.—When was the last? A.—Some 
time previous to the purchase of this 
last stock. 

Q.—Some time previous to the pur- 
chase— A.—A year or two years 
previous to 1897. 

Q.—Was it before or after the al- 
lotment of this new stock? Of course 
it would be before? A.—I think so. 

Q.—Had the issue of new stock any- 
thing to do with that? A.—Not at 
all. 

Q.—The trust fund got— A.—The 
trust fund was equally distributed be- 
fore the issue of that stock to what 
it was afterwards. 

Q.—What do you: mean by that? 
A.—The same proportion, 

Q.—The same control? A.—Accord- 
ing to their holdings, what they held 
previously, what the individuals held 
previously. 

Q.—Then the trust had a control 
in 1900? A.—Practically, yes; since 
these men had the largest share in 
the stock, 


Q.—The stock held under these 
agreements controlled the company? 
A.—The stock held under those agree- 
ments was simply the amount of the 
trusts; that would not be sufficient 
alone. 

Q.—Mr. Hazlitt thinks you and I 
misunderstood each other in some 
way. In the list of shares allotted 
as part of the 3,000 shares when the 
stock was added to, to that extent, 
David Dexter in trust appears for 
1,737 sharesP A.—Yes. 

Q.—I understood you to say that 
the stock was allotted to shareholders 
in proportion to their then holding in 
the stock? A.—Yes. 

Q.—The resolution I referred to a 
moment ago indicates that 3,000 new 
Shares had been allotted, and 1,838 


shares had been accepted; that would — 


be the number of shares accepted by 
shareholders? A.—Yes. 

Q.—In proportion to their then 
holdings? A.—Yes. 

Q.—And these 1,162 additional 
shares had been applied for? A.— 
Yes. 

Q.—Who applied for those addi- 
tional 1,162 shares? Was that David 
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Dexter in trust? A.—No, svt alto- 
gether; there were several applicants 
for it, and each party who signed 
that agreement made application for 
a certain proportion of 't, and uthers 
besides. There were others outside 
whose applications were in for addi- 
tional! shares. 

Q.—Some of the gentlemen who 
signed this agreement applied? A.— 
Yes. 

Q.—And did they get stock pursu- 
ant to their applications? A.—Yes. 

Q.—Was it taken in the name “of 
David Dexter in trust? A.—Yes. 

Q.—So that the applications would 
be made in the individual names and 
David Dexter in trust account would 
take care of itself? A.—That is the 
way it was carried through. 

Q.—As the result of that the David 
Dexter in trust shares increased out 
of proportion to the shares of the 
other shareholders in the company? 
A.—Yes. 

Q.—That is where we misunderstood 
each other? A.—Yes, 

Q.—The David Dexter in trust ac- 
count got more than its pro rata 
share by reason of. being a subscriber 
for additional shares? A.—Yes. 

Q.—Have you your subscription 
book here, or anything that will show 
to what extent the directors, parties 
to that agreement, got that 1,162 
shares? A.—To what extent they 
got itP 

Q.—Yes. You say some other share- 
holders got some of it. Did the other 
shareholders get 20 shares or 100 
shares? A.—What ever they applied 
for over and above the— 

Q.—Mr, Haslett has handed me a 
copy of a circular that probably will 
explain it to you. We will read it 
and see. It is dated Hamilton, No- 
vember, 1900, communication by Mr. 
Dexter, Managing Director, in the 
form of a printed circular, issued to 
the shareholders. This is the draft of 
it. (Reads document filed as Exhibit 
373.) That does not quite give the 
information I would like to have? 
A.—I have sent for the file which 
will show the complete application. 

Q.—We will drop that for the pre- 
sent. What is the total holding of 
shares in the company by David Dex- 
ter, in trust and by other persons as 
part of this trust account? Will you 
read out the names? A.—Do you 
mean the total holdings individually, 
outside of the trust fund, and with 
it? The trust fund has 1,467 shares. 
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Q.—But there are others. Accounts 
in trust are part of that? A.—No. 
lt is not connected with it. 

Q.—Let us have the trust account 
as it stands now? A.—1,467 shares. 


Q.—David Dexter in trust? A.— 
That is the whole of it, 


Q.—Now give me the holdings of 
the persons who are parties to that 
syndicateP A.—My own name stands 
for 563 shares, my own holding, ex- 
clusive of the trust. Mr, Haslett 523 
shares, Mr. Kearns 488, Dr. Potts 
423, Dr. Wolverton 488, Mr. Scott 
575. 

Q.—That completes it? A.—That 
completes it. 

().—Total 3,207? A.—In addition to 
that there is the Beattie estate—no, I 
am wrong about that, it is not in it. 

Q.—What is the total? 

MR. KENT: The total is 4,527. 

MR. TILLEY: Out of how many 
shares? A.—Out of 10,000 shares. 

Q.—What other shares have any of 
these parties or their families? A. 
—Well, my own family— 

Q.—Or particular friends? A.— 
-Mrs. Dexter 50 shares, Miss Zolla 
100 shares, Mrs. Mclaughlin 80 
shares. That is in connection with 
my family, and Mr. Haslett has in 
trust 50 shares, and the Macpherson 
estate 200 shares, Mr. Haslett in 
trust. Dr. Potts has Margaret 
Potts 10 shares, J. EB. Potts 25 shares, 
Margaret E. 25, Frank H. 25, Edna 
R. 25 shares. 

Q.—Is that all? A.—That is all 
the families connected with it. 

Q.—So that including the shares be- 
longing to the trust fund and the 
shares held otherwise by the members 
through themselves and their families, 
-the directors, party to that agree- 
ment, held the control of the capital 
stock? A.—Very nearly so, I think. 

Q.—That makes it more? 

MR. KENT: 5,117. 

MR. TILLEY: That is right? A. 
—That is right, I think, 

Q.—And I suppose that was the 
intention when the agreements were 
drawn, because I think you have as 
little respect for a person who could 
not read between the lines of those 
documents as a person who could not 
read between the lines of the other 
agreement you put inP A.—There is 
no doubt that was the intention. 

Q.—That these directors. should 
come together on an understanding 
that they should get the control of 
the company, and that understanding 
has been carried out? A.—Yes, a 
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party of five or six, rather than that 
any one man should get the control. 

().—Or any other five or six? A, 
—Yes, probably so. 

Q.—Or all the rest put together? 
A.—These men had given their atten- 
‘tion and time to it for the success 
of the company. 

Q.—I suppose they had been get- 
ting their directors’ fees and so on? 
A.—Not very large. 

Q.—Was it not about time some of 
them should step down and let other 
shareholders, with eéqual interests, 
come in and get a little education 
in insurance matters, and tind out 
what impairment of capital means, 
and so onP A.—I think they are 
all aware of what that means. 

Q.—They did not need that educa- 
tion? A.—No. 

Q.—Your Board now has absolute 
control? The policyholders have no 
vote, and the vote of all the other 
shareholders does not count? A.— 
There is an absolute control in the 
hands of five or six. 

MR. KENT: One of the first ques- 
tions put to Mr. Dexter was as to 
whether any man or any set of men 
controlled the stock, and Mr. Dexter 
said no. s 

WITNESS: I do not remember say- 
ing that. 

MR. TILLEY: My recollection is— 
I do not know whether I followed it 
up to the present date, but I com- 
menced asking questions as to the 
original subscriptions at the time the 
company was organized, but I cannot 
tell from memory whether I followed 
it up or not, I remember getting the 
answer, but I do not remember the 
time. 

WITNESS: If I gave an answer 
to that effect referring to the pre- 
sent time, or any time within the last 
three or four or five years, I would 
be wrong, because I did not intend 
to give it in that way. 

MR. TILLEY: My recollection is 
getting a little more distinct that 
that was an answer to the question 
as to the present time. 

WITNESS: Then it should be cor- 
rected, because I had no intention of 
giving such an answer. 

Q.—We have the fact now as to 
how that matter stands? A.—Yes. 

MR. KENT: Mr. Dexter said just 
now that these parties very nearly 
controlled it. 

MR. TILLEY: Mr. Haslett is 
drawing the same distinction that Mr. 
Dexter is. Mr. Haslett to me pri- 
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vately, and Mr. Dexter, in the witness 
box, say that there is a small short- 
age owed by the families of these per- 
sons, and of course while they may 
be able to contro] it in theory, in prac- 
tice they cannot; that is it cannot be 
said that they had actual control, al- 
though probably the vote would be 
always with them. 

MR. KENT: We cannot imagine 
any outside vote succeeding in turn- 
ing out Mr. Dexter, 

MR. TILLEY: As I understand 
you acknowledge the position that it 
was the intention to carry through 
that transaction in that way that 
would place the control in the hands 
of a certain body of the directors and 
remain there? A.—Yes. 


Q.—And that no one man would 
break away from that arrangement 
but each must be governed by .a ma- 
jority of those directors? A.—Gov- 
erned by his own opinion. It is 
only as far as the trust stock is con- 
cerned that they are governed by the 
majority. 

Q.—The trust stock is the bulk of 
the holding? A.—Not at the present 
time. It is only 1,467 shares out of 
10,000. 

Q.—1,467 of that is held in trust? 
A.—That is only a balance wheel. 


MR. KENT: I was wondering why 
the shareholders would not kick or 
would not complain when they were 
not getting their share of the profits, 
but I can see a reason now. 

MR. TILLEY: Have the parties 
to that syndicate arrangement each 
paid for his own share? A.—As far 
as the syndicate stock is concerned? 

Q.—Yes? A.—Each has paid so 
far as it has been paid for. 


Q.—And the rest is being carried, I 


suppose, as the agreement contem- 
plates by a loan? A.—Yes. 

Q.—And that loan is not from the 
insurance company? A.—No, no con- 
nection with it, whatever. 

Q.—Nor from any company that is 
in any way associated with the insur- 
ance company? A.—No connection 
whatever. . 

Q.—Is it right to say that as be- 
tween themselves they are all on the 
same footing? No one has paid upd 
in full his share in connection with 
the stock that is pledged? A.—Not 
in connection with the stock that is 
pledged. 

Q.—So that anyone can be called 
upon to pay his share at any time? 
A.—I do not understand you. 
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Q.—The parties could call upon the 
directors to take up his proportion? 
A.—Yes, provided the others did the 
same. 

Q.—And if anyone made default he 
would lose his interest in it and for- 
feit to the othersP A.—Yes. There 
was no intention of doing anything 
of that kind. 

Q.—I suppose that stock igs looked 
upon by you as being fairly valuable? 
A.—Yes, I think it is a good invest- 
ment. 

Q.—By reason of the long period 
when no large dividends were paid? 
A.—Yes, possibly that, but more par- 
ticularly with reference to the future 
of the company. 

Q.—The dividends you have paid 
are as follows:—from 1891 to 1896 in- 
clusive no dividend at all? A.—No. 

Q.—In 1897 there was a sum of $4,- 
773.60? A.—Yes. 


Q.—Will you tell me how that 
amount was reached, at what rate? 
A.—Was that 6 per cent.? I think 
So. 

Q.—In 1898 it was $5,479.50. What 
rate is that? A.—The same rate. 

Q.—But more was paid up? A.— 
Yes. 

Q.—It was 6 per cent. in 1897, 1898, 
and how long? A.—1899 and 1900. 
In 1901 it was 8 per cent., and also in 
1902. It was 6 per cent. in 1897, ’98, 
799 and 1900. 


Q.—It has been 8 per cent. since? 
A.—8 per cent. since 1901. 

Q.—How long has this agreement 
been in force. That is to say, how 
long have you had control in the way 
you now have it under this agree- 
mentP A.—Since 1897. 

Q.—It was about 1900, was it not? 
A.—The first was drawn in 1897. 

Q.—You did not get control under 
it? A.—Quite as much so as under 
the last. That was before the issue 
of new stock. 


Q.—You think then your position 
under that agreement was relatively | 
the same before the new agreement 
or after thatP A.—Yes. 


MR. LANGMUIR: You speak of 
this agreement as preventing other 
parties or an individual getting con- 
trolp A.—Yes. 

Q.—Have you reasonable assurance 
that there was any attempt to get 
controlP A.—yYes, previous to that 
time there was more than one attempt. 
However it was not entirely that 
others should get control, but that no 
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one among ourselves should get con- 


trol. 

MR. TILLEY: Was there any dis- 
agreement among the directors? A. 
—None at all. We were harmon- 
ious, but it was hard to tell what 
might happen. 

Q.—LEach one was watching a bit, 
was he? A.—Not that I know of, and 
I can say, in answer to that, that our 
Board has always been very harmon- 
ious. 

MR. KENT: Would this be a good 
time to start a new insurance com- 
pany, Mr. Dexter? A.—No, I think 
not. I think it would be a very bad 
time, 

MR. TILLEY: You havé produced 
a list showing the distribution of the 
annually allotted shares in 1900, made 
at the time, and the following per- 


sons got shares in addition to their . - 


pro rata share of the new issue as 
follows:—M. H. Aikins 57. There is 
another Aikins mentioned here. Are 
they both directors? A.—H. W. is 
not but M. H. is. 

Q.—M. H. Aikins, 57; David Dex- 
Leroi ot Os eH aslett, 100 +. cWe 
Kearns, 150; Rev. John Potts, 200; 
Rev. John D. Scott, 157. and Dr. A. 
Wolverton, 150. Those added together 
will make 1,467? A.—I presume so, 
yes. 

Q.—Then the other persons named 
in the list, not directors of the com- 
pany, got the balance of the 1,800 
odd shares that were not taken up 
by the shareholders pro rata? A.— 
Yes. 

Q.—How can it be that, gaining 
some 1,400 shares in that way, that 
your control was not more complete 
after that than it was before? A.— 
It represented only about a propor- 
tion of the issue, slightly over— 

Q.—But those are shares taken in 
addition to your pro rata _ shares? 
A.—Yes, 


Q.—If you got 1,400 and over shares 
at that time in addition to what you 
were entitled to pro rata, you must 
have substantially increased that con- 
trol? A.—I presume we increased the 
control, but it was practically suf- 
ficient before, with what support we 
had outside. 

Q.—Is it not significant that at that 
time you had impairment of capital; 
that is if the real transaction had 
been shown, some of the shareholders 
had paid in money, but still there 
was impairment if they had not. You 
had issned new stock. You had col- 
lected a premium on it, to go to 


Federal Life, 
(Mr. Dexter, Mr. Brough, Ex’d.) 


the surplus of the company. You got 
more complete control, and then in 


‘the next year you increased the rate 


of dividend? A.—Not unreasonably 
so, I think. 

Q.—You increased it at a time that 
one would think possibly that an in- 
crease would not have been made un- 
der the conditions of the company at 
that time if it were not that the 
persons making the dividend had a 
substantial advantage in raising the 
rate? A.—The object: im issuing the 
stock at 140—at least it was antici- 
pated when the stock was issued at 
140 that the dividend would be in- 
creased to 8 per cent., as the com- 
pany was in a position to pay 8 per 
cent., notwithstanding the slight pro- 
portion of that impairment which was 
left— 


Q.—If the company was in that 
position to pay 8 per cent., it would 
hardly seem reasonable. You were 
asking the shareholders to pay a 
premium and issue new stock? A.— 
Not at all. We issued new stock 
for another purpose altogether. 

Q.—Simply to give strength to the 
company? A.—To give strength to 
the company before the public. 

Q.—That stock was increased for 
the purpose af advertising it? A.— 
Yes, mostly so and the premium is 
justly due from the new shareholders 
as compared with the old ones who 
had received nothing for the use of 
their money for a number of years. 


Q.—Then you have, I suppose, con- 
sidered from time to time the invest- 
ing powers of insurance companies, 
have you not? A.—Yes. 


Q.—And I suppose you have in your 
mind, fresh to give in evidence, all 
the improprieties in regard to your 
investments that have existed from 
1891? <A.—Quite so. 

Q.—To the present time? A.—Yes. 

Q.—The Statute of Limitations, so 
far as we are concerned, is fifteen 
years—1891? A.—Under our original 
Charter, which was in force with us 
until 1898, we had practically un- 
limited power at the discretion of the 
directors, but which was not mis-used 
we think in any way, although in 
one or two instances since, during that 
time and since, four or five instances 
during that time and since, small 
loans were made to directors on good 
security, and we overlooked the fact 
that the alteration in our Charter 
brought us under the terms of the 
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Canada Companies’ Act which ex- 
cludes loans to directors. 

Q.—You could not overlook that, 
could you? A.—It is not in our 
Charter. It refers to the Canada 
Companies’ Act. 

Q.—What does? A.—Our Charter. 
It refers to the Canada Companies’ 
Act. 

Q.—And it was incorporated in it? 
A.—We overlooked the fact. 

JUDGE MacTAVISH: The prohibi- 
tion is not contained in your Charter P 
A.—-No. 

JUDGE MacTAVISH: The prohibi- 
tion is not expressed in any section. 

MR., TILLEY: No, but the Act is 
stated, and in the Act is the prohi- 
bition. 

WITNESS: Yes. 

_ Q.—You did not look at the Act 
in connection with the loans? A.— 
No. We were in the habit of making 
these loans—well, I should not say in 
the habit, because we only made five 
or six small ones. 

Q.—Give me some since 1891? A. 
—I think there was a small one to 
Mr. Kearns. I can give you the 
names, but not the amounts. 

Q.—Take one of your own and you 
will know something about it? A.— 
Yes, I know something about it. 

Q.—Tell me about any one of your 
own? A.—There was only one—well, 
there was two—there was only one, 
but it was supplemented. . 

_ Q.—That is the one, David Dexter 
in trust? A.—No, there was no loan 
in trust, anything to me in trust 
was security for the company. The 
loan was made direct to me on the 
security of Bank of Hamilton shares. 

Q.—That is David Dexter in trust? 
A.—Yes, for the company. 

Q.—Why do you say for the com- 
pany? A.—Because under the agree- 
ment with the’ company I held the 
shares in trust for the company. 

Q.—Let us see the agreement. A. 
—I have not the agreement here. 

Q.—You then bought some Bank of 
Hamilton stock, did you, for the com- 
panyP <A.—Yes. Not for the com- 
pany—bought for myself. 

Q.—And you borrowed from the 
‘company? A.—I borrowed from the 
company instead of borrowing from 
the bank. 

Q.—Did the stock stand in your 
name, in trust? A.—It stood in my 
name, in trust for the Federal Life 
Insurance Company. 

Q.—As security to the Federal Life? 
A.—Yes. 
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Q.—What was the amount of the 
advance? A.—The total amount of 
the advance— 

Q.—It was originally $11,150? A. 
—Yes. 

Q.—On 50 shares of Bank of Ham- 
ilton stock? A.—yYes. : 

Q.—And then it was increased to 
$16,000 on 84 shares? A.—Yes. 

Q.—What was the Bank of Ham- 
ilton stock worth then? A.—I can 
scarcely say. It was worth, at any 
rate, a 10 per cent. margin, it was 
held good over it. 

Q.—What you have here is, ‘‘value 
$19,000.” What was that the value 
of? The 50 shares or the 84 shares? 
A.—The, 84 shares. 

Q.—If 84 shares were worth $19,000 
how much were 50 shares worth? 
(No answer.) 

Q.—Was that loan approved by the 
Board? A.—Yes. 

Q.—Can you refer to the Minute 
showing the approval? A.—The first 
two loans were approved by the Board, 
$5,831 each, I think, Oct. 11th. 

Q.—On October llth you received 
$5,831.25? A.—yYes. 

Q.—That, I suppose, was the total 
price you paid for the stock? A.—I 
do not think that. 

Q.—It would look like it? A.— 
Why soP 

Q.—Because that is the price about 
for the 84 shares? A.—Yes, but the 
stock at that time— 

Q.—These 50 shares would be $11,- 
300 at the same ratio, and you had 
just about that amount there? A.— 
The stock was selling at that time at 
333. 

Q.—You paid into the company on 
October 28th $512.50. Was that divi- 
dends? A.—It may have been—no I 
think not, because it is not dividend 
date. 

Q.—What would that $512.50 be? 
A.—The probabilities are that the 
stock had reduced a little in price, 
and I paid that much into the com- 
pany. 

Q.—Can’t you tell from your own 
books how much that $5,831.25 was— 
whether it was not the whole of it? 
A.—I cannot tell now. 

Q.—Have vou these entries in your 
books? A.—No, we have no entries 
whatever. The $16,500 was the cost 
of the 50 shares. 

Q.—At what price 
ured it. 

Q.—How do you know it was 330? 
A.—T remember it distinctly, I have 
good reason to remember it. 


A.—330 T fig- 
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Q.—In 1902? A.—Yes—no, I am 
wrong it was 233. I meant to say 
233. I was quite wrong. That was 
the full amount I paid in: $512.50 is 
the difference. 

Q.—That means that you bought 
that stock and issued the company’s 
cheque for it at that time? A.—Pos- 
sibly I did. 

Q.—Without any resolution of the 
Board? A.—No, there was a resolu- 
tion of the Board. 

Q.—I have a resolution for a loan 
of $5,775 to David Dexter at 5 per 
cent. On the security of shares of 
Bank of Hamilton stock? A.—Yes, 
and next meeting you will have an- 
other resolution. 

Q.—I fancy not? A.—It is not 
very far from it, either before or after. 


Q.—That was on the 27th October, 
1902? A.— There was one earlier than 
that, : 

Q.—I was wrong. It was on the 
20th October and these transactions 
were put through on the llth and 
15th so that there was no authority 
for that until after the transaction 
was put through, and there was no 
Margin on it until two weeks after- 
wards? A.—Yes. 

Q.—That is to say the company’s 
funds were used to pay the full price 
of the stock without any payment 
made by you on account of it until 
October 28th, when you think pro- 
bably the stock fell in value? A.— 
No, I do not think so now. I am 
satisfied this was the margin that was 
intended, and then probably on De- 
cember Ist the $250 was when there 
was a little reduction in the price of 
the stock. 

Q.—No, that would be dividend, be- 
cause it comes in again June Ist. A. 
—Yes. 

Q.—In ‘the same account August 
as there is an amount $1,110? A.— 

es. 

Q.—Is that another advance? A.— 
There was an allotment of 6 shares in 
connection with it. This is another 
advance. 

Q.—At what rate? A.—It was at 
185, I think. 

Q.—How many shares? A.—Six 
shares. 

Q.—So that that was the full amount 
of the allotment price? A.—Yes. 

Q.—On December 28th there was a 
credit item, but on March 24th, 1904, 
there was an advance of $5,775? A. 
=—y 68: 

Q.—That was to take up more 
stock? A.—That was another pur- 
chase when the stock was reduced. 
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Q.—Down to what rate? A.—206. 

Q.—How many shares did you get 
then? A.—26 or 28. 26 I think. 

Q.—It was 28, was it not? A.— 
Yes, 28 

Q.—That made the 84 shares? A. 
—Yes. 

Q.—The 84 shares at 206 would be 
worth how much, $17,304? A.—yYes. 

Q.—And you had, at that time, 
owing on it $16,775, had you not? 
A.—Yes. 

Q.—You paid $775 on March 25th? 
A.—Yes. 

Reng $16,000 on June 25th? A. 
—Yes. 

Q.—Was that completely taken 
away from the company then? A.— 
No, it was transferred. Owing to the 
objection raised by the Department 
of Insurance, it was transferred to 
another party. 


Q.—Who was it? A.—Mr. Mc- 
Laughlin. 

Q.—Where is his account? <A.—It 
comes in a little later. 

Q.—Then on June 17th apparently 
a loan was made by the company to 
G. E. McLaughlin, Hamilton? A.— 
Yes. 

Q.—Of $18,000 on 84 shares of Bank 
of Hamilton stock? A.—How much 
was the stock? 

Q.—The value was $18,000. The 
loan was $16,000? A.—Yes. 

Q.—Was the cheque for that actual- 
ly issued by the company or was it 
just on a transfer in the accounts? 
A.—A transfer. 

Q.—No crossing of cheques? A.— 
No, only an agreement. 

Q.—Who was G. E. McLaughlin? 
A.—My son-in-law. | 

Q.—It was still your stock? A.— 
Yes, by agreement between us, al- 
though he became responsible as well 
as me. 

Q.—But it was your stock? A.— 
It was the original stock. ; 

Q.—He never became interested in 
the stock? A.—No more than to be- 
come responsible. 

Q.—He got all the risk and none 
of the benefit; is that true? A.— 
Yes. . 

Q.—How did he become responsible 
to the Federal Life? A.—By signing 
an agreement to that effect. 

Q.—Have you the agreement? A. 
—No, I have not. 

Q.—I would like to have all agree- 
ments that were signed with respect 
to these loans? A.—AIl right. 


(Adjourned for one hour.) 
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MR. TILLEY: Mr. Wegenast of 
the Mutual Life made some mistake 
in his evidence yesterday and is here 
now and would like to correct it, if 
your Honours will permit the inter- 
ruption P 

JUDGE MacTAVISH: Yes, cer- 
tainly. 

GEORGE WEGENAST recalled. 


JUDGE MacTAVISH: What is the 
correction you desire to make? A.— 
Your Honours, just about the time 
that the Commission was rising in 
Waterloo last night, Mr. Geary and 
I were discussing the question of the 
ratio of expense to income. Mr. Geary 
asked me what was the ratio of ex- 
pense to income in our company for 
1905. I said it was 17.8 per cent. 
which it is. We then discussed cer- 
tain questions in connection with 
such a ratio to a company’s expen- 
ses; that is in regard to whether it 
would be fair in case of all companies. 
My views are already on record in 
that regard, and I will not repeat 
them, but Mr. Geary wound up by 
suggesting this, to which I unwitting- 
ly agreed, and which I wish to correct 
now, that no particular significance 
could be attached to the ratio of ex- 
pense to income. I said, no. I think 
it is due— 

MR. GEARY: My suggestion was 
hardly that. 

THE WITNESS: Well, I am sub- 
ject to correction. However, that is 
what I was told. I do not remember 
myself, but I think it must have been 
due to the fact that I was under 
examination for about eight hours and 
I was very tired, and I did not seize 
the significance myself, fully, and I 
wish to merely say that I do regard 
the ratio of expense to income as 
one of very great significance; that 
is to say, it does make a difference 
whether a company’s ratio of expense 
to income is 17, 20 or 25 or 30 or 
50 or more, and it will make a very 
great deal of difference to _ policy- 
holders in a company if its ratio of 
expense is 17, or 18, or more. I do 
not wish to be on record as saying 
that it would make no difference what 
ratio the company’s expense was. 

MR. GEARY: It arose from a 
statement in the report on which they 
laid some stress, that the ratio of 
expense was 17 4-5 or something of 
that sort. 

JUDGE MacTAVISH: Yes, there 
was a reference to it. 


6 EDWARD VII., A. 1909 
Federal Life, (D. Dexter, Ex’d). 


DAVID DEXTER recalled. 


MR. TILLEY: You were going to 
get the loan agreements? A.—Yes, 
I find in hypothecation agreements, 
that the hypothecation agreements for 
stock were always handed to the bor- 
rower when the loan was paid off, 
and usually destroyed, as in this 
case. 

Q.—That was the ordinary form of 
hypothecation agreement signed by 
your son-in-law? A.—Yes, containing 
a covenant. 


Q.—That he would pay? A.—Yes. 


Q.—The stock being transferred to 
him in order that the loan might be 
made to him and not have your name 
appear? A.—Yes, that was it. 


Q.—Was there a loss on that loan? 
A.—No loss whatever. 

Q.—The company got 5 per cent. 
interest? A.—Five,per cent. interest. 

Q.—Was that a fair rateP A.—A 
fair rate. Part of the time there 
was 953. 

Q.—On this loan? A.—Yes, 

Q.—Did you pay to the company 
throughout the whole transaction the 
rate the company was then receiv- 
ing on similar transactions? A.— 
That was precisely it. 

Q.—No advantage to you in any 
shape or form? A.—No advantage 
whatever. We had a similar loan to 
a broker, and when we charged him 
53 I paid 53. 

Q.—Does that exhaust everything 
with regard to that transaction? A. 
—Yes. 

Q.—The stock was sold, was it? A. 
—Yes, sold. 

Q.—And the account is now closed? 
A.—It is now closed. 

Q.—TkHere is nothing remaining of 
that in the books of the company? 
A.—No, not since a year past. 

Q.—Now, Mr. Dexter, have you had 
any other loans from the company? 
A.—None. 

Q.—Or any other financial assist- 
ance of any kind from the company? 
A.—None. 

Q.—Has the company ever loaned 
money without security at allP A.— 
Not that I am aware of. I have no 
recollection of it. 

Q.—You would know itP A.—I 
would know it, 

Q.—If such a transaction had taken 
‘place you would have known it? A. 
—There has been no loan of any kind 
without security. 

Q.—You have always got some - 
security, no matter how sound finan- 
cially the borrower was? A.—True. 


A 
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-Q.—What other shareholders in 
your company have had loans? A. 
-Dr. Wolverton, one of the directors, 
had a loan. 

Q.—Dr. Wolverton had a loan of 
&1,000 at 6 per cent. interest on 10 
shares of Landed Banking and Loan 
Company’s stock? A.—Yes. 


Q.—The doctor is your medical 
referee? A.—Yes. 

Q.—The value of the stock stated 
*n the account is $1,200? A.—Yes. 

().—Was that a stock on which you 
could lend money? A.—yYes, I be- 
lieve so. 

Q.—You would think that was an 
authorized investment? A.—Oh, I am 
satisfied of that. 

Q.—The objection to it arises out 
of the person to whom the loan was 
made? A,—Yes. 

Q.—How did that loan come to be 
made? Was it authorized by the 
Board? A.—I believe so. I am con- 
fident of that, 

Q.—It was known by all the Board? 
A.—It was known by all the Board. 

Q.—And approved? A.—And ap- 
proved. 

Q.—Was the application for the 
loan made to youP A.—Yes. 

Q.—Personally and you approved 
of it? A.—I approved of it, and it 
was also approved of by the Execu- 
tive Committee, 

Q.—That was not the last loan that 
he hadP A.—WNo, there is still an- 
other. That one was paid off in 
March, 1904. There was another loan 
July 13th, 1904. 

Q.—What was the security? A.— 
Fifty shares of the Cataract Power, 
Light and Traction Company pre- 
fererd stock. 

Q.—Was that a security authorized 
under the Act? A.—I believe so. 


Q.—The value of it was said to be 
what? A.—$5,000. 

Q.—Was that the market value? 
A.—That was the market value at 
that time. 

Q.—What is the market “value of 
it now? A.—About $250 more. 

Q.—$5,250? A.—Yes. 

Q.—That loan was repaid April 
15th, 1905? A.—Yes. 

Q. “Might that be associated with 
the sitting of the Commission in any 
way, April 15th, 1905? A.—No, not 
at all. It would have been paid off 


anyway. 
Q.—It was a year too soon. Then 
does that ped eyes Dr. Wolverton’s 


loans? A.—Yes. 


e 


% 
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Q.—What other shareholders have 
had loans? 

MR. TILLEY: Shareholders or di- 
rectors. I think the Act covers 
either. Let us have the directors 
first. A.—Mr. Murray. 

Q.—A loan of $700 on 41 shares of 
Hamilton Masonic Hall Company, and 
what is the rest? A.—I do not un- 
derstand the contractions there. 

Q.—On 10 shares of the capital 
stock of the Aid Savings and Loan 


Company ? A.—Yes. 
Q.—It is said the market value was 
$1,200? A.—Yes. 


Outs there an established market 
value for either of them? A.—There 
is, I believe, a market value based 
upon the interest paid upon Masonic 
Hall Company’s shares. 


Q.—What interest is paid on Ma- 
sonic Hall shares? A.—Four per 
cent. 

Q.—And the value of the stock? <A. 
—The value of the stock at 75. 

Q.—What interest is paid on’ the 
other? A.—At the present time I 
believe, there is nothing. I do not 
know what was paid on it at the 
time this loan was made. 


Q.—Were either of those two stocks 
authorized under the Act? A.—TI 
think the Masonic Hall Company and 
the Loan Company would be. 

Q.—Would you lend on those stocks 
in the ordinary course of business? 
A.—Perhaps not for a permanent 
loan, 


Q.—Would you change ‘‘perhaps 
not’”’ to ‘‘not’’P You are pretty sure 
about that, are you not? A.—Not on 
a permanent loan at the present 
time. 

Q.—Would you lend a person just 
wanting to do business with you in 
the ordinary way to come in and get 
a call loan on those two stocks? A.-- 
No, not now, because the latter named 
is useless at the present time. 

Q.—I suppose you would not hive 
done it then because with your know- 
ledge of those things you would have 
feared it might have become useless? 
A.—I think they were perfectly safe 
at that time. 

Q.—You think you would have loan- 
ed on it? A.—Yes, with a call loan. 

Q.—That loan was paid off Decem-. 
ber 28th, 1903? A.—Yes. 
eas —That looks dangerously near the 
end of the year? A.—TI do not think 
it had any reference to that. It 
was only a temporary loan in any 
event. 
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Q.—You think it was not called in 
because of the annual returns? A. 
—No, I think not. 

Q.—Then what next? A.—There is 
Mr. Wakefield. That is a real estate 
loan, 

Q.—Where is the property? A.— 
The property is situated on Went- 
worth Street in this city. 

Q.—What is the number of the 
loan? A.—No. 51. 

Q.—Give me the amount of it. 
Loan 51 is a loan on May 14th, 1896, 
due in 1901? A.—$1,800. 

().—$2,400? A.—That is the value 
of the property. 

—The amount of the loan is 
$1,800? A.—Yes. 

@.—In 1897 you have $1,800. ‘That 
is the amount still standing against 
that loan in 1897? A.—Yes. 

Q.—And that continued down to the 
year 1900, some time in the year 
1900, when it was paid off. It would 
be paid off in 1901. This would be 
the 3lst December? A.—Yes. 

Q.—Then, were there any other di- 
rectors’ transactions? A.—There is 
a transaction to Mr. Haslett in trust. 
This was some money handed to Mr. 
Haslett for the purpose of invest- 
ment to some of his clients. He ad- 
vised us that his clients were buying 
Westinghouse stock— 

Q.—The amount of the loan is 
$12,000. The interest is blank. Do 
you remember what the rate was? 
A.—The rate was 5 per cent. 

Q.—Security 160 shares Canadian 
Westinghouse stock? I suppose that 
was stockP A.—Yes. 

Q.—Was that an authorized stock? 
A.—No, I think not. 

Q.—That loan was made on April 
19th, 1905, and paid November 15th? 
A.—Yes. 

Q.—Does that close it all up? A. 
—Yes. Part of it was repaid May 
5th. 

Q.—$5,240 repaid May 5th, $3,260 
May 18th, and $3,500 on November 
15th, all in the year 1905? A.—Yes. 

Q.—You can give whatever state- 
ment you have to make about that. 
A.—Mr. Haslett advised us that his 
clients were buying Westinghouse 
stock and had placed mortgages and 
other securities in his hands to be 
disposed of, proceeds to be applied 
for that purpose, and as he will re- 
quiré a few days to do so, he asks 
us to make an advance of $12,000. 
and he would hold the Westinghouse 
securities and all the securities in 
trust for us. It was not to take more 
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than a week or ten days to do it. 
Afterwards he reported that owing to 
the unexpected departure of one of 
the parties for England there was 
some slight delay in closing the tran- 
saction, but if we wanted the money 
we could have it at any time. We 
did not think it advisable under the 
circumstances to ask for it. 


Q.—Was that arrangement made 
with youP A.—Yes. 

Q.—And you, of course, were satis- 
fied to make it? A.—Satisfied that 
the security was ample. 

Q.—I suppose that that would be 
so, but did you raise any question 
about the Act being infringed? A.— 
No, I do not think so. 


Q.—You certainly did not as to his 
being a director, because that was not 
present to your mind in these tran- 
sactions? A.—I do not think I raised 
any objection as to the Act being 1n- 
fringed. 

Q.—That was not g loan to Mr. 
Haslett in person? A.—No. 

Q.—It was not a personal tran- 
saction of his? A.—It was in trust. 


Q.—And would the securities stand 
in his name in trust? A.—The securi- 
ties, not only the Westinghouse, but 
other securities which he held. We 
simply entered the Westinghouse as 
a security on which the loan was 
made. 


Q.—Was there any other transac- 
tion with a shareholder? A.—Not that 
I am aware of. I do not remember 
any. ( 

Q.—Are you covering both share- 
holders and directors? A.—I am not 
aware of any shareholders. 

Q.—-You think they were all direc- 
tors? A.—I think those were the 
only cases. 

Q.—Are all those persons parties to 
this agreement or only some of them? 
A.—No, not all of them. Oh, I wish 
to correct that statement. There is 
a case of a loan to Mr. Kearns. 
Mortgage loan some years ago. 

MR. HASLETT: I think you men- 
tioned that. 

WITNESS: No, I did not give the 
particulars. Loan of $2,000, May, 
1904, 6 per cent. 

MR. TILLEY: On land where? A. 
—On land in Burlington. 

Q.—Do you know what the value 
of the land was? A.—The value of 
the land was $3,000. $1,000 of the 
loan was repaid in December, 1901. 
and the balance on the 10th of this 
month. 


: 
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Q.—That was getting a little nearer, 
but I suppose that was paid off in 
the ordinary course of business? A. 
—Yes. 

Q.—Being a loan on real estate? 
A.—Yes. 

Q.—Has there been any loss to tha 
company in respect of any of these 
transactions? A.—None whatever. 

Q.—Did the company get as good a 
return in the way of interest on all 
these transactions as it would from a 
stranger? A.—Quite as good. 

Q.—You are positive about that? 
A.—Positive about that. 

Q.—What transactions have you had 
by way of loan or purchase of securi- 
ties not authorized by the Act? A.— 
We have had no loans that I know of 
on any security not authorized by the 
Act. There was purchases of course of 
the Hudson Bay shares and Sao Paulo 
bonds, which, according to the decision 
of the Department— 

Q.—Any others? A.—No others. 

Q.—Let me have before coming to 
that, so as to exhaust the Federal 
Life part of it first, transactions 
where you have loaned on Federal 
Life stock? A.—There is only one 
that I remember of. 

Q.—What one was that? A.—That 
was Mr. W. H. Ray of Winnipeg. 

Q.—A loan of $200? A.—Yes. 

Q.—On 50 shares? A.—Yes. 

Q.—Was he in any way connected 
with the company? A.—He was an 
agent of the company, and _ these 
shares were taken as security for an 
advance to him. 

Q.—After the advance had been 
madeP A.—Yes. 

Q.—That is to say he fell into your 
debt by reason of iadvances?, A.— 
Yes. 

Q.—He owned these shares irrespec- 
tive of this transaction? A.—Yes. 

Q.—And then in order to secure 
the company against a loss in respect 
of that item, you took this security? 
A.—Yes. 

Q.—Have you ever loaned on any 
other shares of the Federal LifeP A 
ae think not. I have no recollection 
of it. 

Q.—What do you say about the 
other shares you bought? A.—The 
Hudson Bay shares? 

Q.—When did you buy them? A.— 


200 shares purchased 19th February, 
‘1903. 


Q.—And you paid for those shares 
$12,649? A.—Yes.— No, we paid 


_ $40,000. 


Q.—The par value was $12,649 A. 
—Yes. 
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Q.—You bought them through Osler 
and Hammond in Toronto A.—Yes. 

Q.—You received some interest and 
some payment in reduction of prin- 
cipal A.—Yes. 

Q.—$1,942.42 payment on principal 
and $971.11 in 1905? A.—Yes. 

Q.—And the shares were sold on 
the 4th April of that year for $73,- 
000? A.—Yes. 

Q.—In the London market? A.— 
Yes, 

Q.—Then there was a commission 
paid on the sale, and your company, 
realized on the whole transaction a 
large profit? A.—Yes, something near 
$35,000. 

Q.—Which does not, I suppose, 
justify the transaction? A.—We were 
satisfied with the jsecurity, satisfied 
that it was good, and we believed, be- 
cause all the lands of the company 
were in this country, and such a large 
quantity of them— 

Q.—You appreciate the point that I 
make that it is not authorized under 
the Act? A.—Yes. : 

Q.—And no matter what the profit 
was, it does not make it a legitimate 
transaction? A.—I believe we were 
under the impression it was an in- 
vestment of the company coming un- 
der the Act at the time, but we were 
advised that it was not. 

Q.—Then with regard to the Sao 
Paulo bonds what transaction had you 
there, $25,000 of the Sao Paulo bonds 
in 1900? A.—yYes. 


Q.—And $25,000 of another issue 
and $25,000 of a subsequent issue. 
That is to say you had $75,000? A. 
—$75,000. 

Q.—AIll bearing 5 per cent.? A.— 
Yes, 

Q.—They were purchased in 1903? 
A.—¥es. 

Q.—That is the year of the purchase 
of the Sao Paulo bonds? A.—Yes. 

Q.—And others in 1904? A.—Yes. 

Q.—And bought through the Do- 
minion Securities Company, sold in 
1905, sold to Wood Gundy & Co.? 
A.—Yes. 

Q.—What was your result with re- 
gard to these bonds? A.—We made 
a small profit of about $3,000 besides 
the interest while we carried them. 

Q.—I suppose you say that is un- 
authorized because that is the view 
that has been held by the Depart- 
mentP A.—Yes, we sold them im- 


mediately after receiving from the 


Department a copy of of the letter 
written by the Deputy Minister of 
Justice. 
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Q.—Does that ruling carry your 
judgment, or have you considered the 
Act? A.—I have never thought the 
ruling was correct. 

Q.—But your modesty prevents your 
answering that it was not correct? 
A.—However, we were anxious to do 
what the Department thought right. 

Q.—And at that time, I suppose, 
you were in a position to sell them at 
a profit that you were glad to take 
probably? A.—We preferred holding: 
them. 

Q.—But you were coming out of 
the transaction in a way that did not 
make you feel very badly about dis- 
posing of them? A.—Yes. 

Q.—You had some other rather large 
loans for call loans, had you not? 
A.—We have had, yes, latterly. 

Q.—To private individuals or to 
brokers? A.—Not to brokers, large 
loans. 

Q.—Are these loans still current? 
A.—Some of them are. 

Q.—Would you just refer to what 
loans you mean there? A.—There 
are a few loans on one class of se- 
curity. 

Q.—On what class is,that? A.— 
The security of the Cataract Com- 
pany’s preferred and Common stocks. 

Q.—How many loans were made on 
that stock? A.—Four, I think—no, 
five. I think there were five. 

Q.—Were they all made about the 
same time? A.—Oh, some months 
separated them, I believe, in some 
cases. 

Q.—Was it different parts of one 
transaction, one arrangement, or are 
these transactions all clear and dis- 
tinct, one from the other? A.—They 
are all distinct. 


Q.—It is not part of some plan that 
is being carried through in any way 
with respect to the— A.—Not at 
all; they are all distinct loans, sepa- 
rate loans. Some of the parties may 
have been on similar bonds, but they 
were distinct loans. 


Q.—And so far as your knowledge 
goes, no connection between them in 
any way? A.—There was no connec- 
tion between the loans so far as I 
know. 

Q.—And does any transaction with 
respect to these loans, call loans or 
otherwise, in any way touch upon any 
personal transaction of your own? 
A.—Not at all. 

Q.—Or any of your directors? A. 
—-No. 

Q.—Or any of your shareholders? 
A.—No personal transaction, no. 
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Q.—None of these large transac- 
tions you have referred to, or any of 
the other transactions in any way 
affect you as the transaction we con- 
sidered this morning, where you trans- 
ferred the Bank of Hamilton stock to 
your son-in-law?, A.—No, I have no 
interest or connection with them. 


Q.—LEither disclosed or undisclosed ? 
A.—No. 

Q.—Nor any of your directors? A. 
—Nor any of my directors. 

Q.—Tell me the total amount you 
had loaned on the Hamilton Cataract 
Power bonds and stocks at any one 
time, the largest amount. A.— 
$120,000 to $125,000. I think it runs 
nearer $150,000. 

Q.—About $150,000P A.—Yes. 

Q.—AIl these loans approved by the 
Executive Committee in the regular 
way? A.—Yes. 

Q.—Did you ever consider whether 
you were getting too large an amount 
loaned on one security? A.—Well, 
we never thought there was any risk 
in connection with it. 


Q.—I suppose whenever you come to 
a transaction where a company enters 
into it, you would expect the manager 
or someone responsible to say he did 
not believe there was a risk? A.— 
Oh, no. 

Q.—And because it comes out all 
right, of course it seems probably un- 
reasonable to say there might be a 
risk? A.—The security is ample. 
There is no question about that. We 
secured ourselves. 

Q.—What rates do these loans bear? 
A.—Six per cent. 

Q.—I notice one at 5. A.—Yes, it 
is a small loan, $13,000. 

Q.—About $19,000? A.—yYes. 

Q.—And the largest loan is about 
$85,000, is itP A.—Yes. 

Q.—That is the largest single loan, 
and that bears 6 per cent.? A.—Yes. 

Q.—How much have you now loan- 
ed on that stock? A.—The amount 
remains about the same. 

Q.—That is since these loans have 
been put through, which was about 
a year or a year and a half ago. on 
an average, the loans have remained 
with you? <A.—yYes, we have been 
adding to them. They were not put 
through a year and a half ago. + 

Q.—I say a year to a year and a 
half ago. It was not all at one time? 
A.—No., ‘ 

Q.—Have you any other loans now 
on unauthorized securities? A.—Not 
that I am aware of. 
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Q.—I mean other than what you ~ 


have told me about in the history 
of your investments? A.—Not that 
I am aware of. 

Q.—What about Sun Life Assur- 
ance Company shares? A.—We did 
not make a loan on the Sun Life 
shares. 


Q.—Beg pardon? A.—We made a 
_ loan on the Brantford Electric Light 
and Power Company’s stock. 

Q.—Mr. Haslett says the ‘total 
amount outstanding on the security 
of the Hamilton Cataract Power Com- 
pany is $131,900? A.—Better make 
sure of that. 

Q.—How do you explain that tran- 
saction? A.—The loan was made on 
the security of the Brantford Electric 
Power Company. 

Q.—Which is an authorized invest- 
ment? A.—An authorized investment. 


Q.—You have entered these stocks 
at par, the Brantford Electric? A. 
—Yes. 

Q.—By independent enquiry you 
have been advised that this was a 
fair value? A.—Yes. 

Q.—And that these _ particular 
shares, it is alleged, were sold for 
that? A.—Sold for that and the 
profit on them since I believe. 

Q.—The certificate shows they were 
sold for that merely; that would make 
the value of those shares $36,000, and 
your loan was $38,000? A.—Yes. 


Q.—So that the loan could not have 
been on that security? A.—There is 
the London and Canadian Loan & 
Agency Company’s stock in addition 
to that, which is also a valid secur- 
ity. 

Q.—Under what process of reason- 
ing are you now taking out some of 
these securities and saying the loan 
was on these securities which are 
good, and then putting out the others 
and saying the loan was not on those, 
but those were simply collateralP A. 
—The margin was sufficient for a loan 
on the stocks that were authorized, 

Q.—I did not appreciate probably 
the point you were*making. What 
you intend to say is you had suf- 
ficient margin in authorized securities 
without having to rely on the un- 
authorized? A.—That puts it better 
than I did. 

Q.—But the loan was on all? A.— 
We held the other as collateral secur- 
ity; it was offered to us as additional 
security. 


Q.—AIl hypothecated under the one | 


document? <A.—yYes. 
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Q.—No distinction in the way you 
treated one of the securities and the 
other? A.—Not so far as an agree- 
ment. 

Q.—Nor in the method of book. 
keeping; any difference would be a 
purely mental one? ».A.—I presumft 
that is correct, 


Q.—You regarded the unauthorized 
securities when making the advance 
just the same as authorized ones? A. 
—We regarded them as supplemental 
to the other. 

Q.—You regarded them as being so 
much security to you? A.—So much 
additional security. 

Q.—On which you made the loan? 
A.—Yes, 


Q.—In addition to the Sun Life 
Assurance Company’s stock you had 
Dominion Iron & Steel stock? A.— 
Yes. 

Q.—That is unauthorized? A.— 
Yes. 

Q.—100 shares of itP A.—Yes. 

Q.—And some policies in two dif- 
ferent life insurance companies? A. 
—That would also be authorized. 


Q.—Yes, that would also be author- 
ized; but I was giving the list of the 
securities, the nature of them; that 
loan was paid off? A.—Yes, that loan 
was paid off in January last I think, 
was it not? 

Q.—January of this year, because 
it was out-standing at the end of last 
year? A.—yYes, it was paid off early 
this year. 

Q.—And no loss on the investment? 
A.—No. 

Q.—Interest 6 per cent.? A.—Yes. 

Q.—Have you had any other sec- 
urities included in that way with 
authorized securities? A.—I think 
not, I do not know of any.° 

Q.—You know of no security that 
has come into your hands by way of 
additional security or collateral sec- 
urity or in any other way that is un- 
authorized under the Act? A.—No. 


Q.—You have told of all your trans- 
actions of that nature? A.—We have 
disclosed everything we know of. 

Q.—Has the Federal Life ever in- 
vested in any securities leaving them 
in a broker’s office? A.—No. 


Q.—Never had a little margin ac- 
count running? A.—Never dealt in 
margin account at all: Anything we 
have purchased we have purchased 
outright. 

Q.—And the returns you have sent 
in to the Commission show every 
transaction in which you ‘ave receiy- 
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ed securities in any shape or form? 
A.—Yes, every transaction. 

Q.—Has there ever been any ac- 
count carried in your name, or the 
name of any other person on behalf 
of the company? A.—No. 

Q.—The Bank of Hamilton stock 
that was in your name in trust was 
not intended for the company? A.— 
No, it was intended for myself. 

Q.—Do you still hold it? A.—No. 

Q.—Have you sold many of the 
stocks or bonds that you have pur- 
chased from time to time? A.—Not 
many, very few of them; we have pur- 
chased to retain them as a rule. 

Q.—And you generally carry them 
till they mature, do you? A.—Yes. 

Q.—Have you the list there of the 
bonds sold? A.—Yes, it is correct. 

Q.—That covers the Hudosn Bay 
stocks you told us about? A.—Yes. 

Q.—And Salt Fleet debentures? A. 
—Yes, and Sao Paulo Tramway. 

Q.—Are those all the debenture 
pend or stocks you have soldP A.— 

es. 


Q.—Why did you sell the debentures 
that you mentioned there? A.—I 
think about the time we purchased the 
debentures an agent of Gay & Com- 
pany of Montreal offered an advance 
on the price of them and we made a 
profit on those. 


Q.—You made a profit on each of 
those investments you sold? A.— 
Yes. 

Q.—Did you prepare the statement 
as to how long the capital was im- 
paired and to what extent it was im- 
paired? A.—We have a statement 
of the number of years; (from 1891 
to 1894) $20,629.05 impaired in 1891. 
1892, $9,787.12; 1893 there was a 
small surplus; in 1894 the capital was 
again impaired, $1,550.36; afterwards 
a surplus. 


Q.—In what year wasit that money 
was contributed? A.—In 1890. 

Q.—So that there was still an im- 
pairment? A.—Yes. 

Q.—I intended to ask you whether 
in the case of the large loans that 
you have spoken of, take the largest 
one amounting to about $85,000 that 
you spoke of, did you take any other 
security? A.—We have a bond or 
covenant from several gentlemen who 
are very strong financially. 

Q.—Have you the bond here? A. 
—No. 

Q.—Do you remember the names of 
the parties to the bond? A.—Yes. 

Q.—Were any of them directors of 
the Federal Life? A.—Yes, one is 
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a director but not an active director, 
he is not a member of the Executive 
Committee. 

Q.—Was there only one? A.—Only 
one. 

Q.—Only one that was a sghare- 
holder? A.—Only one that was a 
shareholder. 

Q.—Or in any way connected with 
your company? A.—Or in any way 
connected. 

Q.—Was that person interested in 
the transaction? A.—I think not, so 
far as I know he was not interested. 

Q.—What was his name? A.—Mr. 
Gibson. 

Q.—Why do you say he was not in- 
terested? A.—I |think he was not 
interested in the loan, he became a 
party to the bond to satisfy us. 

Q.—To satisfy you as to the secur- 
ity? A.—Yes. 

Q.—Did you regard the security as 
possibly rather low for such a large 
loan? A.—No, we did not at that 
time. 

Q.—What was the value of it then? 
A.—About par at that time. 

Q.—That would be—? A.—$119,000. 

Q.—Did you insist on a collateral 
bond? A.—Yes, we wanted a colla- 
teral bond. 


Q.—Was the loan offered to you 
without the bond at first? A.—Yes. 

Q.—And on objection by you the 
bond was given? A.—There was no 
objection particularly, only that we 
felt the loan was a large one, $85,000, 
and we preferred to have a bond; we 
believed the security was good with- 
out it. 

Q.—You would not have made the 
loan on the security without the bond? 
A.—That is hard to say, I think we 
would have made it. 

Q.—Why did you insist on it? A. 
—Because we wanted as much secur- 
ity as we could get to make ourselves 
perfectly safe. 

Q.—Would you think it proper to 
lend on a security you would not 
otherwise lend on by getting a per- 
sonal bond? A.—We endeavor to 
get as large a security as we can in 
every instance. 

Q.—So far as you know the persons 
in that connection were not bound 
together by a community of interests ? 
A.—I don’t know that they were: 
presume they are in some respects in 
connection with the company, they 
are all shareholders in the Cataract 
Power Company. 

Q.—And was it because you were 
aware of that that you thought the 
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loan should be secured by bond? A. 
—I think perhaps I had better cor- 
rect that statement I made before, 
because on. objection to the large 
amount of loan asked for we were 
offered the bonds; I think that was it 
when I remember correctly. 

Q.—You think the suggestion came 
from the borrower? A.—Yes, I 
think so, 

Q.—Did you get a similar bond in 
the case of the other loan on the 
same stock for about the same 
amountP A.—No; not the same 
amount of loan, you mean the same 
proportion of stock? 


Q.—You had about the same 
amount of loan? A.—No, except that 
$85,000, the only large one— 

Q.—You say in connection with the 
loan of $85,000 on $143,900 of Ham- 
ilton Cataract stock that you got the 
bonds? A.—Yes. 

Q.—That was in 1905P <A.—Yes. 

Q.—I suppose the security was 
steadily advancing in value? A.— 
Yes. 

Q.—And had been? A.—It has been 
more since that time. I suppose it 
had been advancing then, too. 

Q.—And I suppose you would want 
a little better margin in the case of 
a stock that had been advancing fair- 
ly rapidly than you would in the 
case of a stock that was remaining 
fairly steady? A.—No, certainly not. 

Q.—Then you had another loan of 
$85,600 on the ‘stocks of the same 
company, and the value of those 
stocks was $135,400; and that tran- 
saction was in 1904, about a year,be- 
fore? A.—Yes. 

Q.—Then did you have a bond with 
that? A.—No, it was a larger amount 
of security in that case. 


Q.—The value is not so much; the 
value in one case was $143,900, and 
the value in the other $135,400? A. 
—I think the bond of $25,000 is 
added there in the value in the one 
case. 

Q.—I think not? A.—I estimated 
the figures at $119,000. 


Q.—That is that $143,000 includes 
the $25,000? A.—Yes. 

Q.—You had no bond in the tran- 
saction of 1904? A.—I think not. 

MR. LANGMUIR: Q.—The same 
parties, this other transaction you 
speak of? A.—One of them is the 
Sale. 

Q.—The hypothecation bond under- 
taking did not give you a lien upon 
what you had before? A.—No, it was 
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a separate loan; the other was re- 
paid. 

Q.—Have you ever got any commis- 
sions on loans made by the oempany? 
A.—No. 

Q.—Valuation fees? A.—-No. 
~ Q.—Allowances to cover your ex- 
penses in examining into properties 
and so onP A.—No, nothing but the 
actual expenses. 

Q.—There has been no commission 
to any member of the Board in re- 
spect of any services rendered by 
them for the company? A.—No. 

Q.—Nothing more than their regu- 
lar directors’ feesP A.—Nothing but 
what is shown in the regular directors’ 
fees, 

Q.—Can you give me a list of your 
directors? A.—No. 

Q.—Can you give the names of 
them from memory? A.—Yes, I think 
so, M. H. Aikens, Hon. J. M. Gibson, 
Hon. George E. Foster, William 
Kearns, Hugh Murray, A. E. Wol- 
verton, Rev. Dr. Wakefield, Rev. Dr. 
Potts, A. E. Russ, J. G. Scott, T. 
C. Hazlitt and myself. 

Q.—Your remuneration commenced 
with $3,000 in 1891? A.—Yes. 

Q.—And it continued at $3,000 to 
the end of 1896? A.—Yes, 

Q.—And then $4,000 to the end of 
1898? <A.—yYes. : 

Q.—$5,000 to the end of 19012 A. 
Tie, scan ce for 1902. 

.—$7,000 for 1903; $8,000 for 
1904; $9,000 for 1905. and it is on 
here to $10,000 in 19062? A.—Yes. 

Q.—And any promises of more next 
year? A.—No, 

Q.—Is that under a contract? A. 
—Not under contract, by a resolutian 
of the Board. 

Q.—The resolution covered how 
many years, each year by itself? A. 
—From the $5,000 to the six, seven 
and eight thousand a resolution cov- 
ered the three years. 

Q.—It covered three years each 
time? A.—Yes, from $5,000 to $6,000, 
*7,000 and $8,000 an increase of 
$1,000 a year for three years. After 
that another resolution covered to 
$9.000 and $10,000. 

Q.—That seems to be running up 
rather rapidly in the last few years 
compared with the earlier vears? A 
—True, but for many years my sal.rr 
was very low, several years $2,000 
_overal years succeeding $3,000, with 
the understanding that when the 
weumpany was able to pay the direc 
tors would make it more remunera-~ 
tive. 
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Q.—Is there any connection between 
the increase along about 1901 and 
1902 and when it commenced to run 
up, and the issue of the stock, and 
the more perfect control under the 
documents that the directors and you 
entered into? A.—There was no un- 
derstanding whatever. I don’t think 
there was any connection in any way. 

Q.—You think the increase would 
have been given just the same? A.— 
I think so. 

Q.—What is the occasion of the sal- 
ary progressing in that way at the 
rate of $1,000 a year, is there any 
understanding that that is to continue 
for some length of time? A.—No, no 
understanding whatever; the under- 
standing was it was to continue till it 


reached $10,000. 


Q.—And when was that understand- 
ing made, back in 1901? A.—Then 
it was till it reached eight, and after 
it reached eight there was a renewed 
understanding. 

Q.—There was no understanding 
outside the minutes at all, outside of 
just what the resolution shows? A. 
—None whatever. i 


Q.—On what basis do you remun- 
erate your directors? A.—Our direc: 
tors for several years received noth- 
ing but expenses in attending meet- 
ings, subsequently they received $5 
per meeting and expenses, and latter- 
ly $10 and their expenses for 
attending the meetings. 

Q.—Mr. Beatty is the President? 
A.—He was the President, 

Q. Before you? A.—Yes. 

Q.—What remuneration did he re- 
ceive as President? A.—Nothing as 
President excepting what the Board 
voted him from year to year in the 
way of bonuses. 

Q.—Then there is quite an irregu- 
larity in the amounts paid to him, is 
that due by the difference in pay- 
ments made under this arrangement 
whereby he was to be recompensed 
for the money paid in? A.—That 
was entirely due to that, he received 
nothing outside of that. 

Q.—What do you mean that all 
these payments— A.—Excepting the 
Board fees— 

Q.—Except the usual Board fees, 
there is no allowance to him as Presi- 
dent? A.—No allowance to him as 
President whatever. 

Q.—It is better nowP A.—Dual 
position now. 

Q.—I notice that you have a rather 
large shareholders’ vote at each meet- 
ing? A.—Yes. 
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Q.—In 1891 your shareholders’ vote 
was 5,855, and that continued at ex- 
actly that amount until the end of 
1895? A.—You mean the total share- 
holders’ vote at the meeting? 

Q.—Yes? A.—Yes, the directors 
themselves held in the neighborhood 
of, even in 1891, 4,000 shares, and 
the proxies in addition thereto, _ 

().—So that it shows there was no 
floating element in the annual meet- 
ing? A.—No. 

Q.—Then it was 6,090 in 1896, and 
in 1897, 1898 and 1899 it was exactly 
7,000, was it not? A.—That is the 
total shareholders’ vote. 


Q.—Do you mean that that is the 
total vote that could be polled? A. 
—Yes. 

Q.—I understood that to be the 
vote that was represented at the 
meeting? A.—No, that is the total 
vote. 

Q.—I am entirely wrong about that 
then; but the fact is that besides the 
stock that you and all the directors 
hold you hold about 1,000 votes on 
proxies besides? A.—Yes. 

Q.—You have substantial loans on 
policies, have you not? A.—Yes, we 
have a considerable amount loaned 
on policies. 

Q.—Is that on account partly of 
the liens you put on polices at one 
time? A.—Partly on that account, 
that increased the loans for a con- 
siderable time. 

Q.—What was the nature of that 
policy? A.—That we placed a lien 
onP 

Q.—Yes? A.—It is the ordinary. 
policy, what you have reference to, 
changes from a renewable term or 
low premium plan to a higher prem- 
ium plan, the difference in premiums 
dating back, being taken as a lien 
or loan against the policy. 


_ Q.—That is the policy I mean, it 
is what you call term insurance? A. 
—It was term insurance. 


Q.—And if you have term insur- 
ance of necessity the premium ad- 
vances each year? A.—Quite so. 

Q.—Because the risk— A.—In- 
creases with the man’s age, 

Q.—With a renewable term policy 
of that nature the premiums a man 
has to pay if he lives long enough 
become very disappointing? A.— 
Burdensome in old age. 

Q.—And I suppose it is fair to say 
that the policyholder does not always 
understand the arrangement when he 
enters into it? A.—I fear they do 
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a and | am sorry to say they do 
not. 

Q.—That is just because they do not 
read their policies? A.—yYes. 

Q.--The result of the dissatisfaction 
amongst the policyholders in that re- 
gard is that the company after a 
time has to try and evolve some 
scheme to get them off one plan of 
insurance and on another? A.—yYes, 
that is usually the case. 

Q.—It forces itself upon the com- 
pany by reason of the— A.—Of the 
dissatisfaction. 

Q.—Whether it is a dissatisfaction 
that is justifiable or not is an entire- 
ly different matter? A.—yYes. 

Q.—But that is the state the com- 
pany gets into? <A.—Yes, it becomes 
necessary for the company to offer 
substitutes. 

Q. Is it right to say that a com- 
pany such as yours would forfeit, a 
policy like the uniform term insur- 
ance in order to obviate the necessity 
of putting up high reserves? A.—I 
don’t know that I understand you. 

Q.—You would not have to put the 
reserves up in the case of that term 
insurance policy? A.—No, there is 
no reserve excepting the unearned 
portion of the year’s premium. 

Q.—That is a very small reserve? 
A.-—Yes, 

Q.—And there is a substantial ad- 
vantage to a young company, or a 
company that is labouring under a 
threatened impairment of capital or 
an actual impairment of capital in not 
having to put up that reserve? A.— 
Yes. 

Q.—Is that the reason why compa- 
nies adopt that sort of policy? A.— 
I assume that is the case with most 
young companies. 

Q.—Would that be right in the case 
of your company? A.—It was right, 
it was under the recommendation of 
Mr. Sheppard Homans, an eminent 
actuary. 

Q.—Now they modify that term in- 
surance, giving them some_ insur- 
ance— A.—Yes. 

Q.—That is brought upon a young 
company although probably it realizes 
in time there will be dissatisfaction? 
A.—Yes. 

Q.—I suppose you knew those poli- 
cies would ultimately cause a certain 
amount of dissatisfaction from policy- 
holders? A.—I did not suppose that 
it would cause as much dissatisfac- 
tion as it proved to. 

Q.—Yonu realized that was not a 
permanently satisfactory policy? A. 
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—Although I carried one myself, and 
still carry one. 

Q.—But your answer would be yes 
to that question? A.—Yes. 

Q.—Tell me what option you gave 
policyholders who had taat sort of 
policy, and about the time you gave 
the option? A.—About the latter 
part of 1893 or 1894 we have been 
offering them any level premium form 
of policy which we issued, either 
taken at the current age or to date 
hack to the issue of the original pol- 
icy, and on payment of the difference 
in premiums, with interest on the 
difference. 

Q.—That is the insured would have 
to go back and complete what he 
would have paid, and take the differ- 
ence and compute interest, and then 
paying that sum to the company he 
would be put on the life plan? A.— 
Yes, he would be in the same posi- 
tion as he would have been if he had 
taken that in the beginning. 

Q.—He could practically choose his 
own plan? A.—Yes, we would re- 
quire only a small payment, and in 
gome cases we got practically none 
on the back premiums. 

Q.—Having decided on that policy 
the trouble was these policyholders 
would not be in a position, or would 
not desire to pay up this claim, in 
order to change the plan? A.—Very 
few of them did. 

Q.—You would obviate that by lend- 
ing in effect to the assured the amount 
of that increased payment? A.— 
Yes, or 90 per cent. of it. 

Q.—I suppose you would lend them 
the whole thing in order to keep them 
on? A.—Wé would when we could 
not do better, 

Q.—That would be a charge against 
the policy, and would be deducted 
when the policy became a claim? A. 
—Yes. Interest is supposed to have 
been paid half-yearly on that loan. 

Q.—How was it worked out in that 
regard? A.—JIn most cases it was 
paid, in some cases it was not paid, 
and the interest allowed to accrue. 

Q.—I suppose having evolved that 
plan of getting the policyholders in 
a new position still your troubles 
would not be over, there would always 
be some dissatisfaction from _ policy- 
holders? A.—Yes, especially at mat- 
urity. 

Q.—And I suppose it is fair to say 
you have had a good deal of complain- 
ing about that by persons not thor- 
oughly understanding the nature of 
the transaction? A.—Yes, it is true. 
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Q.—Besides having a yearly renew- 
able term did you have a ten year 
renewable term? A.—Yes. 

Q.—The difference Peing that in- 
stead of giving insurance for one year 
you would give insurance for ten 
years? A.—Yes. 

Q.—And then for another period of 
ten years? A.—Yes, with a premium 
increasing after the first decade, and 
so on after the second and third, re- 
duced possibly or probably by a small 
amount of profit. 

Q.—You gave profits on these poli- 
ciesP A.—Yes. 

Q.—Did you guarantee the profits? 
A.—No, our profits are not guaran- 
teed in any case. 

Q.—The intention would be to take 
the profits and apply them on the 
premium for the next ten years? A. 
—Yes, that is the contract in the 
policy. 

Q.—And still the premiums would 
necessarily advance? A.—They must 
advance, yes. 

Q.—And I suppose there again the 
policyholders some of them, would feel 
that instead of getting profits that 
they were paying something they never 
anticipated being called upon to pay? 
A.—I suppose that policyholders feel 
their premiums advance too fast when 
they do advance. 

Q.—As a matter of fact the rates 
for the higher ages are usually omitted 
from the rate bookP A.—I think 
they run up to 60 or 65. 

Q.—And then stop? A.—Yes. 


Q.—Do you have some policyholders 
that say, Now, I thought after I reach- 
ed that age there would be no more 
advance on that, that that was the 
end of the advance? A.—I presume 
so, but I think the rate book or 
schedule — 

Q.—Has a printed statement in it 
that says other years will be in a sort 
of proportion to the risk? A.—yYes, 
will be furnished on application. 

Q.—That is in the book, but that 
is not read when they are looking at 
the schedule? A.—I am afraid they 
do not read enough. 

Q'—I suppose you wish you had 
never had to issue those policies? A. 
—We have wished so. 

Q.—Do you think that that plan 
resulted in any higher mortality? A. 
—It is my opinion that any low prem- 
ium insurance will result in higher 
mortality than the higher premium 
insurance. 

Q.—It is a sort of insurance that 
would have a very low premium at 
the start? A.—Yes. 
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Q.—Because instead of having the 
premium levelled through life he pays 
for the risk carried by the company 
in the first year and so on? A.— 
Yes; our experience proves that the 
low premium insurance induces greater 
mortality; we received risks that we 
would not have otherwise received 
on probably higher premiums. 


Q.—There was an adverse selection? 
A.—Yes. 

Q.—By reason of the price at which 
they could get in, and probably per- 
song entering into that kind of con- 
tract would be persons who would not 
be expecting to pay till they were 70 
years old? A.—Quite true, there is 
no doubt there is an adverse selection 
against any low premium insurance. 

Q.—And you reap the result of that 
in your company by a high death 
rateP A.—Yes. 

MR. KENT: Who fixed the pre- 
sent premium rates for your com- 
pany? A.—The present premium were 
fixed by Mr. Brough here following 
the uniform rates used by the greater 
number of our Canadian companies 
now. 


Q.—Do you know who fixed the rates 
that you are following? A.—Outside 
of our own company? 

Q.—Yes? A.—Well, there was a 
conference of the officers of some of 
the companies in the Association, who 
fixed the uniform rate following the 
P.M. mortality tables 34 per cent.; 
they fixed the uniform loading, not 
the rates. 

Q.—That is what I have been try- 
ing to get at all through the enquiry, 
to see whether any one company is 
responsible for the loadings that had 
been established? A.—No, it was on 
consultation and advice of the best 
actuaries that we had. 

MR. TILLEY: Q.—Agreed on as 
the best thing to doP A.—yYes. I 
want to add to what I said last, that 
we have a comparatively small amount 
of those low premium policies on our 
books at the present time, and I think 
our premiums will average as high 
as those of any other company, that 
is the plans. 

Q.—You had a_ guarantee fund 
scheme too, hadn’t you, in connection 
with policies? A.—Yes. 

Q.—Whereby 25 per cent. of each 
premium had to be put into a guaran- 
tee fund? A.—Yes. 

Q.—And used if necessary in the 
payment of death losses? A.—Yes. 

Q.—And that amount then would 
be used in the case of the ten year 
policies to reduce future premiums? 
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A.—Not the ten year renewable poli- 
cies, that is the yearly renewable pol- 
icy, the first distribution of its fund 
was at the end of the first ten years 
of the policy, on the ordinary yearly 
renewal policy. 

Q.—You have explained those in 
your returns? A.—Yes. 

Q.—I will put in the statement you 
have given showing the percentages of 
the contribution to the guarantee 
fund returned, first, from 1894 to 
1899, and then 1899 to 1902, and then 
to 1904 and so on? A.—Yes. 

—Statement showing percentages of 
contribution to the guarantee fund 
marked as Exhibit 374. 

Q.—That feature again has brought 
complaints I suppose as tw» the 
amount? A.—yYes, I suppose it was 
thought sometimes there was not suf- 
ficient return. 

Q.—We have had correspondence 
with some persons regarding that, but 
I don’t know that it is necessary to 
go into this because the reason why 
they complain seems to be apparent 
on the face of the policy, in the 
method in which the thing was car- 
ried through? A.—Yes. 

That exhibit 374 shows your method 
of quinquennial distribution and de- 
ferred dividend policies as well? A. 
—Yes. 


Q.—Do you still write those _poli- 
cies? Those yearly renewable term 
policies? A.—No, we have not writ- 
ten them for the past ten years. 

Q.—You have given. a_ schedule 
which indicates the premiums, includ- 
ing first year and renewal, you did 
not keep them separate I see to the 
end of 1895? A.—No. 

Q.—From 1896 you have carried 
them separately? A‘—Yes. 

Q.—In the year 1899 the first year 
commission amounted to about 62 per 
cent. of the first year’s premiums, 
then it rose to 72, and in 1895 it 
got up to 75 per cent.? A.—I think 
that can be accounted for from the 
fact that a great many of those first 
year premiums were obtained by ex- 
change, changing from the renewable 
term at a smaller cost than in getting 
business direct. 

Q.—I suppose with the term insur- 
ance there would be a creat deal of 
what you may describe as lapsing in 
the first year? A.—Yes. 

Q.—There would be no surrender 
value and no gain to either you or 
the insured because the contract came 
to an end? A.—No, sir 
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Q.—In your allowance of surrender 
values you have not allowed the same 
upon quinquennial distribution and 
non-participating policies and the— 
A.—And the deferred dividend. 

Neeeaes accumulation policies? A. 
—No. 


Q.—Why not, because of the larger 
accumulation to the credit of the pol- 
icy, or the natural accumulation to 
the credit of the policy, higher prem- 
ium paid. Of course the non-profit 
policy pays the lower premium, has 
a smaller loading, consequently can 
only afford a smaller surrender value; 
the larger premium policy— 

Q.—You make a difference of ten 
per cent? A.—Yes, and in the ac- 
cumulation policy where the term is 
twenty years the surrender value be- 
comes the full reserve between the 
14th and 15th year. 


Q.—You did not allow any surrender 
values until the expiration of five 
years at first? A.—No. 

Q.—And then you changed to three 
yearsP A.—Yes. 

Q.—Did you extend it to the older 
policies then or did you treat them 
the same as previously ? A.—We would 
extend it to the old policies where 
there was a sufficient amount of re- 
serve to warrant it; some of the older 
policies would have too small— 

Q.—You have furnished a_ state- 
ment to-day showing the,amount of 
insurance written in 1904; that was 
$3,010,499.50? A.—Yes. 

Q.—The amount that was not taken 
in 1904 was $135,934, and the amount 
that lapsed of that same insurance in 
1905 was $588,346.50? A.—Yes. 

Q.—That is at the end of the fol- 
lowing year there was $700,000 out 
of the three million dollars dropped? 
A.—Yes. 

Q.—How do you account for that 
large amount of insurance that is 
either not taken or lapsed in the 
first year? A.—It is largely through 
pressure in getting business. 

Q.—The not taken business of 
course is that that has not been 
properly secured by the agent in the 
first place, altheugh the application 
was accepted and the policy issued 
the agent is unahle to place it. He 
is unable to get the policy taken and 
paid for? A.—Yes, and the subse- 
quent Iapses are partly due to peo- 
ple taking on more insurance than 
they are able to carry, or taking on 
insurance when they are not able to 
carry it. 
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Q.—And getting such a large re- 
bate? A.—Sometimes that accounts 
for it. 

Q.—They can take out new insur- 
ance every year paying one premium 
and getting it much cheaper than 
term insurance? A.—That accounts 
for it in some cases, 

Q.—And I suppose your company 
has to do the same as other companies 
in that regard? <A.—Yes, we have 
had some of the same experience the 
others have had. 


Q.—When you were commencing 
you say you were looking for this 
term business rather than the other 
plan? A.—Not immediately at com- 
mencement, a year or two after our 
commencement we found the other 
business coming rather slowly. 


Q.—You did not use as low rates 
for the ordinary plans as some other 
companies? A.—Not in some cases, 
no; we are not using as low rates as 
some of them. 


Q.—And you made no change in 
your rates until 1900? A —No, prac- 
tically no change till 1900. 

Q.—And then the 33 per cent. re- 
serve came into force and you made 
the change? A.—Yes. 

Q.—But when you made them you 
made them pretty effectually? A.— 
Increased the rates somewhat. 

Q.—A rather substantial increase? 
A.—Yes. 

Q.—A good deal more than was ne- 
cessary to take care of adjusting the 
increased reserve? A.—It is not 
very much addition to the loading out- 
side of the increased reserve, it is 
very little difference. 


Q.—We have prepared a statement 
showing these premiums and showing 
the book used. and your actuary can 
look at it. It shows the life plan, 
the twenty payment plan and the 
twenty-year endowment plan, and the 
age 25, and here is the book used: se 
that it runs uniformly until 1906 in 
that case, and then it changes from 
‘$18.40 for life to $21.30: %95.35 to 
$30 on twenty payment life. and 
and twenty-year endowment $45.85 to 
$48 60.2 2A Yes. 


Q.—Age 35, age 45 it runs about 
the same, for the first three years 
there is no change, and then a sub- 
stantial ehange taking the age 45, 
life plan $36.10 to $38.35, $41.75 to 
$46.95? A.—Yes. 

Q.—Twenty year endowment $52.55 
to $55.05? A.—The greatest change 
was in the 20 payment life. 
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Q.—In the same way the ten year 
period, that shows the rates; if I 
just mention it will be sufficient, at 
age 35 the change at the year 1900 
was from $24.85 to $27.95 on the life 
plan; $31.60 to $36.95 on the twenty 
payment plan; $47.85 to $50.55 cents 
on the 20 year endowment? A.—Yes. 

Q.—These rates were originally well 
up for the plans of insurance; there 
were lower rates than those in use by 
other companies previous to 1900? 
A.—Not many, I think, they were 
rather below the others, especially the 
American companies. 

Q.—From time to time you have 
had to change your estimates have 
you not? A.—Yes. 

Q.—And you made many changes 
in the ten payment results; for in- 
stance at age 25 the book used, you 
went from $122.02 down to $80.02 in 
1892; then down to $44.42 in 1897; 
and then down to $44 in 1900; that 
is to say you estimated in 1892 that 
your profits would be $122, and they 
came down in 1900 to $44 of an esti 
mate? A.—Yes. 

Q.—Those original estimates must 
have been very high? A.—I think 
they were high; experience proved 
that they were too high. 

Q.—Take the age 35; in 1892 your 
estimate was $149.96; in 1900 your 
estimate was $59. At age 45 your 
estimate was $198.32 in 1892, and you 
came down to $93 of an estimate in 
the year 1900. How did you arrive 
at these estimates? A.—Those esti- 
mates were arrived at on the basis of 
a better interest earning power than 
we have been able to have during the 
last ten years; and also expenses, bet- 
ter interest earning and less taxation 
than we have had to bear; and: we 
find that the expense of getting busi- 
ness also is increasing. 

Q.—Were these mathematically cal- 
culated? A.—They were calculated on 
a mathematical basis by an actuary 
probably with an eye to coming some- 
where near what others were estimat- 
ing. 

Q.—Because it would look as though 
you were taking just a certain num- 
ber of dollars off and not making any 
actuarial calculation off? ©A.—That 
may have been on the reduction. 

Q.—I notice in this case there is 
one cent taken off in 1892; then 16 
year period and the 20 year period 
you had. to change in the same way? 
A.—Yes, they were all changed in the 
same way. 

Q.—For instance in the 20 year 
period on the 20 year endowment 
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your 1902 estimate of surplus was 
$953, and in 1905 you brought it 
down to $397. In 1892 your estimate 
was $1,080, at age 35, (the previous 
estimate being at aye 25) and on the 
35 age you brought the estimate 
down to $419. 

Q.—In 1892 for age 45, estimate 
$1,335, and now you have it down to 
$480? A.—Yes. 

Q.—That is one-third of the amount? 
A.—Yes. 


Q.—There could be no possible justi- 
fication for these estimates? A.—I 
think the estimates were too high in 
the first place. 

Q.—I fancy probably that would be 
right; then you have had estimated 
surpluses and been able to compare 
them with your actual results? A.— 
Yes. 


Q.—And do you find that your re- 
sults do not come up to the stand- 
ard? A.—They did not come up, 
that was one reason of changing. 

Q.—In the year 1900 the actual re- 
sult 10 year endowment at age 31 was 
$159.04? A.—Yes. 

Q.—Your estimate before 1892 was 
$220, and estimate in 1900 was $180. 
In 1902 your actual result at age 31 
on a 20 year endowment was $214.58 ; 
your estimate before 1892 was $1,022. 
and your estimate in 1900 is still $511; 
you, estimated the policyholder would 
get in profits before 1892 five times as 
much as he got? A.—It does seem a 
remarkable estimate. 

Q.—That is you realized one-fifth of 
what you estimated; then you have 
only got the estimate down yet to 
$511, although you were then realiz- 
ing only $214; that is to say about 
50 per cent. of your estimate was be- 
ing realized. The same way at age 
30, 20 year endowment, result $208.- 
41; before 1892 $1,010. 

Q.—Your estimate now is $507? 

MR. BROUGH: With an increased 


premium in the case of the latter. 
Q.—Was there before 1892? 


MR. BROUGH: No. 


Q.—I suppose you have got to keep 
the estimates up if you want to get 
business? A.—In competition it would 
be difficult to get business, unless 
your estimates were about the others. 


Q.—Five times the actual result 
seems to be a pretty high estimate? 
A.—Yes. 

MR LANGMUIR: That is the high- 
est we have had yet, is it not? A.— 
I think the results are very fair; the 
estimates were out of proportion. 
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MR. TILLEY: The actual results 
of 20 payments, age 43, $226.08; esti- 
mate before 1892 $1,011.63; and the 
estimate now $514. Should not these 
be down a great deal yet? A.—They 
might be reduced still further, al- 
though the premium has a _ little 
heavier loading, a little larger prem- 
ium, 

Q.—That is the present premium 
since 1900 has a greater allowance 
from which profits may be expected 
to accrue? A.—yYes. 

Q.—Then you have submitted a pro- 
fit and loss statement for the year 
1905 as requested by the commission ? 
A.—Yes. 

Profit and loss statement filed as 
exhibit 375. 


Q.—Your loading on the Ist year 
premium was $17,056.03; your net 
expected death loss $13,021.72, and 
you had no actual death losses in 
your business of 1905? A.—WNo. 

Q.—Your total expenses were $136,- 
049.88, leaving $105,972.13, paid out 
in expenses in the year 1905 over and 
above the margin allowed on the first 
year premiums? A.—That represents 
only the actual cash premiums receiv- 
ed on the first year’s business, not 
those that were paid for by note, not 
the amount of business paid for by 
note. 

Q.—Have you taken any cash re- 
ceived on notes in the previous first 
year—the actuary could tell us that 
—you say the notes for first year busi- 
ness are not included in that? 


MR. BROUGH: No. 


—Mr. Brough answers the questions 
till a change is indicated. 

Q.—Did you take into account the 
cash you received on notes that had 
been issued for the previous first 
year’s business? A.—Yes, we took in 
the first year premiums paid. 


Q.—So that what you lost by throw- 
ing the first year notes into 1906 you 
made up by bringing the 1904 notes 
in? A.—To a certain extent. 

Q.—Taking each calendar year it 
would make it about right after all, 
would it? A.—Somewhat the same. 


Q.—There seems to be no _ death 
loss in the year 1905 with respect 
to 1905 business? A.—None whatever. 

Q.—I suppose that that is just an 
exceptional case the same as we have 
found it in another company where 
they have a greater death loss than 
they expected? A.—That is the gen- 
eral custom. 
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Q.—Not to have any death loss? 
A.—Not the first year; occasionally 
we do. 

Q.—Not death loss at all? A.—In 
the first year we occasionally do. 

Q.—So that your margins are prac- 
tically all profit for first year busi- 
ness? A.—Yes. 

—Mr. Dexter answers the questions 
till a change is indicated. 

MR. TILLEY: There is about 450 
per cent. of cost on first year busi- 
ness as compared with the margins? 
A.—There is a considerable amount; 
I think Mr. Brough can explain it 
better than I can. 

—Mr. Brough answers the questions 
till a change is indicated. 

A.—We have prepared another 
statement giving the margins on the 
first year premiums, not in the year 
1905 particularly. 

Q.—That is you have given a state- 
ment in which you put it this way: 
Expense first year business, $136,- 
049.88; then you have loading on the 
first year $23,565.57, that is not the 
same item you had? A.—No, that 
includes the loading on policies issued 
in 1905. 

Q.—On policies issued in 1905, in- 
stead of what? A.—Taking the pol- 
icy year rather than the calendar year. 

Q.—Taking all the first year prem- 
iums in respect of policies issued in 
that year? A.—Yes. 

Q.—Your death losses, expected 
$26,043.44, all gain? A.—Yes. 

Q.—And reserves released by lapses 
first and second years $53,618.61; that 
brings $103,227.62—you are simply 
changing the form in which we get 
up the profit and loss statement? A. 
—I am making it apply to one full 
year and also adding lapses. 

Q.—We give credit for the lapses 
further down to the extent to which 
you are entitled to credit; and I 
think we had better stick to the form 
we have; and this is the way we get 
comparison with the first vear busi- 
ness of other companies; that is a 
high ratio is it not? 

—Mr. Dexter answers questions till 
a change is indicated. 

~A:--Tt is rather high, higher than 
T would like to see it. 

‘Q.—Do you press your agents to 
each one try and increase the amount 
he writes this year over the preced- 
ine year? A.—We do as a rule; I 
think that is customary. 

4).—And do you give them a bonus 
or a vrize if they succeed? A.—We 
have in some years, not regularly. 
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Q.—What sort of a prize do you 
give them? A.—Sometimes a small 
additional commission, I mean on 
the business written; in other cases 
perhaps $1.00 per thousand insurance 
written during the last three months. 

Q.—Why don’t you give that bonus 
on the first three months of the year? 
A.—Because the first three months of 
the year, as a rule, are not so good 
for business as the last three months; 
money is more plentiful and people are 
more likely to enter into new engage- 
ments in the last few months of the 
year than in the early part of the 
year. 


Q.—Along about Christmas? A.— 
Yes, previous to that. 

Q.—That makes the race for busi- 
ness at that time rather strenuous? 
A.—Yes. 

Q.—And then you have the lapsing 
and not taken policies afterwards 
flowing from thatP A.—Partially due 
to that. 

Q.—And high expense in getting 
business? A.—Yes. 

Q.—And the Federal has to go in 
the race? A.—Competition 1s keen. 


Q.—There would not be any seri- 
ous objection to keeping your business 
about the same one year with an- 
other or even falling a little below? 
A.—There is an objection to falling 
below. 

Q.—Why? A.—For the appearance 
for one thing. 

Q.—And anything else? A.—It dis- 
courages your agents, they are the 
two principal things. 

().—The result to the policyholder 
is as good or if not better? A.— 
Probably it is as good unless the mor- 
tality would increase; that to a small 
extent would do no harm but to a 
considerable extent it would do harm. 


Q.—That is, just sufficient to pre- 
vent this strain at the end of the 
year, would not it be a good thing 
for the Federal, to ease off? A.—For 
the Federal with the others. 

Q.—For the Federal without the 
others? A.—I do not think so. 


Q.—The cost of new business in 
1905 amounted to about 60 per cent. 
of your entire earnings, I think; that 
is a high percentage, is it notP A. 
—The cost of new business? 

Q.—Yes, that loss upon the new 
business; on the renewal loadings you 
were more successful, you kept your 
expenses within the margins for load- 
ing, did you not? A.—Yes. 
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Q.—You did not use up all the re- 
newal margins; renewal loadings; 
your actual death losses on business 
other than the first year business was 
about $139,000 as compared with 
$167,000 expected, a gain of about 
$28,487? A.—Yes. 

Q.—Is that a fair ratioP A.—I 
think so. 

Q.—Or is that a little high? A.— 
Slightly higher than in some other 
years, a very fair ratio. 

Q.—You have profits from sales or 
maturity $22,515.49? A.—Yes. 

Q.—Does that include this stock 
you told us about this morning? A. 
—Yes. ; 

Q.—There is nothing undisclosed, 
nothing you have not told us about? 
A.—No. 

Q.—Increase of market values $27,- 
499.27; what is that connected with? 
A.—It is connected with some of the 
bonds which have been increasing in 
value, bonds we have owned. 


Q.—Did that increase all come in 
the year 1905? A.—Mostly in the 
year 1905. 

Q.—With respect to what bonds or 
debentures was that? A.—I could not 
tell you without a list of them. - 

Q.—Can the actuary tell us in a 
general way; there must be some 
securities to account for that large 


writing up? A.—That is simply the 


writing up over and above the pur- 
chase value, the book value. 

Q.—I would like to know whether 
that could all be taken in as a profit 
in one year; it seems a marvellous 
jump in one year? A.—TI cannot tell 
you the exact bonds in which the in- 
crease was made, or whether it was 
wholly an increase in 1905 or part- 
ially in 1904, 

Q.—Then comes the item that the 
actuary was mentioning, that is the 
gains from surrenders and lapses, the 
reserves released were $101,384.59, and 
values allowed $32,970.26, or a gain 
of $68,414.33, a considerable portion 
of which would be fair to offset 
against the cost of the first year’s 
business? A.—Yes. 

Q.—I suppose that your company 
is a party to the rebating that is go- 
ing on the same as all others? A.— 
We are not entirely free from it, al- 
though we have endeavored to dis- 
courage it. 

Q.—Do you ever give rebates un- 
less you are forced to? A.—No. 

Q.—That is about as much as any 
company can say? A.—Yes. 
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Q.—Do you give rebates if a man 
comes in and applies for insurance? 
A.—No. 

Q.—You would not give a man a 
rebate who comes in to you and says 
“Here, I am going to take out $5,000 
insurance, and if you care to give me 
the usual agent’s commission I will 
give you the policy; if you won’t I 
will go elsewhere?’’?’ A.—We have not 
done it at the present time. 

Q.—Probably the man never pre- 
sented himself? A.—Not in that way 
probably. 

Q.—It would be a very strong temp- 
tation, would it not? A.—It would 
be difficult to overcome, but still I 
don’t think I would like to create a 
precedent of that kind. 

Q.—Do you ever make an agent an 
allowance because he has given a re- 
bate? A.—No. 

Q.—Do you have agents on salary? 
A.—Yes. 

Q.—Supposing an agent on salary 
writes a policy and gives a rebate 
does he give you a voucher showing 
the payment of the sub-agent’s com- 
mission? A.—Yes, sub-agent’s com- 
mission. 

Q.—And I suppose that is the way 
the item is treated? A.—I think it 
is in many cases. 


Q.—And_ I suppose the company 


‘must be aware that that is really a 


rebate given to the insured? A.— 
Is not positively aware, they may sus- 
pect it. 

Q.—Strong grounds for suspicion? 
A.—Yes. 

Q.—Can you say what you think an 
ordinary agent gives up by way of re- 
bate on the average out of his com- 
missions? A.—No, I have no idea. 

Q.—I am told it would be fifty per 
cent or possibly even better? A.— 
I should think fifty per cent possibly 
in some cases; the agents differ in 
that respect. 

Q.—I was taking the average? A. 
—I think that would be rather too 
much for an average. 

Q.—Do you write both participat- 
ing and non-participating business? 
A.—Yes. 

Q.—Do you pay your agents differ- 
ently on one class from the other? 
A.—Yes, we pay ten per cent. less on 
non-participating, that is the differ- 
ence. 

Q.—Do you keep your non-partici- 
patine business separate in your books? 
A.—No, we have not done so. 
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Q.—Can you tell whether it pays 
taken on its own merits? A.—We 
are only satisfied from the general re- 
sults it does. 2 

Q.—You do not charge up to its 
own death losses and so on? A.—No, 
we have not done so at the present 
time. ve 

Q.—In view of the provision of the 
Act about profits in the eae 

oing to participating policy- 
Peides dont ot fake you should 
keep the accounts in the same way so 
that you have the line clearly drawn? 
A.—I think we shall do so, but up to 
the present time, the balance is s0 
largely in favor of the shareholders 
that it has not been necessary to do 
‘Q.—But the longer it is left off the 
greater the work in getting it estab- 
lished? A.—Yes. _ 7 

Q.—Have you considered keeping 1n- 
dividual accounts with each policy? 
A.—We keep an individual account 
on cards but not entering profits. 

Q.—That is only a cash account? 
A.—That is the cash account. 

Q.—Showing the premium charged 
and premium paid and so on, it does 
not show the amount you set aside 
for reserve on the policy and interest 
on the reserve and so onP A.—It 
does not carry it on, we have a separ- 
ate reserve card. 

Q.—I suppose there is a distinct ad- 
vantage in doing that? A.—I am not 
competent to say that. 

Q.—What would you think, Mr. 
Brough? Is there an advantage in 
keeping an account with a policyholder 
showing the exact state of his account 
with reference to reserve and other 
items, charging up reserve on the pol- 
icy and so on, computing the interest 
on it, and being able to show at any 
time the present state of that policy, 
whether it is clear on your books or 
not? A.—Yes, I think it would be 
an advantage, I have not thought of 
it very much. 

Q.—You have not thought of adopt- 
ing it in your company? A.—Not 
very seriously. 

Q.—Referring to this item you have 
in there as to profits on increased 
values you cannot give me any further 
light on that, that large item $20,- 
000 odd? A.—Not without the list, 
which we have not got here. 

Q.—I wish you would make up a 
statement and send it to us? A.— 
Yes, we will send it to you. |. 

Mr. Tilley files copy of policy loan 
agreement, which was marked as ex- 
hibit 376. 


6 EDWARD VIIL., A. 1906 
Federal Life, (D. Dexter, Kx’d). 


Q.—Do you under your policies pay 


’ a cash surrender value after a lapse, 


even though it is not demanded? A. 
—No, under our present policies there 
1s automatic continuance of the in- 
surance, 

Q.—Whether he demands it or not? 
A.—Yes. 

Q.—If he elects can he take the 
cash surrender value? A.—Yes. 

Q.—But he does not forfeit every- 
thing by the lapse? A.—No, he for- 
feits nothing; the reserve is used up 
by continuing the insurance. 

Q.—Is that a change in your policy 
forms? A.—That has been since 
1900. 

Q.—Before that I suppose he had 
to apply for itP A.—Yes. 

—Mr. Tilley files copy of the proofs 
of loss, which was marked as Exhibit 
STi 

Q.—Do you know what company 
first employed a man to think of all 
these questions? A.—T really do not. 

Q.—I suppose one company has just 
been following the forms? A.—-We 
are revising our forms and making 
them.very much shorter. 

Q.—Is that a matter that is now 
in hand? A.—Yes, Mr. Hazlitt has 
it now in hand. 

Q.—Would you send us a copy of 
your revised forms? A.—Yes. 


Q.—There seems to be no use of 
a great many of these questions? A. 
—No, I think not. 


MR. HAZLITT: After a certain 
time, 

MR. TILLEY: Q.—In view of the 
provisions of policies to-day? A.— 
Non-forfeiting policies. 


Q.—Some of your agents seem to 
receive a small commission and yet 
your expense on first business does 
not seem to warrant the assumption 
that you are paying less commissions 
than other companies? A.—I think 
our commissions average about the 
same as others in ratio. 


Q.—Where you find a contract giv- 
ing 40 per cent. commission, does that 
mean some sub-agent? A.—That is 
sub-agent only. 

Q.—Then above him there will be? 
A.—A general agent. 

Q.—Who will get a sufficient amount 
to bring it up to the usual commis- 
sion? A.—Yes, the general agent will 
get 70, that is the forty will be de- 
ducted from it of course. 

Q.—I suppose it is impossible to 
keep all your contracts on even terms 


= 
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with regard to commission? A.—We 
cannot do that very well. 

Q.—Because it depends upon the 
agent and your ability to make a con- 
tract with him? A.—Yes, the quali- 
fications of the man. 

Q.—And your district agencies, 
what are usually called general 
agents? A.—Yes, 

Q.—And the sub-agents are paid out 
of their commissions? A.—Yes. 

Q.—What are local agents? A.— 
They are sub-agents. 

MR. TILLEY: It is understood 
that this will close the examination 
of the company, but there may be 
further examination of Mr. Dexter if 
required by any of the parties. 

MR. GEARY: I agree with what 
my learned friend says and will be 


able to ask any questions I desire at | 


the time suggested by him if it is 
further proceeded with. 

JUDGE MacTAVISH: This com- 
pany as well as other companies must 
understand that their officers must be 
available at any time that the Com- 
missioners may desire information 
from them. 


We will adjourn now until Mon- 
day morning at half past ten in To- 
ronto. I may also announce that on 
Tuesday, 24th July, we will sit in 
the City of Winnipeg for the purpose 
of enquiring into the affairs of the 
Great West Life Insurance Company, 
at 10 a.m. 

The Commission adjourned at 4.55 
p.m. Friday, July 13th, to the City 
Hall, Toronto, Monday, July 16th, 
1906, at 10.30 a.m. 


FIFTY-SIXTH DAY. 


MORNING SESSION. 


Toronto, Monday, 16th July, 1906. 

MR. TILLEY: I had intended go- 
ing on with Mr. Dexter this morning, 
to complete anything that it was de- 
sired to ask him, but Mr. Geary is 
not here yet, and if your Honours 
will approve I will let that stand and 
go on with the Commercial Travellers, 
meantime, taking up the Federal Life 
when Mr. Geary arrives. We can go 
into the Commercial Travellers at any 
future time and complete it. 

JUDGE MacTAVISH: Yes. 


COMMERCTAT TRAVELLERS’ MU- 
TUAL BENEFIT ASSOCIATION. 


JOSEPH TAYLOR, sworn. Exam- 
ined by MR. TILLEY: 


Commercial Travellers, 
(J. ‘Layior, Hx’d.) 


Q.—What position do you occupy 
in the Commercial Travellers’ Mutual 
Benefit Association? A.—President. 

Q.—How long have you been Presi- 
dent? A.—About a year and a half. 

Q.—Prior to that had you interested 
yourself in the affairs of the Society ? 
A.—Yes. 

Q.—To any extent? Had you been 
a trustee? A.—Yes. 

Q.—For how long have you been 
a trustee? A.—Oh, perhaps fifteen 
years—twelve or fifteen years. 

Q.—And I suppose then that you 
are fairly conversant with all the dif- 
ferent changes that have taken place 
in the Society regarding rates and so 
on, from the time it was formed till 
now? A.—Well, in a general way. 

Q.—I mean to say your information 
regarding that would be as full and 
complete as the information of any 
other person that we could get con- 
nected with your Society? A.—I 
think so. 

Q.—Has the Society any actuary? 
A.—No. 

Q.—Has it felt the need of an ac- 
tuary? A.—Well, we did have the 
services of perhaps one or two actu- 
aries when our rates were changed 
four years ago. 

Q.—To make special reports to the 
Society? A.—Yes. 

Q.—Have you not felt the need of 
permanent actuarial help, or does that 
seem so expensive that you have never 
even considered it? A.—Well, up to 
the present time I do not think we 
have felt that we should have a perm- 
anent actuary. 

Q.—But you have had some reports 
made to you from time to time, one 
by Mr. Pipe and the other by Mr. 
Macdonald? A.—Yes. 

Q.—Have you had any reports 
made to you except by Mr. Pipe and 
Mr. MacdonaldP A.—I think there 
was another about that time, but at 
the time the rates were changed some 
five years ago or thereabouts, I was 
then a resident in England, so I have 
not been a continuous member of the 
Board. 

Q.—Whose report had you then? 
A.—This was at the time that you 
are speaking about, when Mr. Pipe— 

Q.—I am asking you whether there 
was any person other than Mr. Pipe 
and Mr. Macdonald, that made a re- 
port? Did any other actuary give 
you a report? A.—TI think there was 
another actuary consulted at the same 
time Mr Pipe was consulted, 
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Q:—Who--was it? “All -do =not 
know. I was then in England a 
couple of years. 

MR. TILLEY: Can you tell us who 
that was, Mr. Fielding? 

MR. FIELDING: I could not say 
myself. For my part I never felt 
much hke consulting an actuary. 

MR. TILLEY: Just give me an 
answer, was there any other actuary 
consulted, and if so who was it? 


MR. FIELDING: I am not aware 


that there was. 

MR, TILLEY: Then, Mr. Taylor, 
who is what you might call Manager 
of your Society? A.—As far as the 
ordinary business affairs are concern- 
ed I would be considered as the man- 
ager. 

Q.—At the present time? <A.—Yes. 

Q.—Of course you do not pretend 
in any way to devote your time to 
it, except as necessary to carry on 
the work? A.—I cannot afford to 
give up my time. 

Q.—You give your time to your own 
business? A.—Yes. 

Q.—And I suppose that that fact 
applies to all the gentlemen who are 
connected with the institution? A.— 
Oh yes. 

Q.—They all attend to their own 
business, and then just devote such 
time to the affairs of the Society as 
occasion demands? A.—Yes. 

Q.—Who have you connected with 
the Society that devotes his or her 
whole time to the work? A.—Well, 
we have a Secretary, Assistant Sec- 
retary and an Agent. 

Q.—What is the duty of the Agent? 
A.—To canvass for new business, 

Q.—To canvass for members and 
business? A.—Yes. 

Q.—Who occupies that position at 
the present time? A.—-Richards 
Ivens. 

Q.—What salary is he paid? A.— 
$600 and $2 for every accepted mem- 
ber. 

Q.—Every accepted member he 
brings into the insurance branch? A. 
—We have made a change there. He 
is paid $600 and $4, or is it $2— 
yes, it is $2. We raised it from $1 
to $2. 

Q.—I notice there was a resolution 
put before the meeting to raise it 
to $4. Do you know if that was car- 
ried or not? A.—That was in regard 
to any member of our association who 
brought in a new member—that he 
should be given a commission of $4. 

Q.—Was that carried? A.—We 
did carry that and continued it fer 
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Commercial Travellers, 
(J. Taylor, Hx’d.) 


some time. We are not doing that 
now. 

Q.—What are you doing now? A. 
—Paying $2. 

Q.—Does Ivens get $2 on any new 
members, except those that he pro- 
cures himself? A.—No. 

Q.—And if another member brings 
in an additional member he gets the 
same commission? A.—Yes. 

Q.—$2 per member? A.—Yes. 


Q.—Other than that $2 for each 
new member and the $600 in gross 
that is paid to Mr. Ivens, is there 
any sum paid or commission allowed 
with respect to what you might call 
your new business, in your Society? 
A.—No., 

Q.—That covers everything that is 
paid out to any person with special 
reference to that item? A.—Yes. 

Q.—The Commercial Travellers’ 
Mutual Benefit Society was, I think, 
incorporated under the Ontario In- 
surance Act? A.—Yes. 

Q.—That-is under the Statutes of 
1877, Chap. 167; that is the chapter 
relating to benevolent, provident and 
other societies? A.—Yes. 

Q.—And you then pfoduced the de- 
claration for a charter and obtained 
the certificate of the judge of the 
county court as required by that Act, 
the certificate being dated the 27th 
day of January, 1882. Then did you 
proceed working under that Act for 
some time? A.—Well, that is rather 
ancient history that you are on now. 

Q.—Put it this way; do you remem- 
ber when you took out a Dominion 
license? A.—No, I do not. 

Q.—Can you give us any informa- 
tion as to the circumstances that ex- 
isted that made it, in your opinion, 
advisable to take out a Dominion 
License? A.—No, I do not think I 
could tell you. Our Commercial Tra- 
vellers’ Association were acting under 
Dominion Act and this society was 
simply an off shoot of that, and prob- 
ably it was considered advisable to 
be under the same Act. 

Q.—Let us see what that means? 
Would you explain briefly the nature 
of the society of which you say this 
is an off shoot? Well, the Commer- 
cial Travellers’ Association of Canada 
was inaugurated for the purpose of 
getting transportation privileges and 
not as an insurance society. The Com- 
mercial Travellers’ Mutual Benefit 
Society was inaugurated for the pur- 
pose of giving its members insurance. 
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Q.—Then, as I understand it, the 
society that was formed for the pur- 
pose of getting transportation at a 
certain rate for its members was the 
parent society, so to speak? A.— 
Yes. 

Q.—And it brought into existence 
this other mutual benefit society, 
which was organized for the purpose 
of giving insurance benefits to its 
members? A.—Yes. 

Q.—Really organized, I suppose, for 
getting insurance benefits for the 
members of the original society? A. 
—Yes. 

Q.—But you could not just put it 
in that way. Every person that be- 
longed to the Commercial Travellers’ 
Association of Canada did not neces- 
sarily take the insurance benefits? A. 
—Oh, no, 

Q.—That was purely optional? A. 
—Yes. 

Q.—Was it the intention to give in- 
surance benefits to persons who were 
not members of the Commercial Tra- 
vellers’ Association? A.—Not at its 
inception, 

Q.—But that was afterwards de- 
parted from? A.—Yes. 

Q.—Without going through the his- 
tory of that, as I do not think that 
is very important, will you tell me 
to what persons the Mutual Benefit 
Society now gives-the opportunity of 
taking jnsurance? A.—Well, to com- 
mercial travellers, merchants, manu- 
facturers, clerks, and other first-class 
or any hazardous risks. 


Q.—That is to say all persons who 
are within any occupations which 
would entitle them to be treated as 
first class risks by ordinary insur- 
ance companies, and not put on the 
hazardous or extra hazardous lists? 
A.—Yes. 

Q.—Who decides whether the ap- 
plicant comes within one of the 
classes? A.—The Board. 

Q.—That is the Board of Trustees? 
A.—Yes. 

Q.—We will refer to the Board later 
but in the case of any given applica- 
tion they pass upon it? A.—Yes. 

Q.—Having before them the appli- 
cation and the medical examiner’s re- 
port? A.—Yes. 

Q.—Did you originally require in 
each case that the applicant should 
pass a medical examination? A.— 
No. 

Q.—What was the original qualifi- 
eation for insurance? A.—Well, we 
practically took in all commercial tra- 


Commercial Travellers, 
(J. Taylor, Ex’d.) 


vellers who were vouched for as in 
good health. 

Q.—By whom? A.—By perhaps 
two other members of the society. 

Q.—Then originally the idea was 
that any member of the Commercial 
Travellers’ Association of Canada 
should be entitled to take out in- 
surance in the Mutual Benefit branch 
if he got two other members of the 
Association to give a certificate that 
they had known him, I suppose, for 
some time and were personally ac- 
quainted with and believed him to 
be a proper subject for insurance? 
A.—Yes., 

Q.—Then the result of that would 
be, I suppose, that you would have a 
fay bad selection of lives? A.— 

oO. 


Q.—As compared with lives that you 
had medically examined ? A.—The 
Commercial Travellers as a body, I 
think, probably are very much better 
than the ordinary class of lives. 

Q.—Healthier? A.—Yes. 

Q.—By reason of their vocation, to 
some extent, I suppose? A.—Well, 
it is necessary that they should be. 


Q.—They have good exercise for the 
lungs, too, but you afterwards chang- 
ed to have a medical examination ? 
A.—Yes. | 

Q.—Can you tell me when that 
change was: made? A.—No, I could 
not tell you exactly the time. 

MR. TILLEY: Do you remember 
that, Miss Rowley ? 

MISS ROWLEY: In the year 1888. 

MR. TILLEY: Can you tell me 
why the change was made, Mr. 
Taylor? A.—I do not remember, but 
I should say for the purposes of safe- 
ty. ? 

Q.—Must your experience not have 
been somewhat in the direction that 
I mentioned, of having rather a high- 
er death rate than you thought you 
should have? A.—At that time I 
did not think we had a higher death 
rate than we thought we should have, 
but I have no definite knowledge of 
why it did take place, but from a 
business man’s standpoint, I think 
it would be taken as preferable to 
the other. 

Q.—Then you have supplied to us 
a copy of the form of policy, if you 
call it such, that your Society is- 
sues, and that is the form? A.— 
Yes. 

MR. TILLEY: Has this form been 
in use all the time, Miss Rowley? 
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MISS ROWLEY: It is an old form 
but we have not got it now. 

MR. TILLEY: What is the differ- 
ence? 

MISS ROWLEY: The original 
form was $1 for every member in good 
standing. (Policy Exhibit 379.) 

Q.--What is meant by the annual 
fee? 2A—That is; thes dee, that’ all 
members pay for the purposes of ex- 
pense account. 

-Q.—The amount charged as pre- 
mium is supposed to be the net pre- 
mium without any expenses added to 
it at allP A.—Yes. 

Q.—Then every member contributes 
each year $2 to the Society which is 
used for the purpose of paying all 
the legitimate expenses of the So- 
ciety? A.—Yes. 

Q.—And under a proper manage- 
ment of your company’s affairs the 
moneys paid in by way of assessment 
for the death claims should never be 
used at all towards the expenses? A. 
—No. 

Q.—Whatever expenses you desire 
to make each year you must raise 
from your members separate and dis- 
tinct from these assessments for death 
claims? A.—Yes. 

Q.—That is a certificate of member- 
ship, and is not an absolute uncen- 
ditional promise to pay a certain sum 
of money to the assured or the bene- 
ficiary under the certificate? A.— 
We promise to pay whatever the in- 
sured is insured for. 

Q.—Not quite, do you, you promise 
to pay out of the fund if there is any 
fund; if there is no fund then there is 
no obligation to pay? A.—If there 
were no funds, but we have a fund. 

Q.—So long as the fund continues 
then the members are paid? At 
Yes. 

Q.—But if at any time the assess- 
ments paid in do not create g large 
enough fund then— A.-—We should 
have to go out of business. 

Q.—And the beneficiary could make 
no claim in any other way? A.— 
Not if the company was wound up. 

Q.—Even if it was not wound up 
there would be no liability for a de- 
finite sum, there is a liability to pay 
out of the funds of the society, and 
if the assessments that shall be made 
on your members are not sufficient for 
all time to pay these claims then the 
loss falls on the beneficiaries? A.— 
That is if there were no funds. 

Q.—Then you make the certificate 
also a promise to pay subiect to the 
by-laws in force at the time? A.— 
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Well, the by-laws of course may be 
altered from time to time. 

Q.—This certificate makes it pay- 
able subject to the by-laws in force 
at the time, then it goes on to say ‘‘On 
the conditions and stipulations en- 
dorsed on the certificate, and any 
amendment or addition thereto which 
may be made as therein provided” ; 
that is to say the person who takes 
out that certificate becomes for all 
purposes a member of your society and 
bound as a member by your by-laws, 
rules and regulations from time to 
time laid down? A.—Yes. 

Q.—So that if you at any time 
changed your rules and regulations 
that would operate at once without 
any consent from him? A.—He would 
be a party to it. 

Q.—By reason of being a member of 
the society? A.—Yes. 

Q.—In that way you say you could 
change the rates, the assessments he 
would have to pay? A.—Yes. 

Q.—If at any time you found the 
money received was not sufficient you 
could at once pass a by-law, you say, 
having general application to _ all 
members increasing the rates, and he 
would be bound by it? A.—Yes. 

MR. FIELDING: We would make 
an extra assessment which we have 
power to do. 

MR. TILLEY: Do you say you 
could not increase your rates? 

MR. FIELDING: We could, but 
we would make an extra assessment 
to provide those funds. 

MR. TILLEY: You have power to 
raise, have you not? 

MR. FIELDING: Not without the 
sanction of the members. 

MR. TILLEY: Bn the back of these 
certificates you print all the condi- 
tions and stipulations that are referr- 
ed to in the within certificate as being 
part of his contract? A.—yYes. 

Q.—I think you are required, are 
you not, to print on your certificate 
the by-laws in force at the time? A. 
—I think so. 

Q.—That then sets out the rates that 
would be charged; that form of cer- 
tificate is drawn I suppose with re- 
ference to the provisions of section 39 
of the Insurance Act? A.—yYes, I 
assume that. 

Q.—I will read sub-section 4 and 
sub-section, 7 of section 89 (reads). 
So that that is the way you have put 
it in your certificate? 

MR. TILLEY: If your Honors agree 
IT will stop the examination of Mr. 
Taylor here so that Mr.-Geary may 
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take up the examination of Mr. Dex- 
ter of the Federal. 


FEDERAL LIFE ASSURANCE COM- 


PANY. 
DAVID DEXTER, examination 
continued : 

BY MR. GEARY: Q.—Would you 
tell us on what basis you put up the 
reserve for business written prior to 
1900? A.—On 43 per cent. basis. 

Q.—That is as it always wasP A.— 
Yes. : 

Q.—Have you taken any steps as 
yet to provide the funds to bring that 
reserve up to that basis A.—Yes, 
we are providing a fund gradually by 
putting—at first we put up on all 
business in force in 1899, or at least 
we put up the business written in 
1889, 1898 and 1897. 

Q.—You are going backwards? A. 
—Yes, with the calculation that by the 
time we reached 1894 or 1893 nearly 
all the business will be worked off. 


Q.—You are writing each year the 
last year before the basis upon which 
it was in 1900? <A.—Yes. 

Q.—What is your idea as to the 
necessity of making that change of 
business before 1900 at allP A.—I did 
not think there was any necessity for 
hee 

Q.—Did you take part in the move- 

ment at allP A.—I did partially, but 
in opposition to it. 
_ Q.—How did you get into the dis- 
cussion at all in the first place? A.— 
The discussion I think arose through 
the Association of Life Officers. 

Q.—You think the Association of 
Life Officers inaugurated it? A.—Yes. 

Q.—You opposed? A.—Yes, latterly ; 
I opposed it all the way through, but 
at one time I was led to believe we 
could not do any better than we did 
do, and partially dropped into it, but 
I finally came to the conclusion it was 
wrong and opposed it at Parliament. 

Q.—Do you say that speaking for a 
company of your own size, or for any 
company? A.—For any company. 

Q.—You think there was no neces- 
sity for making the change at all at 
that time? A.—I think as regards 
prior business there was no necessity, 
that it was right to do it from 1900 
forward. 

Q.—Could you estimate at all 
what difference that has made in vour 
profits? A.—No, I do not think it 
has made much difference in our pro- 
fits in the manner we are putting up 
the reserve. 


Federal Life, (D. Dexter, Ex’d). 


Q.—What does it cost for the years 
you have already put up? A.—About 
$20,000. 

Q.—That would have gone in pro- 
fits? A.—To our surplus, yes of course. 

Q.—Under other circumstances 
would have gone in profits? A.—Yes. 
_ Q.—Is it true those policies becom- 
ing claims within the ten years follow- 
ing the passing of that Act suffer any 
reduction of profits? A.—I think there 
is no doubt about it. 

Q.—And there was no reason why 
the change should have been made? 
A.—No. 

Q.—Was there anything to prevent 
the company desiring that change 
from placing its reserves on the lower 
basis if it wanted to? A.—None what- 
ever ; companies do place some of their 
business on a higher basis than that. 

Q.—Could one draw the inference 
that perhaps some companies not get- 
ting a sufficient rate of interest felt 
they had to go on the lower basis and 
wanted to bring the others in? A.— 
I would not want to express an opin- 
ion on that. 

Q.—You are writing a deferred divi- 
dend policy I! suppose? A.—yYes. 

Q.—Are you setting aside a fund? 
A.—Our fund is not set aside from 
year to year; we distribute it for de- 
ferred dividend from only such fund 
as we. have. 


Q.—Then you are not putting aside 
which will go to fuure completions of 
deferred dividend periods? A.—Not 
a distinctive fund. 

Q.—Where do you carry that fund? 
A.—In a general fund. 

Q.—Under that term? A.—Under 
the head of surplus. 

Q.—It will form part of your sur- 
plus? A.—Yes. 

Q.—Your surplus apparently is $80,- 
Wala roe A. Yes) 

Q.—And you cannot tell me how 
much of that you have to apply to 
your deferred dividend policies? A.— 
No, we have not set aside, we dis- 
tribute whenever the five year term 
of any palicy—five year dividend, 
fifteen or twenty year dividend as the 
case may be—we distribute in pro- 
portion to the class of policy. 

Q.—You cannot say what part of the 
surplus is profits which have already 
been earned and must ultimately be 
paid to semi-tontine or deferred divi- 
dend policies? A.—No, it is not sep- 
arate. 

Q.—Of that amount apparently last 
year some $23,000 consists of increase 
in values, or writing up of securities? 
A.—Yes, increased market values. 
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Q.—That you have written up by 
following the market I suppose, or 
whatever it may be? A.—Yes. 

Q.—So that your surplus reduced 
for the moment by that will be $57,- 
000? A.—Yes. 

Q.—Of that, part will be general 
profits and a part will be the deferred 
dividend policy? A.—Yes. 

) —How much has your writing up 
amounted to in the last four or five 
years? A.—Nothing. 

Q.—This is the first year you have 
written up any security? A.—It was 
written up partially, but those securi- 
ties I think are nearly all off our books 
that were written up, most of them. 

Q.—You do not remember the 
amount of that writing up? A.—No, 
it was only a small amount, the Hud- 
son’s Bay was written up the previous 
year $10,000, sold at $32,000. 

Q.—Which is carried of course into 
a cash credit in your books now? A. 
—Yes. 

Q.—Do you think it is quite right 
in estimating your assets to take the 
market value say of the 3lst December 
of your stocks and put them in your 
statement to that amount? Al Ot 
bonds, I would not say perhaps with 
stock. 

Q.—Take the market value of 
bonds? A.—TI think so, it is quite 
right. 

Q.—It may of course and does de- 
pend upon the state of the market 
from day to day? A.—To some ex- 
tent. 

Q.—It may not be an asset next 
day? A.—Some of the bonds appreci- 
ate and hold their appreciation for 
all time. 

Q.—But there is a contingency al- 
ways? A.—Yes, a slight contingency 
with-them in some cases. 

Q.—You still think in taking that 
contingency into account you are right 
in putting that into your assets? A.— 

es. 

Q.—Mr. Hazlitt suggests that you 
agree to this statement that of course 
as your bonds mature you keep writ- 
ing them down as they approach ma- 
turity, and are paid off in part? A. 
—Yes; I think in the class of bonds 
we have written there is not much 
probably of depreciation, but still 
there may be a little. 


Q.—You do not keep an individual 
account for any policy and so you can 
not tell a policyholder at any time ex- 
netly what his policy is worth? A. 
—No. 

Q.—There is no means of telling 
that? A.—Yes. 
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Q.—And you divide how often, have 
you an annual distribution of profits? 
A.—Not an annual distribution to 
each policy, but there are annual dis- 
tributions as the policies mature. 

Q.—I mean your ordinary current 
policies? A.—No, five years is the 
shortest. 

Q.—Quinquennial and not.an annual 
distribution is what you adhere to? 
A; Yes: 

Q.—Is there any means of telling 
whether these nor-participating poli- 
cies that you issue carry themselves? 
A.—Well, there may be a means of 
telling, but we have not gone into 
that; I assume they do carry them- 
selves, I believe they carry themselves. 

Q.—lIs there any expense on a non- 
participating policy barring the ex- 
pense of investment and a slightly in- 
creased commission on the first pre- 
mium—is there any expense on the 
participating policy which is a greater 
expense than that on the non-partici- 
pating policv? A.—There is of course 
the larger commission paid. 

Q.—Ten per cent. larger in your 
company? A.—Yes. 

Q.—And that is in the investment 
of the extra funds? $A.—There is 
always a larger renewal commission. 

Q.—What is the difference? A.— 
The difference is two or two and a half 
on the renewal; the renewal commis- 
sion on the deferred dividend policy 
will be 7 per cent. on the non-parti- 
cipating 5 per cent. 

Q.—So that there is 2 per cent. in- 
crease there? A.—Yes. 

Q.—Otherwise you can think of no 
other expense specially attaching to 
participating policies? A.—No. 

Q.—If the non-participating policy 
carries itself then the participating 
policy I would suppose should carry 
itself to the extent of the same pre- 
mium—take two policies the same age, 
Same year, Same amount, one non- 
participating and one participating, 
each of those will carry itself for the 
same premium practically? A.—We 
have found it so. 

Q.—You should I suppose be able 
to carry to profit the excess loading 
on the participating policy compound- 
ed with interest every year? A.— 
Under ordinary circumstances that 
should be done. 

—Have you done that? A.—TI 
think so. 

Q.—Would you let us have a state- 
ment of actual results showing whe- 
ther that excess loading has com- 
pounded itself? A.—We have not 
any statement showing that; I can 
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show you a statement of the result 
which I think will prove it to you. 

Q.—That is what J meanP A.— 
We have a statement here showing 
results of different classes of policies. 
(Produces statement.) 

Q.—This does not show what I mean, 
it does not show what the excess pre- 
mMium on the participating as com- 
pared with the non-participating was? 
A.—No, but I think that will convey 
the idea pretty thoroughly that the 
participating policy had the advan- 
age of the non-participating. 

Q.—This puts the total premiums 
paid, it does not show for instance 
a comparison of two policies of dif- 
ferent classes, and what the extra 
loading was on that participating, and 
whether that compounded at the re- 
gular rate earned on investment came 
back to the policyholder? A.—We 
can furnish you a statement of that 
kind. 

Q.—Could you elaborate a statem 
of that kind, because I am Laat 
to know whether participating poli- 
cyholders can count on that excess 
loading coming back to them at all 
events. In fixing your premiums 
do you take into account the gains 
you may make on mortality and on 
interest earnings over and above the 
reserve rate? A.—No. We base 
our premiums upon mortality tables, 
the tables which are now used by the 
companies, they are based on the ac- 
tual results, supposed to be. 

Q.—But your loading will and does 
you think carry your policy through- 
‘out, or do you take into account— 
A.—No, we take into account— 

Q.—In fixing the premiums you 
take into account what you may earn 
in excess interest? A.—Perhaps not 
in fixing the premium, but in esti- 
mating the first cost of insurance we 
calculate the saving in mortality will 
*—have considerable influence on it. 

- Q.—And they do enter into it? A. 
—The saving on mortality, yes. 

Q.—How about the gain in inter- 
est? A.—Yes, and the gain in in- 
terest, they offset to a considerable 
extent the extra cost of first year’s 
business. 

Q.—You account for that in es- 
tablishing your premium? A.—We 
must do so. 

Q.—You do not take the net pre- 
mium and load sufficiently to cover 
expense pure and simple? A.—Yes. 

Q.—Ideally I suppose that would be 
right? A.—yYes, it would be right, 
ideally, theoretically. 
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Q.—What prevents your doing 
that? A.—Loading sufficiently to 
carry everything? 

Q.—Yes? A.—Well, there would 
be no object in doing it. 

* Q.—The other companies do not 
do it? A.—No, the other companies 
do not do it. 

Q.—You have to fix the rate that 
will meet theirs? A.—Yes. 

Q.—That enters very largely into 
the question of the size of the pre- 
mium? A.—Practice has proved, ex- 
perience has proved that the pre- 
mium is sufficient loaded in that way. 

Q.—Taking into account the other 
earnings? A.—Taking into account 
the other things that enter. 

Q.—The company that can earn the 
most money on its investments, can 
turn over its investment branch to 
the best advantage, is able probably 
to give a smaller premium success- 
fully? A.—Able probably to give 
better results in its returns to its 
policyholders. 

Q.—And that produces more busi- 
ness? A.—Yes. 

Q.—So that competition largely 
arises in the money making feature of 
the business? A.—Yes, the earning 
feature as well as the proper selec- 
tions I suppose. 

Q.—We will assume that? <A.— 
Proper selections of risks. 

Q.—But it is the investment branch, 
if we follow out the line we have been 
going on you agree to this. that the 
investment principle is responsible 
for the competition entirely, if they 
had stuck to the original system of 
protection insurance we would not 
have had this? A.—The original 
system of protection? 

Q.—The insurance loading was 
simply for the payment back at death 
of a certain sum on the non-parti- 
cipating policy—I presume that is 
guarded pretty securely? A.—Then 
the deferred dividend policies and 
endowment policies of course increas- 
ed the investment feature of the 
business, but there is largely an in- 
vestment feature in any level pre- 
mium policy, must be. 

Q.—There must be the investment 
feature up to the reserve rate at all 
events? A.—Yes 

Q.—But ‘that of course you can 
attain at any time the way it is fixed 
at the present? §A.—Endowment 
policies are also a staple policy. the 
investment feature is considerable, I 
think, in that. 
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Q.—That is begging the question, 
because that has been grafted on the 
original principle of insurance. Does 
it not lay one open to the tempta- 
tion of speculating—I do not know 
that it is done exactly, but this de- 
sire to make money on the investment 
side? A.—That desire may have 
some influence of course; I do not 
think that good trustees of a trust 
fund of that kind would speculate 
to a very great extent. 

Q.—To any extent ‘t would be 
wrong, you do not think to any ex- 
tentr ~A.—No, 

Q.—You have no difficulty what- 
ever in gaining the reserve rate on 
your policies? A.—No. 

Q.—And it would follow from that 
that in any company properly in- 
spected under proper Government in- 
spection a non-participating policy 
would be absolutely safe? A.—Yes. 

Q.—In anv case that is absolutely 
safeP A.—Yes. 

©.—And in the other the manage- 
ment of investments enters into it 
and makes it desirable in one com- 
panv and not desirable in another? 
‘AV es. 

_Q.—You do not keep your non-par- 
ticipating policies separate, and in 
that view of it don’t you think 
there should be a compulsion on the 
companies? A.—We purpose doing 
so in the future at any rate, keep 
them separate. 

Q.—A distinct branch? Aj es. 

Q.—A distinct set of investments 
I should almost think? AL cdo 
not think that would be necessary. 


Q.—Because that is the class of 
insurance that one wants to have 
absolutely safeguarded in every par- 
ticular, that is the protection insur- 
ance which is to come at the death 
of the insured? A.—Yes, 


Q.—And in any company that at 
the moment is absolutely safe? A. 
—Yes. 

Q.—We get the question of your 
expenses in this same connection; you 
turn all vour loadings into an ex- 
pense fund of course? A.—Yes, 

Q.—You do not separate anv vart 
of it for profits, as you have told me 
alreadv? <A.—No. 

Q.—And on the participating policy 
you get a very large amount to your 
exnense fund? A.—Yes. 

Q.—Is it not the case that com- 
panies would favor the participatine 
policv for that simple reason. that 
they are going thereby to acquire - 
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greater amount in order to carry their 
expenses? A.—Yes, I believe so. 

Q.—You believe that would pro 
bably be at the root of the present 
participating businessP A.—Natur- 
ally suppose so. 

Q.—Could we take the other side 
of that reasoning and say that for 
that reason companies are not in- 
clined to press non-participating 
business P A.—I cannot’ say they 
would not press non-participating ; we 
have always done so when opportun- 
ity offered. 

Q.—What do you call by opportun- 
ity offering? A.—Whenever the man 
prefers. 

Q.—Whenever he asks for it? A. 
—Yes, whatever he prefers; we are 
quite willing he shall have non-par- 
ticipating or participating. 

Q.—Is your company one then 
which would prefer to have the larg- 
er fund—would you frankly prefer to 
have the participating business? A. 
—yYes, we have the larger premium. 

Q.—It brings a larger fund into 
your hands? A.—And for one rea- 
son it pays the agent better. 

Q.—Competition in life insurance 
is a little different from competition 
in any other branch of business: com- 
petition in ordinary merchandise 
would result in the purchaser likely 
getting a better price? AlceF ade 
not know that I quite caught that. 

Q.—If two firms are competing 1n 
selling sugar generally the purchaser 
is likely from that competition to 
buy his sugar at a lower price? 
—-Through competition, yes, natural- 
ly. 

Q.—The insurance does not get it? 
A.—At a lower price? 4 

Q.—Yes? A.—Through competi- 
tion, no, because there are fixed rates 
of mortality and fixed loadings. 

Q.—And fixed expenses? A.—Ex- 
penses are calculated. 

Q.—The expenses are along the line 
of other expenses? A.—Yes, they 
are like expenses. 

Q.—Only inversely they do not seem 
to decrease in the actual result; how 
about vour shareholders during this 
competition, you propose to give them 
the interest rate earned on _ their 
monev during all the time it is with 
the company? A.—They have not 
received it. 

Q.—Bnt vou think thev should? A. 
—T think thev are entitled to it. 

Q.—Why should they be entitled 
to that preference in vrofits, so to 
speak? A.—It certainly was the in- 
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terest earned on their own money, 
their own investment, 

Q.—There is a great deal of the 
policyholders’ money earning interest 
there? A.—Yes. 

Q.—Earning interest over and 
above what we may call the reserve 
rate, and a good deal of extra load- 
ing? A.—The average rate of in- 
terest earned for several years, ever 
since the organization of the com- 
pany, I think has been five per cent. 
or over, on the policyholders’ money 
and shareholders’ money alike. If 
that 5 per cent. were credited to the 
shareholders of course there would be 
a considerable amount due them more 
than they have received. 

Q.—And what about the policy- 
holders? A.—They certainly should 
have been satisfied with the interest 
rate earned, 5 per cent. 

Q.—Do you take as good care to 
see your policyholders’ money gets the 
current rate on it as the shareholders? 
A.—I do not know that would be 
necessary; the expenses must be met 
in some way or another. 

MR. HAZLITT; You get the same 
rate of interest on ali investments? 
A.—Yes. 

MR. GEARY: Each year you de- 
clare your surplus earnings? A.— 
Yes. 

Q.—We will call it surplus earnings, 
and until that is declared there is 
no money out of which you pay your 
shareholders? A.—We have surplus 
over from the previous year, have we 
not? 

Q.—I would like to call it profit, 
the profit on the year’s business— 
your surplus you may prefer to call 
them—until that is declared no money 
is paid out? A.—No. 

Q.—After that you pay to your 
shareholders a dividend? A.—Yes. 

Q.—Are not you paying it there out 
of the profits declared—it seems to me 
just a little hard to distinguish how 
you get the reasoning, or at least how 
you get at the result of the reasoning 
you give—you earnso much money, 
they are all in the same boat, the 
policyholders and shareholders, they 
have their funds in your company; 
after figuring out what your profit is 
on the year’s business you first of all 
pay your shareholders interest? A.— 
Well, there is the surplus’ earning 
there to the credit of the sharehold- 
ers, it is not necessary to wait till the 
distribution of the year. 

-~Q.—To the credit of the sharehold- 
ers? A.—Yes. 
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Q.—You do pay it out after the de- 
claration of the result of the year’s 
business? A.—Yes, after the close of 
the year, but not necessarily because 
the profits of the year have been dis- 
tributed or declared. 


Q.—You do not think they should 
only go on the proportion basis of 90 
and 10 per cent. as between share- 
holders and_ policyholders? A} 
think the ten per cent. basis would 
give the shareholders much more than 
they have received. 


Q.—That is if you add it to what 
you think they should get as a first 
hen out of the interest earnings? A. 
—Yes. 


Q.—But you would not think for 
a moment of including in the ten per 
cent. that money you paid them for 
interest? A.—Certainly their money 
has earned interest; what right have 
the policyholders to it? 

Q.—At all events you have come 
firmly to the conclusion that the poli- 
cyholders have no right to speak as 
to that; they have a very much larger 
sum of money, I venture to suggest, 
that is gaining interest at the regu- 
lar rate, and you have not attempted 
to show: that they get their interest 
as the shareholders get it? A.—I am 
not in a position to show it from fig- 


ures here. 


Q.—Your business last year cost you 
about 450 per cent? §A.—The total 
business to income about 29 per cent. 


Q.—Mr. Hazlitt suggests that per- 
haps you have not made it quite clear, 
that you mean 450 per cent. on the 
loading, not on the cash premiums? 
A.—Yes. 

MR. TILLEY: On the total mar- 
gins? 

MR. GEARY: It included margins. 
A.—Your question now is expense 
ratio. to income. 

Q.—Premium income? 
tal income, is it? 

Q.—No, premium income, I am 
talking of? A.—I did not figure that 
out. 

Q.—It has been figured out for me, 
and in your company it runs about 
32 or 34 per cent., which has not de- 
creased just of late, has been that for 
the last few years; how long would 
it go as a running concern if you keep 
paying 450 per cent. to your load- 
ings? A.—It will go for any length 
of time. 

Q.—It depends on the continuous 
influx of new business? A.—The re- 
serves released from lapses and for 
surrender will make the policy self- 
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sustaining in less than four years, in- 
cluding the loadings. 

Q.—You do not run as high as 6 
in any class of policy? A.—No. 

Q.—Run over three in most classes? 
A.—Three ini most classes, a little 
under three. 

Q.—In succession of years if your 
loss on first years business 1s to run 
over $100,000 I fail to see just why 
that won’t influence your result to 
policyholders, if you take a succession 
of years it surely means you are fall- 
ing behind on it? A.—I don’t know. 

Q.—You think each one of its policies 
must be taken by itself and the debt 
to cover itself? -A.—Yes. 

Q.—No effect on the profits? A.— 
It has perhaps an effect on the profits ; 
it may have to some extent, because a 
policy might become self-sustaining a 
little earlier. 

Q.—It becomes self-sustaining in 
about 3 or 4 years? A.—About 3 
years. 

MR. HAZLITT: 2 or 3 years. 

MR. BROUGH: Some classes after 
the third premium is paid, that would 
be between the second and_ third 
years. 


MR. GEARY: Take your statement 
for 1905, your loss on first year busi- 
ness was about $106,000; that ate up 
your profits on renewal premiums 
$8,594, your gains in mortality for 
year subsequent to the first year $28,- 
487, your total interest after provid- 
ing for the reserve $19,616, your pro- 
fits from sales of securities amounting 
to $22,398, your increase of values 
amounting to $23,567, and one sum 
$3,300, towards wiping out the gain 
you made in reserves? A.—I don’t 
understand the question. 


Q.—I will show the figures to you 
on the statement (Mr. Geary explains 
question to witness in a tone inaudi- 
ble to the commission). A.—Se far 
as I understand in your inference is 
correct. 


Q.—If that be correct, to what ex- 
tent can that go on; you must get bet- 
ter than that pretty soon; has it been 
going on that way? A.—I presume 
so; all companies I think are doing 
very nearly the same. 


Q.—That is their loss on first year’s 
business is wiping out their interest 
gains, their mortality gains, their re- 
newal loading gains, their profits from 
sales and their writing up gains? A. 
—Not in all cases, because some have 
very much larger assets, and they are 
very much larger companies, very 
much larger interests from which to 
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make gains, interest gains and profits 
from securities. 

Q.—The larger companies should 
not have any greater profits than the 
smaller, the only way they would gain 
would be in the reduction in expense 


.in handling a large sum of money? 


A.—Yes. 

Q.—And the expense would not be 
pro rata as large as it would be in 
handling a smaller amount, but that 
is the only way they would get ahead 
of you, is it not? A.—If they were 
writing a proportionate amount of 
business to their business in force 
then, of course, there would be no 
very great advantage in one case or 
the other? 

(.—Do I understand you that you- 
have kept up your present rate in 
order to keep their expenses where 
they are now? A.—No, not in order 
to keep their expenses there; the ex- 
penses would come down with a small- 
er rate more than that but their mor- 
tality would go up. 

Q.—That seems reasonable, but I 
do not just see how that proves your 
answer? <A.—In our experience we 
are growing older and getting a larger 
amount of business in force, and will 
naturally improve that condition from 
year to year, but I do not think it 
has been better for several years past. 


Q.—It seems to me it would be 
somewhat strange that that sort of 
thing should go on. I do not under- 
stand how in the ordinary business you 
should go on at that rate and make 
returns. Possibly you agree with that 
statement? A.—I agree it should be 
a little improved. 

Q.—I want to get from you some 
suggestions as to improvement. It 
mostly lies in the first year’s business, 
although a great deal lies in A. 
—And a. great deal in the cost of 
getting the business. 

Q.—You think the agents’ commis- — 
sions should be cut down? A.—The 
agents’ commissions and __ salaries 
whatever they may be. Competition 
is responsible for it. 

Q.—You have to be outbidding each 
other all the time? A.—Not exactly 
outbidding, but you have to be keep- 
ing up with the others. 


Q.—Mr. Haslett wants you to say 
that that is not a loss on a policy 
but a sort of advdnce on a policy, 
which is repaid in two or three or 
four years? A.—Quite true. It is 
an advance for the benefit of the poli- 
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cyholders replacing those that have 
gone out. 


Q.—Do you figure out that your 
agents are making any too much 
money? A.—TI do not think so. 


Q.—How much of their commission 
are they giving away? A.—About 
70 per cent. to general agents. 

Q.—Take the local men? A.—The 
local men about 40. 


Q.—Do you think it costs him 40 
per cent. of his total commission to 
do his business. I do not say that he 
rebates it, but does it cost him 40 
per cent. of his commission to do his 
business? A.—The local agent gives 
away part of his commission, I am 
not confident of that. We are not 
advised of that as a rule. 

Q.—I thought perhaps it might 
have come to your ears? A.—Some- 
times, probably it does. 

Q.—You would not attempt to say 
from an agent’s standpoint, how much 
of that he gives away? A.—No, I can- 
not. 

Q.—Can you reduce your commis- 
sions to agents to any extent and leave 
them a fair living? A.—I do not 


think it can be done, not in an ordin- 


ary agency. There are agencies in 
which an agent can live on less than 
70 per cent. where he has a large re- 
newal business in force, a renewal busi- 
ness sufficient, or practically sufficient, 
to support him without his first year’s 
business, but if it is a new business, 
or he is working for a new company 
or new agency, 70 per cent. is quite 
little enough for him. 

Q.—Even if he did not have to give 
it away? A.—Yes. 

Q.—Is not the improvement in con- 
ditions to be got at by getting a more 
permanent class of business. Can you 
cut down the first year’s business by 
cutting down the agents’ commission 
per se, so to speakP A.—TI think the 
only course is through salary. 

Q.—You think the salaried man is 
the proper thing? A.—Yes. 

Q.—Do you pay your men salaries? 
-A.—A considerable number are paid 
salary. 

Q.—Without any addition to their 
salaries? A.—We have some on salary 
and others on guarantee to have an 
addition in the event of the earning 
power being greater than the advance 
of guarantee. 

Q.—You would get over the whole 
difficulty by abolishing anything per- 
taining to rebate and paying your 
agent a salary? A.—If we could 
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abolish rebating it could be much more 
easily done; it could be reduced. 

Q.—In what way does it militate 
against the payment of salaries? A. 
—Well, there is a difficulty. 

Q.—Do they come to you sometimes 
for a little addition? A.—Yes. Oh 
well, they find in competition that 
they cannot get the business unless 
they give away a portion of the pre- 
mium, 

Q.—And then they come back to 
you for that? A.—yYes. It is not 
often done. 


Q.—With the rebating evil it works 
out the same way on the commission? 
A.—Very much the same. 

Q.—You do not think that placing 
a man on salary is going to be much 
improvement, unless it is accompanied 
by a lessening or abolition of the ra- 
bate? A.—Yes. It brings the matter 
more openly before the company when 
men are on salary, and probably would 
conduce in the long run to some regu- 
lation between the companies by which 
they would overcome it. 

Q.—I noticed an item in one of your 
statements—is my memory correct— 
some $2,000 or $3,000 fire insurance 
premium monies as an asset? Do you 


-call it? A.—There is no such item 


unless it would be a debit to loan ac- 
count. It might be advances on ac- 
count of loans. 

Q.—Advances to pay fire insurance 
premiums ? A.—Yes. It could not 
repay them in any other way. 

Q.—Did you place all with one com- 
pany? A.—No. 

Q.—You had no arrangement with 
one company? A.—No. 

Q.—There is no benefit to you in 
placing fire insurance? A.—No, 

Q.—You did not get a lower rate? 
A.—No. 

Q.—It is placed down to fire insur- 
ance premiums, but you say it is on 
your loan account? A.—Yes. 

Q.—Do your directors originally 
take out policies with you? A.— 
Well, no, not all of them; not more 
than half of them. 

Q.—They have no special privilege? 
A.—Nothing except a rebate of re- 
newal commission. ) 

Q.—What is that? A.—In some 
cases a rebate of renewal commis- 
sion. They get the agency commis- 
sion. 

Q.—They get the agency commis- 
sion right through? A.—Yes. 

Q.—First year and renewal, both? 
A.—No, not on the first year. 
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Q.—They paid the total first year 
premium? A.—Yes, 

Q.—It was all commuted, was it? 
A.—No, simply the one commission 
all the way through. 

Q.—Have any of the profits been 
declared on any of those policies? A. 
—One only. 

Q.—No special discrimination? A. 
—No, the same as all other policies. 

Q.—Does your system forbid any 
elasticity in the declaration of profits? 
A—I do not think it would. forbid 
any elasticity, but there has been none 
practised. 

Q.—Your premiums published in 
your rate book has never been lower- 
ed; in special cases have you ever 
given special terms? A.—No. 


Q.—Or issued a policy at all at a 
premium lower than your rate? A.— 
No, we stand at one rate, the cur- 
rent rate. 

Q.—Have you made any special ar- 
rangement in regard to any particular 
policy? A.—No. i 

Q.—You cannot recall anything of 
that sort? A.—No. 

Q.—And you have never changed 
your system of distribution of profits 
from quinquennial to annual, to suit 
any policy, or at the request of any- 
body? A—No, we have given no pre- 
ference in any respect. 

Q.—How many of your policies are 
on the non-profit system? A.—I think 
about a million and a halt—$1,894,- 
000, out of seventeen, 

Q.—What percentage is that? A. 
—About ten per cent., close to eleven 
per cent.—about 10.96. 

Q.—There is only a difference of 10 
per cent. on the commission paid on 
the two classes of policies? A.—Yes. 


MR. HASLETT: Does that include 
the Homan policies? . A.—No. 


MR. TILLEY: It would appear 
from your statement that you only 
make a difference of 10 per cent. on 
the commissions, that you write many 
more hon-profit policies than some 
companies we have been inquiring in- 
to. Their rate is as low as one per 
cent. There was a discrimination of 
75 per cent. in the amount of commis- 
sion paid—75 per cent. profit commis- 
sion paid on a non-profit polity? A. 
—Yes. 

Q.—Where it is a higher proportion 
paid on non-profit, evidently there 
are more non-profit written. At least 
it would appear so if we can argue 
from the fact as you have given it? 
A.-—Yés. Altogether if we include 
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the Homan plan there would be about 
33 millions non-participating. 

Q.—I have the statement that you 
paid up to 1894 some $80,000 prust 
cash premiums $2,322,000, which was 
about 33 per cent, on the profits re- 
ceived? A.—I have not got it. At 
the end of 1905 there is, I think, 
about $150,000. 

Q.—Have you had any bad risks, 
what has been spoken of as graveyard 
insurance, placed in your company? 
A.—No, we have not had any which 
has gone through. We have detected 
some in advance, ea 


Q.—That is a thing an insurance 
company has to watch? A.—Yes. 

Q.—What means did you take to 
punish people concerned in that? A. 
—Oh, nothing. 

Q.—They will do it again? <A.— 
I am afraid so. 

Q.—Did you have any difficulty get- 
ting at it with your medical referees 
at allP A.—No. 


Q.—They generally agree with your 
head office man or medical director? 
A.—Yes. 

Q.—And you, of course, take par- 
ticular care that they detect it? A. 
—Yes, we are very careful in that 
respect. 

By MR. KENT: Are there sufficient 
premiums on non-participating poli- 
cles to carry them? A.—I think so, 
your honor, 

Q.—Then if your company was re- 
stricted by law to non-participating 
insurance exclusively, you would not 
need to increase your premium? A. 
—I think not. There have been in- 
stances, your honor, of companies do- 
ing nothing else but non-participating 
business on similar premiums and 
making a good profit for their share- 
holders. 

Q.—It seems to me that life insur- 
ance to-day is a combination of life 
insurance, trust and deposit vault 
company and a savings bank com- 
pany. Life insurance is life insur- 
ance business. It is not the accumu- 
lating of savings. If all companies 
were restricted in future to life insur- 
ance in its ordinary form—that is non- 
participating and an indemnity at a 
man’s death—it is important to know 
whether the loading as established to- 
day is sufficient? A.—I think it is. 

Q.—A good many witnesses have ex- 
pressed their strong doubts as to it. 
Their conviction is that it is not? 
A.—I do not know why they should 
express a doubt on it. They are do- 
ing non-participating business. 
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Q.—You think if you were restric- 
ted to non-participating business in 
the future you would not need to in- 
crease your premiums? A.—I think 
not. 

Q.—You said several times that your 
shareholders had not been getting all 
that their money earned? A.—Yes. 

Q.—Take your average earnings on 
investments at 5 per cent., and you 
were paying your policyholders 8 per 
cent., it seems to me they are getting 
more? A.—But they received no re- 
turn on the investment for many years 
your honor, and they have only been 
receiving 8 per cent. for the last three 
or four years. 

Q.—The difference is taken out of 
the profits on the insurance; it is 
taken, out of the rate of mortality— 
it is taken from the fact that people 
who were expected to die last year 
did not do so and are still living; 
in a word it is taken from the profits 
to which the policyholders may rea- 
sonably lay a claim. The company has 
taken for the benefit of the share- 
holders profits that should go to 
them? A.—But, your honor, have the 
shareholders not put up their capi- 
tal in the first place with the organi- 
zation of the company, to make it a 
success? The policyholders could not 
have done it without their money. 
Their own money would not have 
been sufficient. The shareholders, in 
my estimation should have at least 
the interest earned from year to year 
on the capital they have put up as 
a guarantee, not only the capital they 
put up as a guarantee, but they gave 
an additional guarantee of 87 per cent. 

Q.—What arguments are used in 
selling your stock, to induce. people 
to take stock in a life insurance com- 
pany, having in view the certainty 
that they are not going to get divi- 
dends immediately as they would be 
in an industrial company? A.—I did 
not sell stock myself. 

Q.—Did you furnish the argument 
to the party that did? A.—I think 
a prospectus was probably issued show- 
ing what profits foreizn companies had 
mode, as is usuallv the case, 

Q.—And some local companies, I 
suppose? A.—Yes. 

Q.—Several people have been kind 
enough to say what the results have 
been in the case of the Canada Life 
and the Confederation Life in bold 
characters, before the men they wished 
to interest in it, and the prospectus 
carried the day. I supnose it was the 
same in your company? A.—Well, to 
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some extent, there was no very great 
difficulty in placing stock at any rate. 
It was placed inside of two months. 

Q.—Supposing you had to establish 
another life insurance company this 
year, what argument would you use? 
A.—I would not attempt it. 


Q.—You would let a younger man 
a it? A.—Yes, I would not attempt 
it. 

Q.—Your lapses seem to be larger 
than most other companies, particular- 
ly considering the age of your com- 
pany. Do you know why your lapses 
should be so large? A.—I do not 
know that I can give you a special 
reason. It was perhaps due to over 
pressure in some portions of our work. 

Q.—People lugged in against their 
will? A.—I think likely it was so. 
There was a portion of our work in 
the past two years which was very 
heavily pressed; that is a portion of 
the agency work, and lapses probably 
were due to some extent to that. 


Q.—Can you give us an idea as to 
whether there is going to be any re- 
sult in the future of the young com- 
panies trying to get the business from 
the older companies, and the older 
companies straining every nerve to 
keep it and obtain more, one company 
struggling for what his neighbour con- 
siders to be his property? What will 
it come to 10 years from now? A.—It 
will come to some means of strength- 
ening some of the younger companies, 
I presume—amalgamation or some- 
thing of that kind. If your honors 
will permit me, I should like to read 
a little statement which may correct 
to some extent a wrong impression by, 
I think, the reporters being unable to 
hear me properly the other day. I 
saw that there were several mistakes 
made in reference to my position in 
the company. I will make this cor- 
rection. I have been the Managing 
Director of the company since its or- 
ganization ; 

MR. TILLEY: What is this? A.— 
Just a statement, it is a correction. 

Q.—If there was anything you 
stated that was not correct, what was 
it? A.—Perhaps it would be better 
if I answered questions. 

Q.—If there was any mistake you 
made in your evidence, tell us what 
it was. A.—I made no mistake. It 
is not a mistake in the evidence. 

Q.—There is the statement of $27,- 
000 increased value that is not. yet 
prepared for us in the year 1905? A. 
—Yes. 
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Q.—And you are going to indicate 
whether that had all accrued in the 
year 1905 or previous years? A.— 
That was accrued in 1905, 

Q.—There was also a similar item 
in your 1904 return, was there not? 
A.—Yes, but some of those items have 
gone out of the return of 1905, and 
other purchases have gone in, and 
there also have been some increases to 
a smaller extent over and above those 
of 1904, 

Q.—You have not had time to pre- 
pare that statement yet, but you will 
prepare it and let us have it? A.— 
Yes. 

Q.—And it will be filed as Exhibit 
378 mentioned this morning. Is there 
any impairment of your capital at 
the present time? A.—No, there is 
none at the present time. Nor has 
not been for several years. 


Q.—You say that is entirely wiped 
outP A.—It was wiped out several 
years ago. 


Q.—Are there on your books at the 
present time, any loans to any direc- 
tors of your company? A.—No. 


Q.—Or any shareholders of your com- 
pany? A.—No, there were only about 
seven in the history of the company. 

Q.—And you told us about those? 
A.—Yes. None of them in existence 
now. No loss to the company. 

Q.—Then, one or two questions 
about some policy histories that I had 
them give me. Take a policy like No. 


5728; it commences in the year 1888? 
A.—Yes. 


Q.—With a premium of $32.90, and 
the next year $22.13 and the next year 
$30.04, and from that it runs up, as 
you told us in your evidence the other 
day substantially always rising by 
reason of the matters mentioned in 
your evidence before? A.—Yes. 


Q.—Why is the drop there in the 
first year, a substantial drop of $10 
out of $32? A.—dAs this plan*had no 
loading for agency expenses it includ- 
ed a fee of $20. 

Q.—An initiation fee? A.—Yes. 

Q.—There was an expense fee added 
to that as premium? A.—Yes, cover- 
ing agent’s fee and medical fee. 

Q.—That covers all that kind of pol- 
icy? A.—Yes. 

Q.—I see some of these premiums 
just in the way you indicated the 
other day,:run up very high. This is 
one. In 1890 a premium which did not 
include the special allowance you are 
speaking of was $40.04 and in 1903 
that same person was paying $125.28? 
A.—Is the age given there? 
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Q.—Yes, 55 years? A.—Yes, you 
can account for it. That is quite an 
advanced age. 

Q.—And the premium comes very 
high? A.—Yes. 

Q.—Your company, as you said be- 
fore, did not show the premiums after 
certain agesP A.—WNo. 

Q.—But you said the information 
would be supplied? A.—Yes. 

Q.—There might be some objection 
to making a statement in that way, 
that it would be better to show the ad- 
vanced ages, and to let the man see 
in figures what he would have to pay? 
A.—Possibly that might be better. 
There might be an obj- ‘ion to show- 
ing it. 

Q.—I suppose that is why it was not 
shown? <A.—Partly for the want of 
space and partly for that, 

Q.—I suppose you could have found 
a space if it had been good advertis- 
ingP A.—yYes. 

Q.—Can you say in all your table 
of rates that that clause was at the 
end for other ages, more advanced 
ages, that information would be given 
on application? A.—TI think so) 

Q.—Or was that left off? A.—No, 
unless it would be in the very first 
issue or two. 

Q.—Was that done in the first issue 
or two? A.—It may have been and 
may have been left off in some of them, 

Q.—Was that not the fact, that it 
was left off? A.—TI believe so. 

Q.—In the first table of rates, you 
carried it up to what ageP A.—60. 

Q.—And you would show no pre- 
mium after 60? A.—No, 


Q.—And you would not indicate 
that the applicant should inquire 
from you as to what the premium 
was. that would rather lead the man 
to think that from 60 on there would 
be no extra charge? A.—yYes. I 
think the inside of the policy states 
that as ages advance the rates would 
be increased. 

Q.—I suppose that sort of thing 
enabled you to get the company start- 
ed, but it was not good business for 
a long deal, was it? A.—It was 
not devised by ourselves. It was 
devised by Mr. Homans, an actuary. 


Q.—Here are two policies 6,618 and 
8,755; one commenced in 1889 with 
a premium of $46.60 then it dropped 
down the next year to $34.40, after 
taking off this loading for expenses, 
and it increased from that on, until 
last year it was $114.11? A.—Yes 

Q.—And the other policv was %?5 - 
40, and remained steady $25.40 from 


* erease it? 
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that time until the present? A.— 
Yes. Did it begin at the same time? 

Q.—One in 1899 and the other in 
1891, one for $2,000 and the other 
for $1,000, but of course the amount 
paid on the $2,000 one is quite out of 
proportion to the amount paid on the 
$1,000 policy? A.—Yes, different 
forms of policies. There were two 
forms of policies that Mr. Homans 
prepared for us. 

Q.—What was the difference be- 
tween those two? A.—One is called 
the Minimum Renewable Term, by 
which, up to 60 years of age, it was 
promised that there would not likely 
be any advance in premium. 

Q.—Was it that there would not 
likely be or that there would not be? 
A:—I think it was not likely be, 
and we followed the promise in that 
way by a lower premium than really 
should have carried the risk. 

Q.—You were tied by the promise 
there; you charged a little higher at 
the commencement? A.—Yes. 

Q.—But.you undertook not to in- 
A.—Yes, and made it a 
level premium up to 60 years of age. 
It was evidently a mistake to issue 
a policy of that kind. 

Q.—And the other was just made 
the Renewable Term Proper? <A.— 
Yes. 

Q.—Here is one more and then I 
am through—the Hargreave policy. 
You have had a good deal of corres- 
pondence about that? A.—Yes. Mr. 
Hargreave was kind enough to send 
me a copy of his letter to the Com- 
mission, and I prepared an explana- 
tion of it. 

Q.—That was a policy where you 
changed it from the Renewable Term 
Plan to the Level Premium; was that 
rightc »A.—-Yes, 

Q.—And in doing that you charged 
against the insured the difference in 
the premiums he had paid and the 
premiums he should have paid on a 
Level Premium Basis? A.—Up to 
the time he made the change. 

Q.—Then you computed interest on 
that at 5 per cent.P A.—Yes. 

Q.—And that would then, as far 
as you were concerned, theoretically, 
place him in exactly the same posi- 
tion as if he had been paying that 
from the time the policy started? A. 
—As if he had taken the 20 Payment 
Life. - | 

Q.—That should put him on a level 
with persons who took that form of 
policy at that time? A.—Well, it 
did. 
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Q.—Did it? A.—Precisely. 

Q.—He does not seem to think he 
got precisely the same? A.—There 
was an error in one letter which was 
written but it was corrected immedi- 
ately after. 

Q.—You say he did not get cer- 
tain items because he was not in this 
class for thirteen years? A.—I say 
there was an error in that letter 
which was corrected after. 

Q.—Was that the error? A.—Yes. 

Q.—Just explain that? A.—He 
was placed in precisely the same posi- 
tion as any other man who had chang- 
ed his policy, dating back, or if he 
had a policy issued at the same time, 
for the same period; precisely in the 
same position as any other policy- 
holder having a 20 payment life is- 
sued at the time the first policy was 
issued in December 1885. It was 
originally issued in December 1885 
at the age of 56. He did not pay 
the difference between the yearly re- 
newable term premium and the 20 
payment life premium for the thir- 
teen years the original policy had 
been in force, but signed a loan agree- 
ment by which the accumulated dif- 
ference between the premiums became 
a loan on the policy of $3,000 odd. 
He paid the remaining seven pre- 
miums of the 20 payment term, but 
did not pay interest on the loan which 
accumulated, and largely increased 
the debt. Had he paid the 20 pay- 
ment life premiums from the issue 
of the policy to the end of the term 
he could have withdrawn $1,164.15 in 
cash and received a paid up policy 
of $5,000 payable at death, as it was 
the guarantee reserve $3,928.05 and 
the profits $1,164.15 made the cash 
value $5,092.20, against which the 
loan and interest, which amounted at 
that time to $4,638.77, was deducted, 
leaving a balance of $453.45 to his 
credit, the original policy having been 
a renewable term policy from year to 
year it had no surrender value at the 
end of the 13 years. 

Q.—That covers the point? A.— 
Yes. 

Q.—But, of course, the estimates 
for profits were greatly in excess of 
that? A.—Yes,too large. 

Q.—The estimates were never real- 
ized? A.—No. 

Q.—And a great deal of disap- 
pointment would be occasioned by 
that?  A.—Yes. 

Q.—Was there anything paid to get 
these persons from one form of policy 
to another? A.—In some cases there 


1832 ROYAL COMMISSION ON 


56th day, July 16, 1906. 


were commissions paid. In this case 
no commissions were paid. The 
change was made by the Superintend- 
ent of Agencies and the Secretary. 

MR. TILLEY: That completes 
everything for the Federal Life at 
present. 


COMMERCIAL TRAVELLERS 
MUTUAL BENEFIT ASSOCIATION. 


JOSEPH TAYLOR recalled. Ex- 
amined by MR. TILLEY. 


I should like to consider your rates 
that you have had in force from time 
to time. Or probably, before taking 
that up I might ask you about your 
investments. What clause is it that 
covers your powers of investment. 
It is Section 50 of the Insurance Act? 
A.—In regard to investments? 


Q.—Yes. A.—Well, we have al- 
ways made our investments in deben- 
tures or mortgages. 

Q.—I see that you have never had 
any stocks? A.—No, 

Q.—Or bonds of electric roads and 
sooner AL Nope: 


Q.—You have kept to debentures 
and real estate investments, and you 
have not had a great many of those? 
Some building and loan assessment de- 
bentures too. A.—Building and loan, 
yes. 


Q.—Have you ever had any loans to 
a of the trustees of the society? A. 
—No., 


Q.—Was there a loan to Mr. R. th. 
Patterson when he was a trustee? A. 
—There was a mortgage. As far as 
R. L. Patterson is concerned, I think 
he was a member of the board at the 
time the mortgage was taken by his 
sister on some property in Praliament 
Street. That is what runs in my 
memory. I do not think R. L. Pat- 
terson owned that property. 


Q.—But he gave the mortgage, did 
he not? A.—Well, he was a member 
of the Board at the time the mort- 
gage was taken. 


-Q.—And there was some complaint 
about that among the members about 
that was there not? A.—Yes. 


Q.—Complaining that the money 
should have been loaned to a person 
who was a trustee of this Society? 
A.—That the money was loaned on a 
building. | 

Q.—That was the objection? A.— 
The objection was that it should be 


loaned to a relative as far as I can re-. 


member, of a member of the Board. 
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Q.—I think the loan was to the 
member himself? A.—It might have 
been used for the benefit of some per- 
son else. Was the loan to R. L. Pat- 
terson? 

MISS ROWLEY: Yes, to himself. 

Q.—And there was some question 
about that, but it bore 5} per cent. 
interest, did it not, Mr. Taylor? A. 
Yes. 

Q.—And it appears to have been 
paid off? A.—Yes. 

Q.—So that there was no loss to 
the Society? A.—No. 

Q.—It was in existence from 1893 to 
1898, five years. A.—Yes. 

Q.—I suppose it was paid off at 
about maturity? The complaint was 
in February 1898 and it was paid off 
in that month probably. A.—I do 
not think the complaint was of a ser- 
ious character. 

Q.—Oh yes. Ithink the loan was 
only about 40 or 50 per cent. of the 
value of the property, and there were 
a few members, I think, made a com- 
plaint about it, but I do not remem- 
ber that it was of a very serious 
character. However, it was serious 
enough for Mr. Patterson to pay it 
off. 

Q.—There was not a vote of want 
of confidence attempted to be passed? 
A.—At the Annual Meeting. 

Q.—At the special meeting, called 
specially. A.—I do not remember 
that. We have had some lively meet- 
ings occasionally, and there might 
have been a vote of that character 
proposed. 

Q.—Has it been looked upon since 
as being improper to make a loan to 
any trustee? Might that be done 
now? A.—I do not think it would 
beimproper myself, although we would 
not do it as a matter of—-we would 
not put ourselves in the way of cri- 
ticism; that is all. 


Q.—I suppose that would be the 
chief objection to it. Was there any 
other complaint at that time about 
trustees using their position for their 
own advancement? A.—I do not re- 
member. 

Q.—Because that seems to be only 
one item of a general discussion, trus- 
tees not acting properly, but I sup- 
pose in a general membership you are 
always open to that sort of criticism. 
A.—At the Annual Meeting all our 
members are present, and we have 
not more lively times than Annual 
Meetings generally. Occasionally we 
do have lively times, and that is the 
reason why I suggest a motion for a 
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vote of want of confidence might have 
been sprung up by some irresponsible 
party. 

Q. "That i is the only thing you know 
that would be a reason for a vote of 
want of confidence. A.—I believe that 
isthe only occasion,where we have ever 
loaned money, only where I _ have 
stated, and there was nothing wrong 
about that. 

_ Q.—tThe rate of interest was 53 per 
cent.? A.—Yes. 

Q.—And the mortgage was only 40 
or 50 per cent. of the value of the 
property, and I believe the property 
was owned by his sister although it 
was perhaps in his name. 

Q.—About the rates; there have 
been no unauthorized investments of 
money in your Society at all? A.— 
No. 

Q@.—And no loans to any other trus- 
tees than the ones you have mention- 
ed? A.—No, a loan on a mortgage— 
if I understand, when you say a loan 
to a trustee and a loan on a mort- 
gage—I should consider that rather 
different. 

Q.—No; there cannot be a loan to 
any person without security. A.— 
Then that is the point. 

Q.—There must be security still. 
A.—But as far as we are concerned 
that is the only loan that has been 
made to the member of the Associa- 
tion. 

Q.—But there are provisions in com- 
panies that loans must not be made 
to directors, and so on. I want to 
know if there were any loans to your 
trustees, whether there was good se- 
curity or not? A.—There was some 
objection to that and recently we have 
not done it at all. 

Q.—What is the average rate of in- 
terest you received on your inves- 
ments? A.—The average rate would 
perhaps be about 44 per cent., I 
should say on a venture; I do hot 
know exactly, but .that would be 
about it. 

Q.—Now then the rates you have had 
in force from time to time, your first 
rates went in force in what year? A. 
—1888, I think the time of our— 

Q.—1888 was the time you took out 
the Charter, was it? A.—Yes. 


Q.—1881 was it not? A.—No, that 
would be the Charter of the Commer- 
cial Travellers Association, I think. 

Q.—In 1882 you got the certificate 
of the judge under the Act respecting 
benevolent, provident and other so- 
cieties? A.—I think that would be in 
connection with the Commercial Tra- 
vellers Association. 


Commercial Travellers, 
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Q.—Not in connection with the 
Commercial Travellers Mutual Bene- 
fit? ; A.—No. 

Q.—When did the Commercial Tra- 
vellers Mutual Benefit become incor- 
porated? A.—1888, I think. 

Q.—Miss Rowley says 1882 is the 
proper dateP A.—Yes. 


Q.—Your first rate would be the 
ones given in that book in 1881. The 
rates at that time were as follows: 
for under 25 years of age $1.10; 25 
to 380—that is under 30—$1.20; 30 
and under 35, $1.35; 35 and under 
40, $1.50; 40 and under 45, $1.75; 
and under 50, $2; 50 and under 

, $2.40; so that 55 was the highest 
oy at that ‘time? | A.—Yes. 

Q.—How were those payments made. 
When you say $1.10, how many times 
a year would that be paid? Aw 
Six times a year. 

Q.—So that to get the amount in 


-any year you would have to multiply 


each of those items by 6? <A.—Yes. 

Q.—Besides that there was an 
annual fee payable; do you remem- 
ber what it amounted tOf ao do 
not remember as to that. 

Q.—At that time it was $1, but 
it was changed some time before 1893 
to $2, I think? | A.—yYes. 


MR. TILLEY: That is the time 
when you said it was not a case of 
paying $1,000; it was a case of pay- 
ing $1 per member of the Associa- 
tion. I will put in a copy of a cer- 
tificate which is No. 102, and which 
is in favor of Mr. Fielding, one of 
the earliest ones issued, because the 
benefits under these certificates are 
somewhat different from the benefits 
under the old certificates (certificate 
dated 15th October, 1882, Exhibit 
380.) 

Q.—That is one of the earlier forms 
where, instead of $1,000 being pay- 
able to the member, the promise is 
to pay $1 for every member of the 
Association on ‘death? A.—Yes. 

Q.—And these are the rules that 
were then in existence? A.—Yes. 

Q.—The age is not on the certi- 
ficate. That must have been some- 
where between 40 and 45. That is 
the way the payments at that time 
were graded, between certain limits? 
A.—Yes. 

MR. TILLEY: Then the rates con- 
tinued to that extent; the rates con- 
tinued as I have read them until 1893. 
Is that the first cee Miss Row- 
ley? 
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MISS ROWLEY: I could not hear 
what you were saying, where I was 
sitting. Will you repeat it? 

MR. TILLEY: It commenced at 
$1.00 and went up to $2.40? 

MISS ROWLEY: Yes. 

MR. TILLEY: And that continued 
until 1893? 


MISS (ROWLEY :1.No vtheremwerer, 


several changes since that time. 

MR. TILLEY: What were they? 

MISS ROWLEY: I could not tell 
them all, but I know one was made 
in 1897. 

MR. TILLEY: I was speaking of 
1893? A.—There was a prior change 
where the rate was changed ftrom 
$1.10 to $1.20. 

Q.—That was in 18938P A.—Yes. 

MISS ROWLEY: Then they did 
continue, but I have to trust to mem- 
ory in this. 

MR. TILLEY: The first change in 
rates would be in 1893, and that con- 
tinued up to 1900; under 25 years 
$1.20; 25 and under 30, $1.35; 30 and 
under 35, $1.50; 35 and under 40, 
$1.75; 40 and under 45, $2.25; 45 and 
under 50, $2.75; and in each case 
an annual fee of $2 in addition for 
expenses. Those payments would 
again be bi-monthly? A.—Yes. 

Q.—Six times a year? A.—Yes. _ 

Q.—Then in 1897 during that peri- 
od this change was made, the rates 
between 40 and 50 were amended and 
fixed as follows; 40 and under 43, 
$2.25: 43 to 45, $2.50; 46, $2.75: 48, 
$3.25; 49, $4.50; 50, $5, and. I think, 
in the case of each table the provi- 
sion was there should be six assess- 
ments in each year, but there was a 
privilege of making three extra as- 
sessments, which should be made, I 
suppose, by the trustees without any 
meeting of any members of the So- 
ciety. 

MISS ROWLEY: Yes. 

MR. TILLEY: And that is the 
same provision that exists to-day, 
still six assessments, with three ex- 
tra ones, if required? 

MISS ROWLEY: Yes. 

Q.—Now there was a considerable 
change in the rates in the year 1900. 
Can you tell me what led up to that 
change in rates, Mr. Taylor? A.— 
Well. that is about the time as I 
mentioned before that I was away 
from this country. Mr. Fielding 
will give you that evidence very much 
better than I can. 

Q.—You, of course, would know all 
about it. even if you were away at 
that time. Let us have it from you 
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shortly ? A.—I think it was that 
the rates were considered too low, the 
death rate was increasing some, and 
it was thought advisable to get ac- 
tuarial assistance to find out what 
change should be made in the rates 
that then existed, and I believe an 
actuary or I was rather under the 
impression that there was more than 
one, however perhaps there was more 
than one consulted, but not official- 
ly. I think there was only one put 
in a formal report. 

MR. TILLEY: Do you know about 
any others that made reports, Miss 
Rowley? 

MISS ROWLEY: No. 

MR. TILLEY: Or that were con- 
sulted? 

MISS ROWEY: Not that I am 
aware of, Mr. Tilley. 

Q.—Then the death rate, you say, 
was increasing. Due to what, do you 
know? A.—The death rate increas- 
ing, due, I suppose, to natural causes. 

Q.—Why should it be increasing? 
A.—If our age— 

Q.—If the average age was increas- 
ing it would increase? A.—Yes. 

Q.—If your average age was in- 
creasing it was only natural to expect 
a higher mortality? A.—yYes. 

Q.—Your average age was increas- 
ing? A.—Yes. 

Q.—What was that due to? Put 
it that way. Why was your aver- 
age age increasing? A.—I suppose 
the older the membership remained, 
that is all we had, we did not get an 
influx of new members. 

Q.—It was brought about by lack 
of new blood in the organization? A. 
—Yes, to some extent. 

Q.—That would be the main thing, 
would it not? <A.—yYes. 

Q.—Tell me why that resulted, not 
because your rates were too high, it 
was cheap insurance? A.—Well, at 
that time we had a secretary, Mr. 
Bowes. He had charge of the office, 
and he was expected to look after the 
bringing in of new business. He could 
not fill the dual position satisfactorily, 
and I think on account of the salary 
to some extent, and to his manner 
also to some extent, a feeling of ani- 
mosity sprang up among the members 
at that time, which was a very bad 
thing for the Association, hindering 
men that would have otherwise have 
become members, from joining. 

Q.—That is to say there were some 
local causes of that kind that rather 
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hindered the progress of the society? 
A.—Yes. 

Q.—That was only temporary? A. 
—Yes. However he finally resigned 
and we changed our mode of manage- 
ment, 

Q.—When did you change the mode 
of management? A.—About 1900 or 
before. I should think it would be 
a year or two perhaps, before that. 

MISS ROWLEY: September, 1898. 

Q.—Was that when you changed 
the form also? 

MISS ROWLEY: No, it was chang- 
ed a good while before that. 

MR. TILLEY: 1888? 

MISS ROWLEY: I do not remem- 
ber just the year, but it was 1885 or 
1886. 

MR. TILLEY: Was there just the 
one change in form? 

MISS ROWLEY: As far as I know. 

MR. TILLEY: And probably you 
would be able to fix the date some 
time to-day by reference to some 
documents ? 

MISS ROWLEY: I do not know 
whether I could find it. 

MR. TILLEY: At any rate the 
form of the policy has been changed 
for some time? A.—Yes. 

Q.—What changes were made in 
1898 that you speak of with refer- 
ence to your mode of management? 
A.—Well, we then engaged an active 
canvasser for business. 

Q.—That is a person occupying the 
position you mentioned already this 
morning? A.+—-Yes, and established 
our Assistant Secretary as our Sec- 
retary. 

Q.—You divided the office? A.— 
Yes. 

Q.—Was there anything else. you 
did at that time in the way of re- 
organization? A.—I do not remem- 
ber. 

Q.—I suppose that that was done 
for the purpose of getting in a larger 
membership? <A.—Yes. 

Q.—And it was something that was 
done. I sunpose, prior to vour decid- 
ine to raise the rates? A.—Yes. 

Q.—I suppose raising the rates was 
the last resort? A.—Well, the rates 
were raised, of course, afterwards. 

Q.—But so long as new members 
could be got in fast enough the older 
members would be protected? A.— 
Yes, 

Q.—That is right, is it not? A.— 
To that extent. 

Q.—Is it not fair to say that if you 

could have got new members in fast 


they were paying? 
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enough, that the older members would 
have been satisfied with the rates 
A.—I would 
hardly like to go as far as that. I 
think probably we might have gained 
new light on that point, and fouhd 
out we were charging too little. 

Q.—How would you have gained 
new light on that if the new members 
had been coming in fast enough? 
What would have caused you to stop 
and consider that question? Vel a 
Of course we have monthly meetings, 
and these things are discussed a good 
deal and the matter of rates is be- 
fore us, and with a little actuarial 
experience that we gained from time 
to time even among ourselves, I think 
that possibly we might have hesitat- 
ed— 

Q.—About continuing the old rates? 


, A.—Yes. 


Q.—That is to say you had the ex- 
perience of other Friendly Societies, 
and I suppose that others of them 
may have been talking of raising their 
rates about this same time? A.— 
Oh yes, they have always been talking 
of doing that. . | 

Q.—And the question of the neces- 
sity is always one that is being con- 
sidered by trustees of a society like 
yours? A.—yYes. 

» Q.—wWe can start with this and all 
be on common ground; that the rates 
that you had in existence that I have 
mentioned up to the end of 1900 were 
toc low? A.—Yes. 

Q.—Altogether too low? A.—Yes. 

Q.—How long before the rates were 
raised did you think they were too 
low? A.—Oh, I could not tell you. 

Q.—How long was there any body 
of members who took the position ‘‘we 
must raise the rates?’?’ A.—I do not 
think any considerable body of the 
membership ever took that position. 
I think it would be, if it did com- 
mence, by and through the Board. 
I+ was not a palatable thing for the 
membership. 

Q.—Would you agree that if the 
question of raising the rates was left 
to the members of any fraternal so- 
ciety as a whole that it would be 
practically impossible to get them to 
agree to a raising of the rates? A. 
—It would be a very serious matter 
indeed. Of course they had prac- 
tically to agree. 

Q.—Through their deputy, and to 
confirm what the trustees had done? 
A.—yYes. 
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Q.—But to initiate the thing? A. 
—No, they would never do anything 
of the sort. 

Q.—In some way it must be put in 
the hands of a smaller body? A.— 
Yes. 

Q.—Who consider the thing more 
carefully than members do in Annual 
Meeting? A.—Yes. 

Q.—And then having outlined some 
plan the membership probably will 
then support the plan that is outlined 
and been adopted by the trustees? A. 
Yes, 

Q.—When it is a perfected arrange- 
ment? A.—Yes. 

Q.—And probably already carried in- 
to effect before they are consulted ? 
A.—Well, it would not be carried into 
effect before it became part and par- 
cel of the rules. 

Q.—Under your rules and regula- 
tions the rules cannot be changed with- 
uM the members being consulted? A. 
—INO. 

Q.—So that their approval would 
have to be obtained? A.—Yes, 

Q.—Have you found any serious op- 
position to a raise in rates within 
your trustee Board? A.—I do not 
think so. I think as far as the trus- 
tees are concerned that they have gen- 
erally been willing with regard to 
any thing that has been moved on by 
the Annual Meeting. 


Q.—When the plan was brought be- * 


fore the Annual Meeting of members 
was there any opposition of a serious 
nature to it? A.—Well, there was op- 
position of course, but it was of such 
a technical character and commercial 
travellers are not very well versed to 
making opposition to a recommenda- 
tion that is brought before them. 

Q.—The subjects that fell to be dis- 
cussed in connection with it were of 
such a technical character that the 
members had to some extent give up 
and leave it to those who had made a 
thorough study of it? A.—Oh well, 
they had confidence in the men that 
had brought in the report or the re- 
commendation. 

Q.—Were you here at the time that 
report was brought in? A.—No, I was 
not. 

Q.—So what you are saying is what 
you understand it to be? A.—Yes. 

Q.—You were not a vnarty to the 
making up of this table of rates? 
As{No, 

Q.—Can you tell me who made up 
that table? A.—I think it was the 
actuarv in part. 

Q@.—That is Mr. Pipe? A.—Yes, 
and I think Mr. Fielding, our present 
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Secretary, had something to do with 
it. 

Q.—You think probably acting in 
concert with Mr. Fielding? A.—Yes, 
and probably there might have been 
some other compromise in what the 
rates were as finally adopted; I do not 
know but I think Mr. Pipe’s rate was 
exactly followed. 

Q.—Were Mr. Fielding’s ideas ex- 
actly followed? A.—No. 

Q.—But a happy medium between 
their ideas and other rates, the Hunt- 
er rates and all being taken into con- 
sideration? A.—Yes, Our present 
rates are very nearly what the Hunter 
rate is, and it was felt that would be 
as safe as anything we could adopt. 

Adjourned to 2 p.m. 


AFTERNOON SESSION. 
Resumed at 2 p.m., July 16th, 1906. 


Examination of Mr. Taylor contin- 
ued: 


Q.—Do you remember’ anything 
about the report that Dr. Elliott sent 
in? A,—Yes, I remember that he sent 
in a report a long time ago. 

Q.—Was the report made at the re- 
quest of your society or was that vol- 
unteered by himP A.—No, I think 
it was a voluntary report. 

Dr. Elliott’s report referred to 
marked as Exhibit 381.. 

WITNESS: That memorandum that 
is attached I think that has nothing 
to do with it; that is simply a few 
criticisms of his report made by the 
Secretary at the time which I do not 
think would have any bearing as an 
exhibit. 

Q.—It gives the other point of view ? 
A.—You are perfectly welcome to it 
if you want it. 

Q.—We will deal with this for the 
present; it is the report made by Dr. 
Elliott who at the time was the medi- 
cal. referee of the society? A.—Yes. 

Q.—And while it is not dated, it was 
submitted to a meeting held on Janu- 
arv 16th, 1897? A.—Yes. 

Reads Dr. Hlliott’s report. 

Q.—Then there is a memorandum 
attached to that and I will read that? 
A.—That perhaps would be fair if I 
were to tell you that that writing is 
the writing of the late Secretary Mr. 
Lowe. This is in Mr. Lowe’s hand- 
writing, and is a criticism of this 
paper; just a memorandum for the 
use of the present at that, time. 
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Q.—It is a memorandum of points 
that should be brought out in con- 
nection with the points raised by the 
doctor? A.—ht is something made 
out for the President at that time. 

Q.—As it summarizes the points I 
think it well to put it in, unless there 
‘is some special reason ie should not? 
A.—Oh no, it is all right to put it in. 

Reads memorandum referred at- 
tached to exhibit 381. 

Q.—Is that the view that was taken 
by the society at that time? A.—Yes. 

Q.—That it was not a thing that 
was considered necessary, this more 
rigid examination P A.—Dr. Elliott’s 
memorandum is incorrect in some par- 
ticulars. 

Q.—In regard to what particulars? 
A.—In regard to incompetent exam- 
iners, as our secretary then points 
out these examiners were appointed 
mostly by Dr. Elliott, and we have 
never been subject to incompetent ex- 
aminers; they have always been recom- 
mended to us in some way or other 
from some source that we had confi- 
dence in. 

Q.—You have always exercised care? 
aA.—Yes. Dr. Elliott at that, time, I 
think, wanted us to give him a perma- 
nent appointment with a fixed salary 
apart from his fee of $2 for examina- 
tion, and that is practically what that 
report means, that is the sum and sub- 
stance of what Dr. Elliott was aiming 
at. 

Q.—That would be, one would think, 
a reasonable thing to expect a society 
that was taking premiums and guaran- 
teeing to pay money at death—one 
would rather think that would be a 
reasonable thing to expect? A.—To 
have a permanent medical man? 

Q.—Yes? A.—You see we did not 
think so. 

Q.—Have you thought so yet? A.— 
No, we pay for revising examinations 
from outside sources. 


Q.—Tell me, then, just your exact 
procedure with regard to the medical 
examination of an applicant’s medi- 
cal examination from the start to the 
time the policy is issued? A.—An 
applicant in the city of Toronto. Dr. 
Allen is now our medical examiner, 
and he examines the applicant, who 
pays the doctor his fee. 

Q.—I suppose there is a fee that the 
doctor agreed to accept with you for 
that service? A.—Yes. 


Q.—What fee is paid? A.—$1. 

Q.—For each applicant? A. Yes, 
if an applicant is from, say, Guelph, 
Dr. McKinnon of Guelph is our doc- 
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tor; there are the names of all our ex- 
aminers; Dr. McKinnon, in Guelph, 
sends down an examination paper and 
that is reviewed by Dr. Allen in To- 
ronto in every case; there are no out- 
side examinations passed by the Board 
excepting they are under review by 
Dr. Allen; and he is paid a fee of $1 
for reviewing such applications. 

Q.—Every applicant at the present 
time comes before Dr. Allen either 
in the first instance or by way of re- 
view on the work done by some doctor 
at an outside point? A.—No, uot 
necessarily so. 


Q.—I thought you were Beene me a 
history of how the work was carried 
on, and that would be involved? A.— 
If there was a question of doubt at all 
with regard to the acceptance, for 
instance, Dr McKinnon classed a 
member as a second or third class 
risk, marked probably approved, then 
the thing under such circumstances as 
that would be referred to Dr. Allen, 
and he would be paid for the work so 
reviewed. 


Q.—Dr. Allen is only a referee for 
you by way of revision of another 
doctor’s work when it is specially re- 
ferred to him? A.—Yes. 


Q.—And it is not specially referred 
to him unless there is something in 
the report that causes you to think 
it would be well to have another doc- 
tor’s opinion, is that it? A.—Yes. 

Q.—Other than that there is no 
general medical referee? A.—No. 

Q.—Is every applicant for insurance 
examined nowP A.—Yes. 


Q.—Every one of them? A.—Yes. 


Q.—At the rate of $1 each? A.— 
Yes; there are some points where the 
fee is $2. 

Q.—When did you change from hav- 
ing no examination at all in some 
cases to the present method? A.—I 
think that we have had an examina- 
tion in force for 20 odd years, prac- 
tically all the length of time. 

Q.—It would be only for a _ short 
time probably when your organization 
was first started? A.—As a matter 
of fact I believe we did have a medi- 
cal examination at the first, but then 
we waived that for some time, and 
then took it up again, but only for 
a short time. 

Q.—So that in that way there would 
be members that would get in without 
examinations? A.—There might be 
a few, two or three years or so. 
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Q.—Tell me what you yourself think 
from the experience you have had in 
connection with your society as to the 
necessity for thorough medical exam- 
ination in fairness to all the persons 
in the society? A.—It is more satis- 
factory. 

Q.—Do you think it is necessary to 
have a medical examination? A.— 
Yes. 

Q.—And if it is to be a medical ex- 
amination at all it is a false security 
unless it is a thorough examination? 
A.—Yes. 

Q.—Do you think that you get the 
thorough examination that you should 
have where you pay a medical man 
$1 to examine the applicant—do you 
think that is conducive to thorough 
examination? A.—Well, we have 
been satisfied with it. 

Q.—Do you think properly satis- 
fied? A.—I think so; I recognize it is 
not a very heavy fee for a _ doctor. 
The class of doctors we have is more 
important to us than the amount of 
money they receive, and we consider 
we have a very good class of exam- 
iners. 

Q.—That is to* say, you think by 
having good doctors that no matter 
how small the fee is they will not en- 
danger their reputation by passing 
lightly over the work? A.—Yes. 

JUDGE MacTAVISH: Is the fee 
earned whether the applicant is 
accepted or not? A.—Yes. 


MR. TILLEY: Who pays for it if 
the applicant is refused? A.—The 
applicant would have to pay; we do 
not pay the medical fee. 


Q.—Can you tell how many rejected 
applications you have had covering a 
period of the last five years? A.—No. 


Q.—Is there any record kept of it 
at all? A.—No; well, when I say no, 
as far as records are concerned—we 
do not really have records of those, 
because 1f a man was not very likely 
to be accepted by us he would then 
be allowed to withdraw :his applica- 
tion probably. 

Q.—Why is it done in that way—so 
that he will not be treated as refused ? 
A.—Yes, to some extent. 

Q.—What difference would it make 
if he was refused; do you belong to 
any society that obtains and gives in- 
formation as to persons who have 
been refused? A.—No. 

Q.—So that there is no obligation; 
if I applied for insurance in your 
society and was refused by the medi- 
cal examiner there would be no obli- 
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gation on you to report my refusal 
to any central body? A.—Not at all. 

Q.—After I am refused am I 
allowed to withdraw my application 
and be treated as a withdrawn appli- 
cation? A.—Simply on the ground 
of some other doctor and some other 
company might pass this applicant. 

MR. KENT: To give him a chance 
to go elsewhere when the doctor will 
examine him for fifty cents? A.—No, 
I think there is a question in our 
application form, ‘‘ Have you been 
refused by any other insurance com- 
pany?’’ It is practically to do away 
with the necessity of answering Yes 
to that question. 


MR. TILLEY: You would probably 
not think an applicant was very frank 
with the Association if he said No, 
when he had been refused in that 
manner by another company? A.— 
I do not know, we are dealing with 
men of our own class, and we know 
a great number of them, and there is 
a sort of written— 


_ Q.—By reason of the fraternal feel- 
ing? A.—Yes, that we would not 
want to do them harm. 


_ Q.—Have you any way of ascertain- 
ing the number of applications that 
have been sent in and the man has 
paid a deposit to the doctor, and then 
phe withdrawn his application? A.— 

oO. 

Q.—Have you any way of being able 
to give that information, Miss Row- 
ley? 

MISS ROWLEY: No, I have no 
record of that kind because often times 
I do not know it. 

Q.—Probably it might not come be- 
fore the Secretary at all. | 


WITNESS: It might not, it might 
be a matter between the agent and 
the applicant. 


Q.—Cannot we get any idea of how 
many persons are kept out of your 
society by reason of the medical exa- 
mination—cannot you give us any 
help at all? A.—No, 1 think not; 
I do not know. 

Q.—Can you tell me how many ap- 
plications are referred to Dr. Allen, 
what percentage of the applications? 
A.—In the year? 

Q.—Yes; that go to him by way of 
appeal or review? A.—In the course 
of a year we might have twenty re- 
fused by Dr. Allen. 

Q.—I suppose that every time you 
send one of those you must pay some 
tong? \ A> VeR, 
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Q.—I suppose it is not over a dol- 
lar? A.—No, that is the amount. 

Q.—Don’t you think now that there 
is great force in the memo that Dr. 
Elliott sent in as to the advisability 
of having some persons permanently 
employed, and then reference could 
be made to him without an extra 
charge every time you would refer 
an application to him? A.—We have 
not felt the necessity of it. 

Q.—And has that question arisen? 
A.—No, at least it has never serious- 
ly been considered. Dr. Elliott sug- 
gested it in his memorandum some 
years ago. 

MR. KENT: What length of time 
would it take a doctor to thoroughly 
examine an applicant? A.—I think 
our secretary might be able to answer 
that question. Some times a doctor 
examines a candidate in the Board 
Room of our society. 

MISS ROWLEY: MI have never 
timed them; I should think about 
half an hour or longer. 

WITNESS: I should think about 
half an hour. 

MR. KENT: Anyway there is a dol- 
lar an hour. A.—Our secretary says 
half an hour. 

MR. KENT: It would be only worth 
$1 if it was half an hour. 

MR. TILLEY: I will put in now 
the report made by Sidney H. Pipe, 
A.I.A. to the Association in 1901. 
Had the rates been raised prior to 
this report? 

MISS ROWLEY: 
raised in 1900. 

Q.—Was there any formal report 
on which the rates were based? 

MISS ROWLEY: They were raised 
on the recommendation of the secre- 
tary at that time, Mr. Scott; I think 
he made up the schedule. 

_ Q.—If these rates were in vogue 

when Mr. Pipe made his\‘report I 
think I had probably better put those 
in first 

—Rates referred to filed as exhibit 
382, 

Q.—The rates put in force in 1900 
were altered for each of the ages? A. 
—In 1900? 

Q.—Yes, being different in that re- 
spect from the older rates which cov- 
ered certain groups of ages in each 
caseP A.—Yes. 

Q.—It commences with the age 18, 
and then gives the bi-monthly rate 
at $1.60, and your Honors will remem- 
ber that the last rate made the first 
age 25, so that there was a lowering 
of the age at which the applicant 
could come into the society, and it 
ran $1.60 and up to 25 it became $2. 


Yes they were 
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Under the previous rate at age 25 ° 
it was $1.20 and under the rate be- 
fore that it was $1.10, now it is up 
to $2 bi-monthly, that would be $12 
a year. Then at age 45 it was $2.45 
before, now it is $4; at age 50 it was 
$2.75, and was there no age insurance 
at age 50 under this? 


MISS ROWLEY: 49 is the highest 
for many years. 

Q.—You went to 50 before, and you 
only charged $2.40 up to age 55; now 
at age 49 it is $4.80—that is twice as 
much and a lower age at six years; 
so that there was a great change 
made at that time? §A.—You are 
talking about the present rates? 


Q.—Those were bought into force 
in 1900P A.—Yes. 

Q.—There was a great change in 
1900?  A.—Yes. 


Q.—And after those changes were 
made the Society got Mr. Pipe to re- 
port on them? A.—No, these rates 
were made after the report. 


MISS ROWLEY: They were just in 
force a few months. 

MR. TILLEY: And after they were 
in force he was asked to report on 
them? 

WITNESS: He was asked to report 
more on the old business I understood. 
You are talking of the time I was 
away for a couple of years, so I am 
not conversant. 

Q.—Those are the rates that are in 
force now, so that by being associat- 
ed with the society since you know 
practically about it? A.—Yes. 

Q.—There was just a charge of $2 
for management per 1,000, and that 
payable in January of each year; and 
then there was an entrance fee of $2 
per thousand? A.—That is the new 
applicant. 

Q.—The first year he would pay $4? 
A\—No, $2. 

Q.—And after that $2 a year? A. 
—Yes. 

Q.—And no risk except over fifty 
years; then before reading this re- 
port of Mr. Pipe’s let me ask you this, 
were those rates bought into force 
just before the insurance after that 
date or did they apply to insurance 
then on the books? A.—They applied 
to insurance then on the books. 

Q.—That is if Mr. Taylor insured 
in this Society, if he would have paid 
$1.20 at age 25 when he entered ori- 
ginally, he: would now have to pay, 
assuming him to have entered at the 
age 25, $2? A.—That is right. 

Q.—Not taking you in at the age 
you were in 1900? A.—No. 
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Q.—But taking you on at the age 
you were when you entered the socie- 
ty and at the rate you might have to 
pay for that age? A.—Yes, if I was 
25 at the time of joining I should 
then have to pay at the commence- 
ment of those rates $2. 

Q.—So that they treat you having 
the insurance prior to that at the 
rate originally charged without mak- 
ing any levy or lien against you with 
respect to that? A.—Yes. 

Q.—Do you know whether there was 
any discussion amongst the members 
of the society as to whether that was 
fair and proper dealing with members 
who had been on the books before that 
date? A.—I may tell you in a general 
way that at the time of any increase 
of rates that there would be a general 
discussion unfavorable to increasing 
the rates. 

Q.—That is members would say we 
came in on the expectation we would 
pay $1.10 or $1.20, now you are ask- 
ing us to pay $2 or $2.50? A.—Yes. 

Q.—Were there any others in the 
society who said ‘‘We are still too lib- 
eral with these old members, we have 
been carrying them along for years 
at insufficient rates, and they should 
make up that to the society as if they 
had been paying always rates upon 
which the society could live? A.— 
A very small percentage would talk 
that way. 

Q.—Did any of them do it? A.— 
Yes, I think so. 

Q.—You know, for instance, that 
the Ancient Order of Foresters when 
it made this change made a charge 
against all members then on the books 
in respect of the insufficiency of their 
former rates? A.—Yes. 

Q.—And then gave them sufficient 
options as to how that would be ap- 
plied, giving them credit in all these 
operations for the share of the re- 
serve the company held, you knew 
that? A.—yYes, in a general way. 

Q.—What was your opinion or what 
is your opinion now as to the rela- 
tive merits of these two systems of 
dealing with old members? A.—My 
individual opinion is that I should be 
paying now what my age called for 
at the time we made this change, but 
mind you that opinion is not at all 
general. 

Q.—You do not want it to be ap- 
plied to your particular case? A.— 
You asked me what my particular 
opinion is, I have given it to you. 

Q.—When the change was made, you 
having got insufficient rates before, 
that you should commence paying that 
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rate for the age you were at the time 
the change was made? A.—Yes, in 
fact rather than at the time this 
change was made I should be paying 
according to my age at the present 
time. 

Q.—The standard should be made at 
the age you were in 1900 when the 
rates were increased? A.—Yes, that 
I should pay that rate. 

Q.—If you were 25 when you joined 
and 40 when the rates were changed 
you should pay at the 40? A.—Yes. 

Q.—If you continued paying at the 
original age of 25 don’t you think 
the society should have been afforded 
some means of compelling members 
if they wanted to continue the full 
insurance to make up the difference 
between the old rates they had paid 
and the new rates the company 
thought was proper? A Yes, st 
think; that is my private opinion. 

Q.—That is to say if they did not 
want to increase their annual payment 
they should diminish the insurance ? 
A.—Diminish the interest they had in 
the society. 

Q.—I suppose it was because of that 
discussion that Mr. Pipe would be 
consulted—Miss Rowley says it was 
afterwards—and while of course you 
were not there that is the only thing 
that you could suggest now would 
be the occasion for consulting him? 
A.—I should expect the consultation 
would be on account of knowing what 
liability we were against. 

Q.—And from reading his report I 
think that was the case? A.—Yes. 

—Report of Mr. Pipe’s marked as 
exhibit 383, 

Q.—(Reads exhibit 383.) 

WITNESS: I understand Mr. 
Pipe’s rates were not quite the rates 
that are in existence. 


Q.—Apparently they are not quite 
uniform? A.—No. 

Q.—They commence at $1.70 for age 
21 and run up to $5 for age 49P A 
—_Yes. 

Q.—And there is not a great differ- 
ence there between them? A.—No. 

Q.—Mr. Pipe so far recognizes the 
necessity that he says finally if you 
cannot arrange it in either one of two 


_ways he has mentioned to bring the 


old members up to the right standard, 
then you should keep two distinct 
classes and let the new members pay 
into one fund and the old members 
pay into another fund? A.—Yes. 
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Q.—That would soon make very ex- 
pensive insurance for the old members? 
A.—Yes. 

Q.—That would not be a thing that 
any of them would favor? A.—wNo. 

Q.—Under the thought that is being 
carried out these new members are 
paying to carry the old members, are 
they not, to some extent? A.—To 
some extent, I think so, 

Q.—It must be soP A.—Yes. 

—Mr. Tilley reads schedule attach- 
ed to exhibit 383. 

Q.—Then he makes a further report 
(reads)—made part of exhibit 383. 
Apparently this table that he proposes 
here would be a schedule for new lives 
carefully selected and he thinks that 
may be a lower schedule than any 
schedule you could apply to those old 
members because they had not been 
specially selected? A.—Yes, I pre- 
sume that is what he means. 

Q.—So nothing is said there about 
the Hunter tables, do you know what 
is meant by the Hunter tables? A. 
—Mr. Hunter of the Ontario Govern- 
ment, 

Q.—And they are embodied in the 
Ontario Insurance Act? A.—I be- 
lieve so. 

Q.—The Ontario Insurance Act sets 
out- the rates which you call Hunter 
rates in a schedule to chapter 203, 
and the schedule is lettered A, and 
then it provides in section 6, subsec- 
tion 6: ‘‘Friendly societies may be 
admitted, but not unless,’’ etc. (Reads 
to the words ‘‘expense of manage 
ment’’). So that the Hunter rates 
are rates that are contained in the 
Ontario Insurance Act as the mini- 
mum rates which a society such as 
yours can charge and obtain a’ license 
under the Ontario Act, is that right? 
A.—Yes. 

Q.—And besides those rates the com- 
pany must collect from its members 
whatever the company requires for the 
purposes of expenses? A,.—I think 
that is the idea. 

Q.—Now, then, I suppose if that is 
the case it may be assumed that those 
rates are such as are regarded as the 
minimum rates that can be charged 
for solvency? A.—yYes. 

Q.—And for that reason it is im- 
portant to have regard to those rates 
when considering your own, and I 
think you had regard to them when 
you were dealing with your own—I 
think the Hunter rates were consid- 
ered along with the National Frater- 
nal Congress 4 per cent. rates? A. 
—TI think so. 
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Q.—What do you understand that to 
mean the National Fraternal Con- 
gress 4 per cent, rate—whose rates 
are those? A.—TI don’t know, 


Q.—I will put in a table showing 
the rates now charged by this society 
and in the corresponding column the 
Hunter rates, and in another column 
the rates of the National Fraternal 
See at 4 per cent.? A,—Very 
well. 


—Comparative table of rates filed 
as exhibit 384. 

—Mr. Tilley reads comparative table 
of rates. 

Q.—So that the rates charged by 
your society are less than either the 
Hunter rates or the National Fra- 
ternal; Congress rates? A.—I think 
very little less. 

Q.—And these other rates av rates 
that are based upon the fact that 
members coming in would pay these 
rates and not have a lot of old mem- 
bers who have been contributing at a 
less rateP A.—I should expect so. 

Q.—In that respect your society is 
in a different position from the 
societies that would come under these 
Hunter rates? A.—Yes. 

Q.—Then besides that feature, be- 
sides the fact that your society has 
all these old members that have not 
been contributing on that basis and 
building up a reserve fund, on those 
rates, apparently Mr. Pipe reports 
that your death rate is higher than 
he expected, having regard to a fair 
consideration of other tables, what do 
you think about that, do \you agree 
with Mr. Pipe; have you had any 
other opinion than his upon that 
point? A.—As far as our death rate 
is concerned P 

Q.—Yes? A.—No, I do not think 
we had any actuarial advice up to that 
time, and along that line, none since. 

Q.—You have had, however, one 
other actuarial report? A.—Yes. 

Q.—And that is the report from W. 
C. Macdonald, dated August 18th, 
1905? A.—Yes, 

—Report of W. C. Macdonald 
marked as exhibit 385. 


MR. FIELDING: This man was 
asked a question as to whether it was 
advisable to raise our risks from one 
thousand to two thousand dollars; all 
this other stuff there was never asked 
and it has no business to go in in 
opposition to our cOmpany, because 
he was never asked those questions. 
Further on he asked for some other 
information which was never furnish- 
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ed him, and his only request was to 
know whether it was wise to insure 
men for $2,000 or $1,000, and his re- 
port has no bearing whatever on our 
society. 

MR. TILLEY: Is there any objec- 
tion from you, Mr. Taylor? A.—No. 

MR, FIELDING: This matter was 
never before our Board of Directors 
and we have never recognized it, and 
it has no right to come before this 
Commission. 

MR. TILLEY: Would you let me 
ask you this, from your knowledge and 
experience in connection with the so- 
ciety do you follow and adopt the re- 
port of Colonel Macdonald for your- 
self, do you think it about hits the 
nail on the head? A.—A8 far as Col- 
onel Macdonald’s report is concerned 
I would not like to say it did meet 
with my approval entirely. 

Q.—In what respect? A.—I think 
in’ adopting the Hm. tables he is 
adopting a higher rate than the Hun- 
ter rate and a higher rate than. is 
necessary. 

Q.—That is in taking the Hm. table 
you think probably there is a saving 
on mortality there that he does not 
allow you for? A.—Yes, 

Q.—And as you pay all your: ex- 
penses out of another fund you do not 
need saving in mortality for expenses? 
A.—As a matter of fact in our Asso- 
ciation, the Commercial Travellers’ 
Association, which is composed of be- 
tween seven and eight thousand, our 
experience has been that our death 
rate in the length of time it has been 
in existence, 20 odd years is about 
one-third less than that. 


Q.—That is about 66 2/3 of the ex- 
pected mortality ? A.—So that I 
should have to have a good deal more 
light on the matter before saying I 
endorsed Colonel Macdonald’s report. 

Q.—That is to the extent of adopt- 
ing the Hm. 4 per cent. tables for 
your society? A.—Yes. 


Q.—I suppose it almost follows from 
what you say that you would go part 
way with me, that there ought to be 
higher rates for your society? A.— 
Of course I am one of about 2,000, 
and I think the majority at the pre- 
sent time of our members would be 
very much averse to having any in- 
crease. 


Q.—I am not asking the majority. 


of the 2,000? A.—I am supposed to 
represent them at present. 

Q.—Yes, but you are supposed to be 
doing the thinking for the Associa- 
tion, you are the President, you are 
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shaping its policy? A.—To some ex- 
tent; to some extent I will agree 
with Colonel Macdonald, that there 
are weak points. 

Q.—I do not know that it is neces- 
sary to press that part of the thing 
further, but on a summary of what 
we have seen that would seem to be 
a fair conclusion, that there probably 
might be some strengthening by high- 
er rates? A.—Either higher rates 
or re-arranging the old membership. 

Q.—As a matter of fact I would 
gather from what you say you feel 
now at any rate that it is a mistake 
to have made the change without mak- 
ing a complete change? A.—Yes. 

Q.—And that a change more in the 
order of that change that the Ancient 
Order of Foresters made, while it 
might prove troublesome to carry 
through at the time, would be in the 
long run beneficial? A.—Yes. 

MR. TILLEY: I will put in as an 
exhibit a statement prepared by Miss 
Rowley as to the lapses covering the 
period from 1890 down to the end of 
the year 1905. There is a little varia- 
tion in the year 1904 as between the 
printed report in the blue book and 
this report, but that is due to some 
re-adjustment of a particular plan 
of insurance made by Mr. Blackadar 
when he made his inspection, which 
involved the sum of $500; so that 
this will do for an understanding of 
the amount of their lapses. 

—Statement of lapses filed as ex- 
hibit 386, 

Q.—This shows a great variation in 
the number of members lapsing and 
the amount of insurance, running 
from 42, being the smallest number in 
1894, and the greatest number being 
349, in 1902—do you know how that 
was, that there was that lapse in 
1902 ? 

MISS ROWLEY: The change of 
rate and the special assessments. 

Q.—How many special assessments 
were made? 

MISS ROWLEY: Four altogether. 

Q.—Can you give me a memoran- 
dum of the special assessments ? 

MISS ROWLEY: Two in the end 
of 1901 and two in the early part 
of 1902: 

Q.—Then your assessments have just 
been bi-monthly assessments since the 
formation of the society? 
ee ROWLEY: That is all I know 
of. 

Q.—There were lapsing in 1900 157 
amounting to $157,000; in 1901, 146, 
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amounting to $313,000; in 1902, 439, 
amounting to $541,000; you say that 
would be due to the extra assessments 
and change in rates? 

MISS ROWLEY: And a good many 
of them dropped the $2,000. 

Q.—Since Colonel Macdonald’s re- 
port was made to the society has any 
change been made consequent upon it? 
A.—Yes, we are not taking any risks 
for more than $1,000. 

Q.—You adopted his suggestion not 
to double the amount? A.—yYes, that 
is all we have done up to the present 
time. 

Q.—Has there been any suggestion 
as to increasing the rates? A.—That 
matter of Colonel Macdonald’s we are 
not through with it by any means. 
Sapa is not disposed of P A.— 

O. 

Q.—I suppose that an examination 
just at the present time will be very 
helpful in getting members to come to 
the higher standard, and it will not 
be an unmixed evil? A.—If the Gov- 
ernment would help us out in the mat- 
ter we would be very thankful. 

Q.—Would you just say to the Com- 
mission in what way you think you 
could ‘be helped out in the matter, 
what would be helpful to a society such 
as ours? A.—My own opinion is that 
the rates should be changed as the age 
implies, at the date that these rates 
were changed; we should pay accord- 
ing to our then age. i 

Q.—You should come in as new mem- 
bers at that time? A.—Yes, and pay 
at our then age. That is my own 
opinion; this is not the current opin- 
ion at all. © 

Q.—I think that has been explained, 
you are not talking for the majority ? 
A.—It would meet with anything but 
approval as far as the commercial trav- 
ellers are concerned, and in fact it 
may not be the opinion of some of the 
members of our Board. You have asked 
me for my opinion and I am simply 
giving you my opinion about it, that 
that would make our affairs stable and 
from that standpoint more satisfac- 
tory. 

Q.—Do you think that the idea of 
the Ontario Act, where it prescribes cer- 
tain rates which must be the minimum, 
do you think that good or bad legisla- 
tion? A.—TI think it would be good. 

Q.—It would be something that 
would be a minimum premium? A.— 
Yes. 

Q.—I suppose it is fair to say this 
that if inadequate premiums are 
charged thev may be grosslv inade- 
quate, but the fraternal society may 
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go on for many years if it is getting 
in sufficient new members and never 
come to grief? A.—I do not know 
about that. 

Q.—It it gets in the new members 
fast enough? A.—yYes, I think if they 
were to get in the new members fast 
enough. 

Q.—The new members are paying 
out the old? A.—Yes. 

Q.—And the trouble comes from not 
anticipating what will happen when 
there is a shortage of new members? 
A.—Yes. 

Q.—You have experienced that 
shortage to some extent? A.—Yes. 

Q.—And ,you are experiencing it 
yet? A.—Yes. 

Q.—You are trying still? A.—We 
are simply just getting over our last 
trouble, and it is a matter of policy 
on our part to not awaken any feelings 
among the membership that there 
would be anything like increased rates. 
T do not think it is necessary to in- 
crease our rates, I think our rates are 
quite adequate as far as the new mem- 
bers are concerned. 

Q.—You agree with what Colonel 
Macdonald says that whatever difficul- 
ty there may be is not so much from 
the insufficiency of the rates, although 
they might well be higher, as from the 
fact that the old members are to some 
extent being carried along by the new 
members? A.—Yes, that is the point 
exactly. 

Q.—They are too much of a drag? 
A.—Yes. 

Q.—But even with all that, by com- 
parison with the other rates we have 
put in they would seem to be the min- 
imum at any rate that can be used for 
safety? A.—TI think so. 

Q.—And probably a little under the 
minimum for safety, don’t you think 
they should be higher even without 
new members— A.—We have in our 
society a gentleman who has made a 
good deal of study of insurance mat- 
ters, and I think he probably when 
you have him under examination will 
satisfy you that our rates are sufficient. 

Q.—Then that is because you think 
I am easier satisfied than you would 
be; probably you have had to talk it 
out some time? A.—I do not think 
there is much fault to be found with 
our rates, successfully, I think the 
rates are fairly right. 

Q.—Your lapse rate caused by the 
rearrangement was about what? 

MISS ROWLEY: I could not tell 
vou, I never made up the percentage ; 
I simply took the gross amount. 
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Q.—I am told about 25 to 30, did 
you ever consider that Mr. Fielding? 

MR. FIELDING: A.—I have looked 
into that some; I suppose I will have 
to answer those questions in the box 
by and by, and probably I had better 
answer them there. 


Q.—I have compiled here a state- 
ment showing all the income that you 
have received from 1891 down to 1905, 
inclusive, you cannot check that here 
can you, but it comes out in agreement 
with your own-returns, showing that 
you received from members for fees 
$4,352, and for annual dues $53,546, 
and on account of your medical exam- 
iner’s fees $2,310, or a total of fees 
and dues $60,208. You have received 
as assessment from your members 
$358,538.29, so that the total paid in 
by your members is $418,746.29, so 
that you have got for interest $22,- 
362.65, making your gross income from 
1891 to 1905 $44,108.94. Then your 
expenditures have been: death claims 
$348,435, your taxes $1,479.16; com- 
missions, salaries, medical examination 
fees $36,111.11; miscellaneous pay- 
ments $22,318.61; total expenditure 
$400,343.88; that is your income over 
your expenditure in the 15 years 
amounted to $40,765.06; your assets 
on the 3lst December, 1905, were $58,- 
796.89; your liabilities $4,538.35; so 
that your excess of assets over liabili- 
ties were $54,258.54; but of course that 
did not take into account anything by 
way of reserve on your policies; be- 
cause you would not compute that as 
a liability? A.—No. 

Q.—yYour business in force on the 
3dlst December, 1905, was 1,878 certi- 
ficates amounting to $1,876,000; you 
received during the 15 years accord- 
ing to that schedule $358,538.29, and 
you paid for your death claims $340,- 
435; so that your excess payments by 
way of assessment by your members 
and your death claims was $18,103.- 
29; that would be a fund which you 
might properly call Reserve, if you 
were carrying a reserve fund? A.— 
Yes. 

Q.—It is provided that you shall 
not take any moneys from assess- 
ments that are paid in by members 
and use them for expenses? A.— 
Yes. 

Q.—Have you ever come dangerous- 
ly near that? A.—I think perhaps 
so, I think it was done in ignorance, 
when we took some of the interest. 

Q.—You took the interest of your 
investments, and what did you do 
with it—credit it? A.—Well, we on- 
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ly had at that time one account, now 
we have two. The interest account 
and the general account was the 
same, and utilitzed for an expense ac- 
count. As soon as we found out we 
altered it and now we have the tio 
accounts. 


Q.—I think that ran from 1890 
down to 1900, your interest was cre- 
dited to your expense account? A. 
—I think so. 

Q.—So that it could be used for 
expense purposes? A.—Yes, 

Q.—But from 1901 you have credit- 
ed your interest on investments to 
your mortuary fundP A.—yYes. 


Q.—During the time you were cre- 
diting that to expense account did 
you make any transfers to the mortu- 
ary fund which would tend to offset 
that? A.—Yes, there were some 
transfers, 

Q.—Out of expense? A.—Putting 
it into the mortuary fund. 

Q.—By the way I have the special 
assessments that were made, are those 
the ones you were referring to, Miss 
Rowley? (Miss Rowley speaks to Mr. 
Tilley.) 

MR. TILLEY: Miss Rowley says 
besides the special aSsessments that 
were referred to there was the reserve 
assessment made in 1900 and again 
in 1901 of 50 cents a member, the 
first assessment resulting in $1,325, 
and the second one $1,296.50; and I 
suppose these assessments were made 
for the purpose of adding to the re- 
serve for the purpose of paying death 
claims when needed? 

MISS ROWLEY: A.—Yes. 

Q.—And then when the rates one 
so cn were changed you did away with 
that special mode of raising funds? 

MISS ROWLEY: Yes. 


Q.—It was under a By-law that was 
in existence for a certain time? 

MISS ROWLEY: A.— Yes. 

Q.—Have you told us of every oc- 
casion when there has been any mix- 
ing of the expense funds and mortu- 
ary funds? 

WITNESS: I don’t know of any 
other. 

Q.—The $200 per annum is what 
pavs for the expense? A.—Yes. 

Q.—Apparently you have received 
for fees during the 15 years, 1891 to 
1905, $60,208, and your expenses 
otherwise than for death claims, $59,- 
908.88; so that it came very near the 
ee amount you had to spend? A 
—Yes. 
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Q.—In fact, by looking through the 
salaries, 1 think the salaries are gov- 
erned by what margin you have for 
that purpose? A.—We find our- 
selves a little hampered as far as ex- 
pense account is concerned now. 

Q.—And I suppose the person who 
gets the salary has to stand that. 
Your assets over liabilities at the end 
of the year was $54,258.54, that re- 
presents I suppose the moneys you 
have on hand, that would be avail- 
able to appropriate to reserve if you 
were required to keep the reserve? 
A.—Yes. 

Q.—And I suppose it will not be 
a hardship for a society such as yours 
to have to jump At once into a full 
reserve of any kind? A.—You mean 
a reserve such as we should have? 

Q.—YesP? A.—It would be a diffi- 
cult question. 

Q.—It would be a difficult question ; 
the only way in which you could put 
your reserve right would be as it were 
to have timely notice of progressive 
steps towards that end? A.—Yes. 

Q.—To what extent are the mem- 
bers of your society entitled at times 
to go and get any information they 
may desire from the books of your 
society? A.—They can get any in- 
formation at all times at the office. 

Q.—Can they get access to any of 
the books they want to see? A.— 
At the office, yes. , 

Q.—Has that right ever been ques- 
tioned? A.—It has been questioned 
in a fashion, that point has been 
raised when copies have been wanted 
to be made of our membership, which 
we of course could not permit. 

Q.—That is what I have a recollec- 
tion of, some person coming into the 
office and asking for the privilege of 
making a list of your members? A. 
—We would not permit that. 


Q.—Why not? A.—We have never 
allowed it to be done. 
Q.—Why not? <A.—Well, it would 


be a very great nuisance to us in very 
many ways, for instance some patent 
medicine concern might have a mem- 
ber belonging to us. 

Q.—Never think of that with a 


commercial traveller? A.—They would | 


come and want to make a list of our 
members. 

Q.—That is not the real reason? 
A.—And also with regard to election 
purposes for the sake of canvassing 
members for votes, 

Q.—The party in power I suppose 
has the opportunity to prevent the 
party out of power from getting in- 


formation to change the party in 
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power and bring in the party out of 
power? A.—l do not agree with 
you at all in our election. Every 
member has a ballot, 

Q.—Why don’t you allow a man 
to have a Fist of the persons who are 
entitled to vote so that they can get 
the proper canvass? A.—A list might 
be abused. 

Q.—In what way? A.—A man 
might be voted for, for instance, who 
was out of the country. 

Q.—Under your rules they must be 
nominated ahead of time? A.—I 
mean a member might vote if he had 
a list of members. 

Q.—There might be some bogus 
votes come inP A.—He might vote 
for absentees, 

Q.—You take votes by mail, do you 
not? A.—yYes. 

Q.—Tell us how it works in your 
experience to have, what you might 
call, policyholders voting by mail? 
A.—It has answered very well as far 
as we are concerned. The mail comes 
to the care of the scrutineers. 

Q.—You appoint outside persons 
scrutineers generally, your auditors, 
or one of your auditorsP A.—Yes, 
that is the usual way. 

Q.—Then the ballot papers are sent 
to all the members by mail? A.— 
Yes. 

Q.—And they come back to the scru- 
tineers by mail? A.—Yes. 

Q.—And you find that works very 
well? A.—Yes. 

Q.—Do you think if a full list of: 
members in good standing was fur-' 
nished by some means, some of them 
would vote? A.—I do not see any 
necessity for it, we have never found 
a necessity for giving out these lists 
excepting by an occasional crank, and 
they are very rare. 


Q.—They would ri persons outside 
the association? A.—They would be 
very rare who would put themselves 
to ‘the trouble of getting ‘these lists. 
Take the general membership, they 
do not want these lists, and we do not 
want to be bothered allowing them 
to get them. 

Q.—Would it affect the efficacy of 
the system of voting if the lists were 
sent out, do you think? A.—A list 
of members? 

‘Q.—Yes? A.—I cannot see any pur- 
pose in it, because every member re- 
ceives a ballot and has a vote. 

Q.—You think you get his inde- 
pendent view on who should be elected 
better by not letting one another 
know who is voting? A.—I think so. 
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Q.—And you say that other than in 
the respect of going in to get the 
names of the voters, no member is 
refused access and opportunity to in- 
vestigate the books and know how the 
society stands? A.—Any member is 
as much at liberty as I am in that 
respect, and he can get any informa- 
tion he is entitled to. 

Q.—Has that beeen sa since yon 
have been Secretary, Miss Rowley ? 

MISS ROWLEY: In what way? 

Q.—That any member is entitled to 
come into the office and ascertain 
everything he desires to know from 
the books and papers and records of 
the society? 

MiSS ROWLEY: Yes, sir, I have 
never refused to answer any legiti- 
mate questions, and I hare never had 
anybody dissatisfied since I have been 
secretary. 

Q.—The experience of assessment 
societies has not been very good on 
the general average? 

WITNESS: I don’t know. 

Q.—Most of them fail to succeed 
for very many years? A.—I think 
there have been failures in Mutual 
Benefit societies. 

Q.—Can you tell me what percent- 
age of those that operated? A.—No. 

Q.—Have you no statistics of that? 
A.—No. 

Q.—I should bring it out. I think 
that the officers of the society are not 
extravagantly remunerated? <A.—I 
do not think so; we have no paid 
officers excepting the ones I have men- 
tioned. 

Q.—You have no paid officers except 
your Secretary, Assistant Secretary, 
and your Canvasser that you have told 
us about? A.—That is all. 

MR. TILLEY: I think we have got 
all the facts relating to this Society 
that we require. Mr. Fielding is here 
and if there is any statement he de- 
sires to make I think possibly it 
might be as well to give him the 
opportunity of saying anything if he 
desires to. 

EDWARD FIELDING, sworn. 

JUDGE MacTAVISH: Have you 
anything in addition to what Mr. 
Taylor has given us; if so we would be 
glad to hear it? A.—I have this in 
addition, sir, I think, when changing 
our rates as to the reasons why we 
changed those rates, and as to the dis- 
cussion at the time, and as to whether 
those rates are satisfactory or not, 
these are items I believe we ought to 
discuss, I may say to you that I have 
taken a great deal of pains in regard 
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to this matter; I began discussing 
this when they first began talking 
about changing rates. 

MR. TILLEY: Are you an officer 
now of the society? A.—I am treas- 
urer of the Mutual Benefit Society. 

Q.—At the present time? A.—Yes. 

Q.—And I believe you have given 
some thought to actuarial matters to 
some extent? A.—I have worked a 
good deal on it, I was going to say 
both day and night. 

Q.—What was it you wanted to say? 
A.—The reasons perhaps why I did so 
was I met the actuaries in discussion 
in regard to the death rate of the 
members of this society, and the Com- 
mercial Travellers’ Society, and in 
meeting them I had to study the sub- 
ject to a very considerable extent, and 
when we were discussing the rates -it 
was said that a young man called Mr. 


.Pipe—I believe he was a young man 


from some society or some office in Lon- 
don, England—who came out here to 
advise the Independent Order of For- 
esters for certain purposes; he may 
have been an actuary, I don’t know 
anything about it—— 

MR. TILLEY: If you will criticise 
the facts instead of the man? A.—I 
must criticise the facts and also the 
position of the gentleman, because he 
has been put forward here today, his 
statements in regard to our society, 
and I am not sure that Mr. Pipe was 
an eligible witness. I don’t know 
about that, consequently I am not pre- 
pared to say. When we were discuss- 
ing the matter of those rates as to 
what should be done and the rates 
that should be adopted I secured a 
statement made by Mr. Blackadar. and 
also statements before the Fraternal 
Organizations in Baltimore of the 
United States, when all the organiza- 
tions were represented, and when they 
showed their death rates for a number 
of years; and then I began to investi- 
gate as to the Healthy Male Table of 
Great Britain, which is relied upon to 
show that our societies are not re- 
ceiving the proper amount of money. 
T claim in regard to the Hm. table of 
Great Britain that it is a defunct 
proposition. I believe it was made 
up in the year 1863, and at that time 
considered the death rate for 130 years 
back of that; consequently I say that 
the persons who lived and died 130 
years back of 1863 were persons who 
did not have the advantage of what 
we have been told today is the wonder- 
ful service in the way of medical at- 
tendance. These persons at that time 
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no doubt had a certain amount of med- 
ical service, for instance if a man was 
ill with inflammation 

JUDGE MacTAVISH; It showed a 
death rate higher than now? A.—Yes; 
/1f a man was ill with inflammation 
they would bleed him 


JUDGE MacTAVISH: Yes, but we 
are not here to study medicine. 


MR. TILLEY: I cannot cross-exam- 
ine on that either. 

WITNESS: There is the experience 
of the Canada Life as compared with 
the Hm. table, and it shows a very 
much larger number of persons lived 
than would have under the Hm. table; 
so I say the Hm. table of Great Britain 
is effete or ought to be an effete table 
to be discussed. I find sir, that in the 
last year of the United States, the ex- 
perience of 23 of the insurance com- 
panies in the United States, their 
mortality instead of reaching expect- 
ancy only reached 76% of their expect- 
ancy. I find the other day our Manu- 
facturers’ Life stated that their ex- 
perience was only 74% in regard to 
their ordinary table, and for total ab- 
stainers it was only 48%. I find it 
stated in this morning’s Globe that 
one of the Canadian life insurance 
companies, the Mutual Life of Can- 
ada. had only an experience last year 
of 49% of their expectancy of, death 
rate. Consequently I say that when 
we figure our tables on the Hm. tables 
of Great Britain we must get from 
them a very much larger figure than 
is really necessary to carry those lives. 


Q.—What have you to say about 
the rates adopted by the Commercial 
Travellers, in view of this informa- 
tion and experience that you have 
got? 

JUDGE MacTAVISH: You _ ob- 
tained a large amount of information 
and you sifted it yourself? A.—I 
sifted it for myself personally and pre- 
pared rates, 

Q.—And this is the result of your 
work? A.—Yes, 

Q.—What we have before us now? 
A.—yYes, what you have before you is 
what I prepared. That is what I pro- 
posed at the Annual Meeting when 
the matter was under discussion, and 
I have studied this matter in order 
to make myself posted on it, and I 
wish to defend the present standing 
of the Commercial Travellers’ Benefit 
Society before this Commission as far 
as possible that you may have a fair 
and right conception of what are our 
present conditions, 


Commercial Travellers, 
(KE. Fielding, Ex’d.) 


MR. TILLEY—You say those rates 
in your opinion are proper? A.— 
Equitable. 

JUDGE MacTAVISH: Are they 
safeP A.—Well now, I was trying to 
show you the reason why I believed 
they were safe. . 

Q.—You believe they are safe? A. 
—Certainly, yes, I would not be 
Treasurer of the Commercial Travel- 
lers’ Mutual Benefit Society and send 
out my printed statements, as I sent 
them out here, of which I gave you a 
copy, if I did not believe they were 
safe. Here is a statement I sent out. 
Here is how I found out they were 
safe. I take a gentleman of 27 years 
who joins the Association, and his 
expectancy according to the Canada 
Life and according to those societies 
in the United States that met in Bal- 
timore, I believe that he should have 
an expectancy of 40 years. I figured 
that at 4 per cent., and I want to 
show that it is realizing us a little 
more than 4 per cent., and I find at 
the end of the expectancy we will 
have in hand $1,244.88, and I believe 
that makes a safe thing. Now, I find 
that we have—for instance I am ex- 
amining another thing; I say there 
are a large number of organizations 
of this character who have a certain 
amount of assets unreported and there 
are only four of them reported in the 
returns to the Dominion Government. 
The Catholic Mutual Benefit Asso- 
ciation have 9.33 per 1,000 of insur- 
ance they carry; we have 31.34; the 
Independent Order of Foresters have 
37.89. The Woodmen of the World, 
the other one reported there has 
16.07, but there are 17 societies doing 
business of that character in this Pro- 
vince. Their average is 15.14. 
According to that I believe that when 
we have more than double the amount 
they have—that is, the average of 
them—we ought to consider ourselves 
pretty fairly safé. I find the income 
for the Catholic Mutual Benefit So- 
clety— 

MR. TILLEY: We have not exam- 
ined that, and you must not go too 
much into that sort of thing because 
Wwe must examine them first. A.— 
I assume these gentlemen are here for 
information, and I wish to give them 
such information as will guide them 
in reporting to the Dominion Govern- 
ment. 

JUDGE MacTAVISH: But as to 
the C.M.B.A. I think we will get the 
information from them. 
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MR. TILLEY: They will be here 
to-morrow. We cannot investigate 
them as part of your investigation. 
A.—I am only making comparisons 
between our society and an average 
of the other societies. 

Q.—I do not question your object. 
A.—And we have an income per thou- 
sand—for instance, the C.M.B.A. have 
$13.50; we have $19.39 income every 
year for every dollar insured. The 
Independent Order of Foresters has 
$31; the Woodmen of the World, 
$11.75; and I examined these to guide 
me in advising the Commercial Tra- 
vellers’ Association, because I con- 
sider myself responsible to them. As 
far as I. can give my judgment I be- 
lieve I am right, and one reason why 
I object to being bound by the actu- 
aries of the other society is this: You 
gentlemen would not advise Sir Wil- 
frid Laurier to go and ask Mr. Fos- 
ter’s advice as to what he thought of 
Mr Fielding, the Finance Minister. 
The actuaries who are paid by the 
companies to show they are not receiv- 
ing any too much money are paid to 
show our company is not safe, and 
consequently they are not the persons 
to be brought into this court to judge 
of the conduct of this society, and I 
say as to Mr. Macdonald’s report— 
you will find we are not asking Mr. 
Macdonald for anything of that kind, 
and consequently his report has no 
business to come into this Court to 
condemn our organization. 


MR. KENT: Are you in a position 
to say out of one hundred assessment 
companies how many live for thirty 
years? A.—I know nothing of that. 


Q.—I would be glad if you could get 
a statement of that kind. A.—TI find 
all the regular insurance companies 
who issue policies, twenty-two com- 
panies, that 7231 per cent. of the 
money they collect is paid out in ex- 
penses. 


JUDGE MacTAVISH: I thor- 
oughly sympathize with you. Some 
time ago you spoke of Mr. Macdon- 
ald’s report as not being an answer to 
the question. Would you be kind 
enough to practice what you preach 
and confine yourself a little more to 
the subject matter. A.—If the exam- 
ining counsel does not ask such ques- 
tions as bring out things that I be- 
lieve. are such answers as you gentle- 
men are looking for, I must give them 
to:you. : 

MR. TILLEY: That is what Mr. 
Macdonald thought, too. A.—But 
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these gentlemen are here for that pur- 
pose. 

Q.—Have you said everything you 
want to say about rates? A.—No, I 
want to say a good deal more about 
them. 

Q.—You think the rates are quite 
high enough? 


JUDGE MacTAVISH: Yes, he has 
said so. 

A.—In order to show you why I 
think so, another reason is that I 
have taken the age of every member of 
the Commercial Travellers’ Mutual 
Benefit ‘Society ; for instance, we have 
four members who are under 20 years 
of age. I have taken their mortality, 
their probable mortality, and I have 
taken that down which I can show 
you here, for every member of the 
organization. I tell our Board of Di- 
rectors then how much money we are 
going to have to provide this year 
to pay our death rate, and if I do 
not think we are getting sufficient 
and having something to add to the 
reserve, I would either resign from 
my position as Treasurer of the As- 
sociation, or I would tell somebody 
what I think of it. 

MR. TILLEY: In connection with 
that table what provision did you 
make for the old members who had 
been paying on a different basis? A. 
—One provision I make is this: I 
pay $1.75 for every member who dies 
and his family only get $1.00 of that 
money, and my wife, if I had died, 


“would only have got $300 or $400, 


but I was paying $1.75, and during 
that time a surplus was accumulating, 
and I find that the other insurance 
companies pay out, not only all the 
income they have, but some out of 
their surplus; they pay out to get 
new business; we were working the 
first three or four years or perhaps 
10 years in order to get new busi- 
ness.. There is no doubt about that, 
and when I, as an individual, had to 
pay up my share of that new busi- 
ness, I was entitled to be contin- 
ned at the same age that I went in, 
because I had helped to build up this 
organization, 

Q.—You say the surplus monies you 
had in the Society at that time was 
the provision for the old members, 
and for the A.—And for the men 
that. I had paid for, that had died, 
cértainly. 
““MR. TILLEY: I think that is all 
IT care to ask you about, 


INSURANCE. 1849 


SESSIONAL PAPER No. 66 
56th day, July 16, 1906. 


WITNESS: I was going to give 
you some comparisons, but if you do 
not wish for them, all right. 


JUDGE MacTAVISH: On _ what 
lines? A.—I was going to compare 
some other regular insurance compan- 
ies with what we are doing in some 
respects, 

Q.—In what respects? A.—Here 
is one that I cut out of a newspaper 
this morning, put in by Mr. Orr of 
the Attna Life, in which he goes on 
to show how much his expense ac- 
count is per $100, and our expense 
account is not very much less. 


Q.—I think we would be glad to 
hear what you wish to say about that 
and then we can compare it ourselves 
with the other companies? A.—Our 
average expense account, according 
to the amount we pay for death claims 
during the year is 14% per cent. In 
the case of the twenty-two companies 
which are reported in the Blue book 
it is 724 per cent. Now I say we are 
maintaining our organization with an 

amount of cost—for instance there is 
“no one getting any salary at all, 
neither the Treasurer, nor the Board 
of Directors, none of them drawing 
any salary whatever. We give all 
service gratis, and we are providing 
for those—so far we have provided for 
those who have died. I might say 
to you that when our rates were 
changed it was caused a good deal by 
friction as to who should be elected 
on the Board, or how they should 
conduct themselves, and because these 
men went and sought for an actuary 
and then they got rattled and did 
not know what they were doing them- 
selves and a great deal of dissatis- 
faction occurred, and a great many 
lapses occurred. I could give you the 
lapses that occurred. , 

MR. TILLEY: I have the table of 
that. Were you in favor of the change 
in 1900 to the higher ratesP A.— 
There are my figures. 

Q.—But you were in favor of mak- 
ing a higher rate? 22V es) 

Q.—What about the medical exa- 
mination? What were you going to 
say? A.—I am also Treasurer of the 
Commercial Travellers Association ? 


Q.—Does it give any insurance? A. 


—They are organized for the purpose 
of securing railway advantages, but 
we have a certain amount of insurance 


with the surplus money, and as I got 


into a discussion with the actuary in 
regard to that matter, and in regard 
to our medical examination and so 


forth, I, of course, had to post myself: 
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on that, and I have taken the trouble 
to find out how many men died who 
had been only one year a member, 
or who had only been two years, and 
so on and how many lapses, but that 
I have no right to go into because it 
belongs to another society, but I have 
this to say, for those who came into 
this Association withouti a medical 
examination, they are either the best 
of lives in this country and are still 
living, or they are dead. Now, I 
want to say for that medical examin- 
ation I can show here that one man 
passed the medical examination, they 
said he was a first class man, and 
he died of heart disease in three 
months after passing the medical ex- 
amination; and I could give you a 
great many other evidences, if it were 
necessary in regard to medical exam- 
ination and medical experience. I 
could give you~the experience of a 
lady who was examined because she 
wished to get an annuity, and one of 
the best medical men in the city said 
‘She cannot live a year; if you take 
her money you will only rob her’’; 
but she was so persistent that they 
took her money, and three years after 
that she walked into the office and 
surprised the manager by coming to 
take the money, and she is collecting 
it yet. The medical examination is 
all right enough after the man is 
dead, but before that they do not know 
anything about it. 

Q.—In what way do you grant in- 
surance in connection with the other 
Association? A.—We pay them ac- 
cording to the number of years they 
have been in. 

Q.—Paying their beneficiaries at 
death? A.—Yes. 

Q.—Under what Statutes are you 
carrying on that business? A.— 
Under the Dominion Act. 

Q.—Do you make returns to the 
Government regarding it? A.—No. 
~Q.—Have you any license under 
Dominion Government? A.—No. 


Q.—How can you carry on the busi- 
ness under the Dominion Act without ~ 
a license? A.—We are not supposed 
to be an insurance company. We are 
not. We are an organization, organ- 
ized for the purpose of selling rail- 
way advantages, and that is what we 
receive our money for and that is 
what we sell, but incidentally, if we 
have any money left, we divide it 
amongst those who belong to the socie- 
ty according to the number of years 
they have been in when they die. We 
are a charitable kind of institution. 
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Q.—Do you give them any certifi- 
cate that entitles them to the money? 
A.—I am not Secretary. 

Q.—Can you answer that question? 
A.—No, we only give them a certifi- 
cate for railway ‘privileges. That 
is all. I think I have a certificate 
in my pocket. 

Q.—ls Miss Rowley the Secretary 
of that Association? A.—No, she has 
nothing at all to do with that. 


Q.—Is that what Mr. Sergeant is 
connected with? A.—You will under- 
stand, gentlemen, that when the Mu- 
tual Benefit Society was organized it 
was because the other Society was not 
granting sufficient insurance, or not 
granting insurance, and we thought it 
would be wise then to organize a mu- 
tual benefit society for insurance pur- 
poses, and it was organized under Act 
for benevolent societies, and we only 
take commercial travellers, and as 
commercial travellers must be strong 
characters, they must be that, we 
found it was perfectly safe to take 
these. men—any who could travel— 
without any medical examination. 
That is the reason why we took them 
in at first without the medical exa- 
mination, and we have found up to 
the present time that it has worked 
well notwithstanding any statements 
that may be made by the medical 
faculty to the opposition. 

JUDGE MacTAVISH: That has 
been your experience? A.—yYes. This 
certificate entitles us to travel for 24 
cents a mile. 

MR. KENT: How long would this 
company last supposing there were no 
new members joined it? A.—I do not 
know sir. We do not propose to stay 
that way. We propose to get in new 
men. 


Q.—Supposing they do not come in? 
A.—But they do, and they will come 
in, and we will get more. As soon as 
they find out we are only charging 
them the amount it costs to carry their 
lives we expect to double and treble 
our membership. 


JUDGE MacTAVISH: By reason 
of this investigation? A.—Possibly, 
if we get a fair show, but if the re- 
porters are going to report some of 
the statements made here today that 
the old members are being carried by 
the new, and that is going to be car- 
ried to the Government, I don’t know 
what that is going to do. 

MR. KENT: But we may report 
that you are going to be three times 
better than you were and that might 
counterbalance matters. 
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WITNESS: Yes, we are going to be 
better. We give insurance at actual 
cost. I might say when I was on the 
Board a few years ago the first thing 
I fought was against any interest 
money being taken from the surplus 
of the company and being used for 
general expenses, and some persons 
who were disposed to pay the secre- 
tary more money than I thought he 
was worth, canvassed and did their 
best and defeated me, and paid the 
man a great deal more money than he 
was worth, and by and by they found 
out he was getting too much and let 
him go. We recognize that we can- 
not run our society and pay the salar- 
ies the other companies do, but we 
recognize this fact, that according to 
the plan we are conducting ourselves 
on we have a safe return. We have 
had a good many lapses, of course, and 
these men that have lapsed have left 
their money with us and others will 
lapse and leave their money with us, 
and they make up the surplus, and 
make up for the men who stay in 
who twenty-five years ago, did not pay 
up quite enough. 


Commission adjourned till 10 a.m. 
on Tuesday, 17th July, 1906. 


FIFTY-SEVENTH DAY, 
MORNING SESSION, 
Toronto, Tuesday, July 17, 1906. 


CATHOLIC MUTUAL BENEFIT 
ASSOCIATION OF CANADA. 


—F. R. Latchford, K.C., appeared 
for the.Company. 

MICHAEL FELIX HACKETT, 
sworn, examined by 

MR. TILLEY: Q.—What position © 
do you hold in the Catholic. Mutual 
Benefit Association? A.—I am what 
they designate in the Order as the 
Grand President or the head of the 
Association, 

Q.—That is of the Canadian Asso- 
ciation? A.—yYes. 

Q.—There is a similar Association 
in the United States? A.—There is, 
of which we formed a part till the 
year 1892. _ . 

Q.—There is a brief history of the 
Order in the United States before 
vour incorporation here and also some 
information regarding your incorpora- 
tion here at page 155 of the minutes 
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of the Thirteenth Convention? A.— 
Yes. 


Q.—How often does your convention 
meet? A.—At the present time every 
three years, formerly it was every 
two 


Q.—And at each meeting do you se- 
lect a place at which to meet for the 
next convention? A—Yes 


Q.—So that the Thirteenth Conven- 
tion was held in Toronto on August 
24th to 27th, 1904? A.—Yes. 


Q.—And according to your constitu- 
tion and your practice there will be 
no other meeting of the Association 
until the year 1907? A.—As an Asso- 
ciation. We have the trustees of the 
Association who in vacation, that is 
between the conventions, have the 
authority of the convention, 

Q.—They have full authority of a 
Convention? A.—Yes. 

—Mr. Tilley puts in the financial 

statement in the minutes and pro- 
ceedings of the 13th Convention— 
marked as exhibit 387. 
: Q.—What prompted you to become 
incorporated in Canada as a distinct 
organization from the American As- 
sociation? A.—At the time, in 1892 
or thereabouts, our Association was 
becoming quite numerous in Canada, 
and those who were foremost. in the 
institution thought—that is foremost 
in Canada-—thought it would be wiser 
and hetter if we were an insurance 
association to have the control of our 
funds or the money we paid in for 
that purpose on Canadian soil, and 
under the control of the Canadian 
Government. 

Q.—To make it entirely Canadian? 
A.- Yes, 

@.—Prior to that did the society 
in Canada contribute in any way to 
the funds of the parent body in the 
United States? A.—We did. 

Q.—Was that continued after the 
mecorporation? A.—It was not. That 
was one of the objects of the incor- 
poration, and at the time of the in- 
corporation we severed all connections 
directly or indirectly with the Ameri- 
can body. 

Q.—So that one of the motives that 
would prompt you would be to con- 
serve within your own Association all 
the funds paid in by your members? 
A.—Yes; that was the principal rea- 
son; and qnother reason Avas that any 
Canadian who had honestly paid in 
his money would not have to go out 
of Canada in order to collect his 
benefits. 


Catholic Mutual. 
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Q.—You incorporated first under 
the Ontario Act? A.—We did. 

Q.—That Act of Incorporation is 
contained in the pamphlet marked Act 
of Incorporation and Constitution and 
By-laws which will be exhibit 388, that 
is a copy of your Constitution and By- 
laws revised down to the year 1904? 
A.—Yes. 


Q.—Which would be the date of 
your last meeting? <A.—Yes. 

Q.—That Act of Incorporation was 
pasesd in what year? A.—You have 
it there. 


Q.—The Grand Council of the C.M. 
B.A. of Canada was incorporated in 
Ontario January 18th, 1890, and then 
incorporated in the Dominion of Can- 
ada in March, 1893? A.—Yes. 


Q.—Prior to your incorporation un- 
der the Ontario Act what was the 
nature of the work that the Associa- 
tion was doing in Canada? A.—It 
was doing virtually the same work 
that we are doing now with the ex- 
ception, the Supreme Council was the 
governing body in the United States, 
and they had what was known as a 
Grand Council in Canada, and the 
functions of the Grand Council in Can- 
ada were the same as they are to-day 
with this exception that our funds 
went into a common fund, and that 
common fund was situate in the 
United States. 

Q.—That is what I gather from what 
you said before, but in a general way 
what was the sort of work that was 
being carried on by the Association 
whether in Canada or the United 
States? A.—Insurance, that was the 
principal; there was of course a social 
and fraternal tie, but the business 
element was the insurance element. 

Q.—Was the insurance branch of 
the work always a part of the work 
of the Association, or was there the 
fraternal existing without the insur- 
ance for some time? A.—I do not 
think, I would not state positively, 
but since my connection with the As- 
sociation, the Fraternal Association 
at that time, the Insurance Associa- 
tion. was at that time the only fea- 
ture. Later, however, an amendment 
was made by which an associate mem- 
ber could be taken in who was not an 
insurance member, but in the early 
stages it was not so. 

Q.—In the early stages if a man 
became a member at all he became a 
member for the insurance benefit? A. 
—Yes. 
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Q.—And now he can become an as- 
sociate member of the body with the 
fraternal privileges only? A.—Yes. 

Q.—And recently besides the Insur- 
ance Branch you have established a 
Sickness Fund? A.—Sick Benefit 
Fund. 

Q.—That was in the year 1904? 
A.—Yes., 

Q.—At your last convention? A.— 
Yes. Prior to that however we had 
had in connection with different indi- 
vidual branches a Sick Fund, but it 
never took general hold of the Order 
and became part of the Constitution 
till the convention of 1904. 

Q.—Will you tell me to what ex- 
tent your Society was organized in 
the different Provinces in Canada be- 
fore incorporation—did it have a 
branch in any Province other than 
Ontario? A.—We had the member- 
ship of Canada under a General Coun- 
cil of Canada, that General Council 
held its conventions at that time every 
two years and was compoged at that 
time of membership from the Pro- 
vince of Quebec, Province of Ontario, 
the Maritme Provinces and the Pro- 
vince of Manitoba. 

Q.—That was before your incorpora- 
tion at all? A.—Yes, that was be- 
fore our incorporation at all under the 
old regime. 

Q.—Did you incorporate in any pro- 
vince other than Ontario? A.—We 
have no Act of Incorporation other 
than in the Province of Ontario and 
in the Dominion. 

Q.—Tell me this, having regard to 
the fact that you were then as it 
were operating in more than one pro- 
vince what prompted you to take out 
incorporation in the Province of On- 
tario? A.—The head office of the As- 
sociation was in Ontario, and in the 
minds of the gentlemen connected 
with the Institution at that time it 
was necessary starting out that we 
have an Act of Incorporation in the 
Province where the head office was 


situated. At that time the large bulk: 


of membership was in the province 
of Ontario, and then as we brought it 
out afterwards— — 

Q.—It was the. headquarters? A.— 
Yes. 

Q.—Was it in your mind or in the 
other persons who were then in the 
active management of the affairs of 
the Society that you should incorpor- 
ate in the Dominion, or was that an 
after-thought? A.—Well, now, I can- 
not tell you sir what was in the minds, 
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but I became connected with the As- 
sociation in 1892— 

Q.—That would be between the 
Ontario Act and the Dominion Act? 
A.—Yes, from that time I entered un- 
til it was obtained there always, 
among the predominating minds of 
the Association, seemed to be a fixed 
idea in determination of having a 
Dominion Charter. 

Q.—Tell me then at the time you 
became actively interested in the work 
of the Association what were’ the 
benefits that the members expected to. 
accrue from Dominion Legislation ? 
A.—I think that the idea was that 
the’ Dominion Legislation affected. 
every Province and there would be 
no exception taken to the jurisdic- 
tion of one Province or another, but 
that there would be a uniform law 
governing the Insurance Association 
from one end of Canada to the other. 

Q.—Had you experienced anything 
that was regarded as objectionable 
when working under the Ontario Act? 
A.—To that I cannot say. Mr. Latch- 
ford was acting as our solicitor then 
as he is now, and we were guided 
: great deal by his advice in the mat- 
er. 

Q.—I was wondering whether there 
were any provisions of the Ontario 
Act that the Association wanted to 
escape from, that is to say any pro- 
visions that were regarded as being 
burdensome or objectionable from the 
standpoint of the Association? A.— 
Not that I recollect now, I think it 
was only to give a uniform legisla- 
tion and jurisdiction to every mem- 
ber of the Association. — 

Q.—The Ontario Act provides for: 
the object of the Association being 
part fraternal and partly to establish 
and manage and carry on a Mutual 
Benefit & Reserve Fund, from which 
at death certain payments were to be 
made to members? A.—Yes. 
_Q.—And then it provides the Asso- 
ciation may make rules and _ by-laws 
for the guidance of its officers and 
members ‘and the control and manage- 
ment of its funds? A.—Yes. 

Q.—And ‘generally for regulating 
every matter and thing proper and 
necessary to be done for the good of 
the Association; I suppose that under 
that*section the Association has from 
time to time made rules and by-laws 
relating to the management of its 
fundsP A.—It has. | 

Q.—Will you tell me what different 
funds the Association now has?” A.’ 
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—It has the Reserve Fund; 5 per 
cent. of every assessment paid by 
every member is called a Reserve 
Fund, and laid aside and cannot be 
used for any purpose whatsoever until 
such times as twenty-four of the old 
assessments have been levied. 

Q.—Twenty-four of the old assess- 
ments levied in one yearP A.—Yes, 
that fund to-day amounts to the sum 
in round numbers of $208,000 and is 
deposited in five of the Banks of the 
Dominion. Then there is the Bene- 
ficiary Fund and the General Fund. 
The Beneficiary Fund is a fund form- 
ed from assessments for the purpose 
of paying the losses incurred in our 
insurance system. The General Fund 
is another fund that is got from the 
per capita tax for the purpose of pay- 
ing the running expenses of the In- 
stitution. 

Q.—That is to say you have a per 
capita tax to pay expenses? A.— 
Yes. 

Q.—You have assessments made 
with which to pay death claims? A. 
—Yes. 

Q.—And you have out ‘of those 
assessments received from time to time 
been carying to another fund 5 per 
cent. of the moneys so received for 
the purpose of building up a reserve 
fund? A.—Yes. 


Q.—And besides those there is the 
Sick Fund? A.—Yes, the Sick Fund 
has been established at the last Con- 
vention and is still in its infancy. 

Q.—Can you tell me what it 
amounts to now? A.—TI cannot give 
you the exact figure; I think the Sec- 
retary could give you full particu- 
lars as to that. 

Q.—The main fund of all these I 
suppose is the Beneficiary Fund? A. 
—Yes, 

Q.—That is the fund that calls for 
the payment of the most money from 
vour members? A.—Yes, it is that 
fund out of which the insurance is 
paid. 

Q.—What limit has existed from 
time to time in your Order as to the 
amount of money that can be called 
from any memlier during a given 
year? A.—24 assessments. | 

O.—I would like for you to speak 
with references to the history of that 
if there has been any change, tak- 
ing it up in the order of change? A. 
—And when our Act of Incorporation 


was formed we were allowed under | 


our Constitution 24 assessments. We 
were running the Association at 14 
and 15 assessments per year, which 
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would be perhaps 12 regular assess- 
ments and three assessments which 
might be called special assessments. 
Q.—Or double assessments—is there 
a distinction between what you call 
double assessments and special assess- 
ments? A.—Not with us, because we 
have no right to make any other as- 
sessment excepting the assessment 
which the law gives us, and when yeu 
make an extra assessment it is simply 
double of the other one. At that time 
people found some fault about having 
to pay what they call double-headers, 
that upon a great number of the mem- 
bers of our Association it was a hard- 
ship, and they had not made provision 
for it and they thought that if we 
could make a definite arrangement of 


knowing just how many assessments 


that we would have to pay, and that 
at each and every month the sum 
would be set aside that it would be 
much easier for the large class of 
membership of which our Association 
was formed; and after a great deal 
of talk and conversation, and Com- 
mittees having been appointed at the 
last Convention, a Committee was ap- 
pointed to take up the subject of rates, 
and in the meantime the basis of as- 
sessment was formed by which in 12 
monthly assessments were united 20 
of the assessments of the 24 which we 
have spoken of. That is to say that 
in 12 monthly assessments we are to- 
day getting the same money as we 
would before from 20 under the old. 

Q.—The assessments are larger in 
amount? A.—yYes, that is to say we 
have taken say an assessment, and 
one-twelfth, I think it would be. 

Q.—Has there ever been any con- 
troversy in the Courts or otherwise 
as to the right of your Society to in- 
crease the rates charged to members? 
A.—Well, there has been in the Am- 
erican Courts. 


Q.—I am talking about your Socie- 
ty? A.—You mean the C. M. B. A. 
in Canada? 

Q.—YesP A.—wNo sir, not’ that’ I 
can recall. Of course we have had 
suits but I do not think the question 
of the increase of rates has ever been 
brought before a Canadian Court. 

Q.—You say the question has arisen 
in the American Courts? A.—Only a 
few weeks ago a decision was given 
in the State of New York whereby a 
Judge of a Superior Court there held 
that it was impossible for the C. M. 
B. A. to raise its rates under its Con- 
stitution, that it was a contract and 
that they could not go beyond it, and 
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they ordered the refunding of the 
money that had been paid as an in- 
creased assessment. Some time ago I 
believe in Buffalo my attention was 


called to a similar decision, not going . 


quite so far, to the refunding, but 
stating they had no right to increase 
their rates, 

Q.—Was that do you know based 
on any provision of the Act of Incor- 
poration of the American Society or of 
its by-laws that distinguishes it from 
your Society, or do you regard that 
decision as establishing a principle 
that would govern you as well? A.— 
My own impression is that we have 
a perfect-right to assess our members 
up to what is called the 24 old assess- 
ments, that were given us by the Con- 
stitution, but I do not believe that 
without an amendment of our Con- 
stitution we have ‘a right to increase 
the rates any higher than called for 
by our Constitution of 24. 

Q.—Would you refer me to the pro- 
vision in that Constitution that fixes 
it at 24P A.—Mr. Behan will look 
that up. 

Q.—Mr. Latchford mentions to me 
there have been no suits against your 
Society at all, and you have been rath- 
er intimating there has been litigation 
with your Society here when there has 
been none. He says any proceedings 
would be in the nature of paying 
money into Court by your Society? 
A.—Yes. 

Q.—But there have been no suits 
by you attempting to get premiums 
from A.—No, and when I was 
speaking of these two a moment ago 
they were in the United States. We 
have had no litigation in Canada 
along those lines at all. 

Q.—While that is being looked up 
I believe your Society has ever since 
it was incorporated here charged its 
members according to age? A.—Yes. 

Q.—That is the assessment is grad- 
edz A, Yes. 

Q.—Not distinguishing every age, 
put an @ ‘group wot. agese, : A.~In 
groups of ages from 18 to 25 from 25 
to 30 and 30 to 36. 

Q.—What rates have you had in 
force for these different groups of 
agesP A—Take from the age of 18 
to 25, for a $2,000 beneficiary certifi- 
cate 

Q.—Do I understand your charges 
are not equal in proportion to the 
amount of the certificate? A.—Yes 
sir, we have for a two thousand dollar 
certificate, for a $1,500 certificate, for 
$1.000 certificate and for a $500 bene- 
ficiary certificate. 
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Q.—I notice in all cases the $2,000 
certificate is not exactly twice as much 
as $1,000 certificate? A.—No, not 
exactly, as near as you can make it 
though. 

Q.—That is having it end in a 
naught or a five in each case? A.— 
Yes. 

Q.—A table of your rates is given in 
this book of by-laws at page 8? A.— 
Yes. 

Q.—You give there the per assess- 
ment as it is headed and monthly 
rate? A.—Yes. 

Q.—What does that mean? A.— 
What I explained to you a few mom- 
ents, that we were allowed 24 assess- 
ments per year, that we made.20 as- 
sessments, and that we make them 
into 12*payments, and it makes $1.70. 

Q.—You have indicated there the 
change since 1904 meeting? A.—Yes. 

Q.—Prior to 1904 meeting you would 
not give that monthly rate? A.—No. 

Q.—You gave merely the assessment 
rate? A.—Yes, 

Q.—And the assesssment rate has 
continuously been the same since your 
Association was organized, the only 
difference being as to the number of 
assessments in any particular year? 
A.—Yes. 

Q.—At the bottom of page 11, sec- 
tion 8 (reads). Shortly that means 
this, I take it, that you had carried 
on your organization long enough to 
come to the conclusion that 20 was 
the minimum number you could get 
along with? .A.—Yes and no. We 
had come to the conclusion that it 
was upon this fact that we based our 
resolution, that the scattering of the 
assessments making a double one in 
May or a double one in June and a 
single one afterwards made it very, 
very inconvenient for the members, 
and while we knew that 12 were not 
sufficient we preferred to settle the 
matter and we called it 20 thinking 
we could get along nicely, as we have. 

Q.—Can you give me now, Mr. 
Behan, a statement of the number of 
assessments you have made in each 
year? 

MR. BEHAN: That information. 
T have left at the Hotel, but prior to 
the change it averaged about 173. 

Q.—We will take that in the mean- 
time; Mr. Behan says the number of 
assessments has averaged about 174 
Since your Incorporation in 1890. 

MR. BEHAN: Yes, perhaps more 
correct to say it has averaged about 
173 since the institution of the Asso- 
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ciation, since its organization in 
Canada. | 
Q.—What has it averaged since you 
incorporated P 
MR. BEHAN: 
little better. 


Q.—It is fair .to say that up to 
1904 meeting your assessments have 
been gradually increasing, is it? 


MR. BEHAN: We could hardly 
say that; long before our incorpora- 
tion our assessments went up in oue 
year to 19, and it varies from 15 to 
18 all the way through. There are 
some years in which the death rate 
is exceptional, especially a year like 
two years ago when grippe was very 
prevalent. 


Q.—There was a heavy death rate? 

MR. BEHAN: Yes. 

Q.—Before you made the number 
of assessments 20 divided into 12 pay- 
ments did you obtain any actuarial 
advice with regard to the proper move 
of your Association in that Branch? 
A.—Yes, we did, we first— 

Q.—Tell me what conditions existed 
that made it advisable on. your Part 
to get actuarial advice? A.—Well, 
the first place we had heard and et 
of companies running on these lines 
who were having trouble over their 
rates, and we saw Associations run- 
ning upon the fraternal system in- 
creasing their rates and we appointed 
Committee after Committee of our 
own for the purpose of enquiring into 
it among our membership and giving 
it thought and study, and arrive at 
some decision as to where we stood 
upon the rate question. We did not 
seem to agree. We had upon the one 
hand the fact that we had always 
plenty of money to meet all our lia- 
bilities in the Beneficiary Fund, we 
found that we were in swimming con- 
dition, to use the phrase— 

Q.— Swimming or floating? A.— 
Swimming, we were doing a great 
business and we thought it would be 
perhaps wise to consult an actuary 
and we did. We consulted a. man 
whom we were told had a world-wide 
reputation, at least on this side of 
the world, Mr. Landis, who prepared 
an elaborate report and came to the 
last Convention and gave it to us. 
It is printed in The Canadian. 

Printed copy of Mr. Landis’ report 
to be filed as exhibit 389. 

Q.—In the first place I suppose you 
regard Mr. Landis as being an act- 
uary who devotes his time principally 
to fraternal societies, that is the case? 
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A.—We know nothing of him except 
he came to us with that reputation. 

Q.—A man who has given a good 
deal of thought at any rate to frater- 
nal problems, and he made a thor- 
ough investigation into your affairs, 
did he not? A.—Yes sir, so his re- 
port would indicate, and I think he 
did. 

Q.—Examining closely into your 
death rate? A.—Yes. 

Q.—Do you know whether he found 
your death rate higher or lower than 
other tables for fraternal organiza- 
tions? A.—I am speaking now from 
memory, I think he found it lower. 

Q.—Is that your understanding, 
Mr. Behan? 

MR. BEHAN: Yes sir, he said it 
was favorable. 

Q.—He refers to your death rate 
of certain ages, does he not? A.— 
Yes sir. 

Q.—From 50 to 64? A.—yYes. 

Q.—And speaks of it as excessive 
there? A.—Yes. 

Q.—But in the other ages he re- 
gards it as favorable? A.—Yes. 

Q.—He says the death losses for 
ten years were $1,774,000 as against 
expected losses according to the 
Hunter table of $1,620,786, and the 
National Fraternal Congress Tables 
of $1,681,346, and the American Ex- 
perience tables of $2,167,524; so that 
the actual death losses as compared 
with the expected would be 109 per 
cent. of the Hunter table, 105 per 
cent. of the National Fraternal Con- 
gress table, and 80 per cent. of the 


_American Experience table? A.—The 


report speaks for itself. 

Q.—And he thinks the excessive 
death rate is between the ages of 50 
and 64; have you in any way restrict- 
ed the occupations of the persons who 
may become members of the society 
have you classed them as risks such 
as first-class risks, and hazardous 
risks and so on, or have you permitted 
persons following all occupations to 
join? A.—Yes sir. 

Q.—You have not classed them as 
persons in certain cases who should 
pay an extra premium? A.—No sir. 

Q.—You have a medical examina- 
tion have you? A.—Yes, always. 

Q.—You have never admitted mem- 
bers without a medical examination ? 
A.—No, we have a medical examina- 
tion first by the branch medical ex- 
aminer, and afterwards a re-examina- 
tion of that certificate by the central 
examiner at the Head office. 
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Q.—So that you have taken every 
precaution there; what do you say 
as to the practice you have adopted of 
taking persons following all occupa- 
tions, do you think that was wise? 
A.—We have not found it otherwise; 
we have done a large business in Nova 
Scotia in the mines; we have done a 
large business in British Columbia, 
not very large proportionately, with 
the men who follow the sea; we have 
done business with the railroad men 
in the Province of Ontario and Pro- 
vince of Quebec, and so far we have 
not been informed that our losses— 
it has never been called to our atten- 
tion that our losses along those lines 
have been any greater than tKose 
along general lines. 


Q.—That is one of the matters that 
Mr. Landis makes a report on? A.— 
I believe he does. 

Q.—And he recommends greater 
careP A.—Yes, 

Q.—Do you know whether anything 
was done consequent upon that re- 
commendation of his? A.—Nothing 
has been done with reference to the 
Landis report excepting the appoint- 
ing of a committee to study it and 
report at the next Convention. 

Q.—There has been no action on it 
yet? A.—Yes. 

Q.—The report of Mr. Landis was 
made at the last meeting? A.—The 
last Convention. 

Q.—So that a committee was ap- 
pointed to consider it? A.—yYes; I 
told you what had been done in the 
meantime from what was done at that 
Convention, that the system of 20 
assessments payable in 12 monthly— 

Q.—Quite so, you have made that 
change since? A.—Yes, as a conse- 
quence of this. 

Q.—This is an extract from Mr. 
Landis’ report: ‘‘It must occur to 
anyone who will study these figures,”’ 
etc. (Reads down to the words ‘‘on 
account of the older members’’)? A. 
—Yes, sir. 

Q.—That I suppose is admitted by 
allP A.—Yes and no, if that were 
the only fund from which assessments 
were paid it would be true, but there 
is likewise another very large fund in 
insurance companies which is known 
as lapses which form a very large part 
of a fund, and which make up in 
our judgment and in our experience 
for any deficiency or discrepancy be- 
tween the ages. 

- Q.—That may be so, but what mem- 
bers lapse, the ones that are the 
best from the Society standpoint, or 
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are they not the ones who are young; 
are they not the ones that lapse? A. 
—I would not be able to say. 

Q.—The Society might not object to 
some of the older members lapsing? 
A.—No,, sir. 

Q.—It might be very beneficial, but 
they do not generally lapse, do they? 
A.—I cannot tell you as to that, I 
could not give you the ages of those 
who lapse, but I do know there has 
been a very large proportion of lapses 
since we have been doing business, 
and that as a consequence quite a 
large fund has come out of those 
lapses. 

Q.—Have you a table that shows 
the amount of your lapses? A.—Yes. 

Q.—The lapses from 1894 to 1905, 
inclusive, amounted to 5,498 persons? 
Alo Vespisirs bs 

Q.—265 of those were $500 policies ; 
3,483 were $1,000 policies; 5 were 
$1,500 policies, and 1,745 were $2,000 
policies, so that the total amount 
Japsed in that time was $7.113,000 of 
insurance, and the total amount paid 
in by members from 1894 to first Janu- 
ary, 1906, was $313,076.33, and the 
average duration of membership of the 
lapse was 4.12 years? 

MR. BEHAN: Yes. 

Q.—There is no provision of course 
in your Society any more than there 
is in any other fraternal society, to 
give anything to a man who lapses? 
A.—No, sir. 

Q.—So that his payments in are all 
forfeited? A.—Yes. 

Q.—Then Mr. Landis makes a 
valuation of what your Reserve Fund 
should be? <A.—Yes. 

Q.—And he takes for his purpose 
the National Fraternal Congress 
Table? A.—I believe he does. 

Q.—And your death rate was 5 
per cent. more than that table ac- 
cording to his figures? A.—So he 
states. 

Q.—And he takes interest at 3 per 
cent.? A.—3 and 34 per cent. both, 
he makes two statements. 

Q.—Tell me what rate of interest 
your Society earns on its money? A. 
—The smallest we earn is 3 per cent. 
compounded monthly and some cases 
34 compounded half yearly, but the 
majority of our Reserve Fund draws 
3 per cent. in the various banks of 
the country compounded monthly. 

Q.—How much money has your So- 
ciety on deposit in the banks? A.— 
The Reserve Fund $208,000 up to 
the 30th dav of last month. 
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Q.—Besides that Reserve Fund are 
there any other moneys of substan- 
tial amount? A.—There is our Bene- 
ficiary Fund in which we have a sur- 
plus now of, I would not state the 
amount, the Secretary would tell you 
better than I—$50,000 or $60,000. 

Q.—So that you would have alto- 
gether how much on deposit? 


MR, FIELDING: About $260,000. 

Q.—AIll that money is deposited in 
banks in CanadaP A.—Yes, sir. 

Q.—Tell me why you keep it in 
banks? A.—Just before we get at 
this there is the reserve in the first 
place by itself, that is deposited in 
the name of the trustees in the dif- 
ferent banks like this, for example 
(producing a deposit book); we have 
this deposited in the various banks. 
Then the other is kept in the bank 
at London and at Kingston, that is 
the ordinary fund. The reason of our 
keeping it in the bank is we have 
not decided yet upon any investment 
of a character that we wanted to in- 
vest in, that is it has been suggested 
—the law curtails us to certain in- 
vestments—and we have not as yet 
decided upon what investments to 
make, and when we were getting 3} 
we found that gilt edged securities 
might bring 4 and 43, but that it 
would cost us the difference to make 
the investment, and our people were 
entirely satisfied with the investments 
as they were, and we knew exactly 
where to lay our hands upon them, 
and there could be no difficulty then 
of any wrong doing in the way of 
investments, and we were prepared to 
show our hand at any time to the 
Inspector or whoever might make the 
enquiry as to the investments or the 
securities of the Reserve Fund within 
our control, 

Q.—You thought that while there 
might be a little better rate earned 
that safety and proper conduct of the 
a‘fairs of the Society indicated leav- 
ing it in the bank rather than invest- 
ing it in securities? A.—Yes; for if 
we invested it in village securities or 
in bonds we would have to make the 
investigation ourselves, or take the 
words of those from whom we got 
them. wd 

Q.—We have had insurance com- 
panies loaning money and averaging a 
return of 5 per cent. and better for 
interest? A.—Yes. 

Q.—That would be a substantial 
benefit to your Society? A.—Yes, I 
think perhaps that was done in the 
older days. 
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Q.—No, right up to date, some com- 
panies have shown returns where they 
have not dropped below 5 per cent. ? 
A.—I know the Sun Life and other 
companies have done that, but they 
have mortgages all through the coun- 
try and you cannot get those to-day 
as I understand it. 

MR. LANGMUIR: I suppose it is 
quite true if you invested in first 
mortgages on real estate it would be 
troublesome and you would have to 
go to a great deal of expense, but 
you could put the money into very 
excellent municipal debentures to 
yield 4 per cent., and without any 
very great trouble and expense? A. 
—You can it is true, but even in 
municipal debentures I know of some 
brokers to-day in Montreal who have 
in their safes worthless debentures 
both of the Province of Ontario and 
the Province of Quebec that by some 
flaw or some wrong opinion or some- 
thing of that kind the parties who 
hold them to-day are suffering, and 
we did not believe, and I as Presi- 
dent did not believe, that for the 
différence of say one-quarter per cent. 
we could afford to run this risk with- 
out a direct authorization in con- 
vention from the parties interested, 
that is the policyholders, and that is 
the reason that it has been kept 
where it has. 

MR. LANGMUIR: Take it for 
granted you get an average of 31 on 
deposits, and if you got 4 per cent. 
you would be making three-quarter 
per cent. You must bear in mind 
that the parties selling those muni- 
cipal debentures most frequently pay 
the expense of the examination of 
title?. A.—Yes. 

MR. TILLEY: Mr. Landis has tak- 
en into account 18 assessments? A. 
—Yes. 

Q.—And that has been the average 

in recent years? A.—Somewhere 
about. that. 
_Q.—He figures that the fund on this 
basis that would be required for a 
Reserve Fund would be $6,217,248? 
A.—Yes, I believe he did. 

Q.—And your actual reserve at the 
time was how much? A.—It would 
be at that time somewhere in the 
vicinity of. $180,000 I think. 

Q.—$157,563 at the end of Decem- 
ber, 1903? A.—Yes. 

Q.—That would cause you to think? 
A.—It. would cause us to think, but 
the theory is upon the one side and 
the facts are upon the other. We 
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are doing our business, we have our 
surplus, we are paying all our claims, 
we have $60,000 in our treasury. in 
the Beneficiary Fund, there will be 
no probability we think of touching 
the Reserve Fund, and we have that 
upon the one hand against the theory 
of Mr. Landis upon the other. 


Q.—You say you have the facts, I 
suppose that has been brought. about 
by the number of new members you 
have been getting all the time? A. 
—The new blood against the old. 


Q.—Can you tell me how your aver- 
age age at the present time compares 
with previous yearsP A.—It is less. 


MR. BEHAN: The present average 
age, as nearly as I can give it, is 
about 37 or a shade lower; it was 
about 40 at the time Mr. Landis 
made his investigation. 


Q.—What was it before that, had 
it been increasing or decreasing? 

MR. BEHAN: A.—It was increas- 
ing for a time, it held normal for 
some years. 

Q.—At about what? 

MR. BEHAN: About 38 to 40, 

Q.—So that bringing in the new 
members and decreasing the average 
age of course is very helpful to your 
Society ? 

WITNESS: It is. 

Q.—It enables you to carry the af- 
fairs on keeping in that actual state 
of good health that you speak of bet- 
ter than if those new members did 
not come in? A.—Yes, sir. 

().—But nevertheless the liability on 
those policies is there unless we are 
to disbelieve these actuaries entirely, 
is it not? A.—The liability on every 
man. who enters the Association is 
there, at sometime we expect to pay. 

Q.—And it should be provided for? 
A.—Yes. 

Q.—Is that the case— A.—It. is 
provided for as I understand it, sir, 
by the Constitution, it is provided for 
by each and every assessment, and as 
a man dies an assessment is taken 
to pay that man’s death claim, and 
the Reserve Fund is only in case— 
what J do not think will happen in 
your lifetime or mine—that anything 
should occur by which more than 24 
assessments will be required, and then 
we will draw upon the Reserve Fund. 

Q.—Then should you and I pay in 
less because the calamity will not hap- 
pen in your lifetime. or mine? A.— 
We should not pay in less nor should 


we pay in more if we made a con- 


tract to pay such an amount. 
7a 
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Q.—Should a Society be making 
contracts with its members to pay 
less than what is proper having re- 
gard to the real liability of the com- 
pany on the insurance policies? A.— 
No, it is according to how they should 
pay it; if it were on the cash principle 
IT think it would be perfectly right, 
but where you only pay in case of 
loss and when you are assessed for 
your loss it seems to me it is a dif- 
ferent state of affairs. 

Q.—According to Mr. Landis there 
is a discrepancy of from $157,000 to 
six million dollars in the amount of 
funds that you have, or had, on the 
3lst December, 1903, to answer the 
liability of the Association on its poli- 
cies. That is a very wide breach 
there? A.—That is Mr. Landis’ 
method of figuring. 

Q.—Have you had any report that 
gives you any more favourable result 
than that? A.—We have never sought 
anv from any other professional. 

Q.—Why not? Because you thought 
you would not get— A.—No, but 
we had upon the one Irand the facts 
as we looked upon them. 

Q.—Have you an actuary in your 
Society? A.—We have not; that is 
to say an actuary in our Society—you 
mean in connection with the Associa- 
tion, dving business for the Asso- 
ciation P 

Q.—Yes? A.—No, sir. 

Q.—You say you have not consulted 
a professional? Have yot consulted 
a non-professional? A.—-No. What I 
mean to say is that the trustees and 
best minds that we could get in the 
association have discussed this mat- 
ter pro and con, the leading men of 
the Association, irrespective whether 
they were officers or not have had 
their opinions and they are divided 
on the question. 

Q.—Has there been any agitation to 
increase the rates and to re-arrange 
matters, so that in some way the old 
members would put up the amount of 
money that Mr. Landis thinks is ne- 
cessary in order to make the affairs 
solvent? A.—There has been an 
occasional member who has asked for 
this, and there have been letters to 
that. effect coming from _ different 
parts of the country, but the mass: 
of the membership of the C.M.B.A. 
are decidedly opposed to it. 

_ Q.—I supposed that that would be 
the case, because the mass of the 
membership would constitute the per 
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sons who are now membersP A.— 
Yes. 

Q.—The persons who have not yet 
come in cannot express their views 
on itP A.—No. 

Q.—Is it right, in your opinion, 
that the members that come in from 
this date, should be paying extra in 
order to clear the liability on the old 
members? A.—No, not unless they 
make a contract. If they make a 
contract, if you make a contract, if 
I bought coal yesterday for $5 a ton, 
and you are obliged to pay $6 to-day, 
and you are willing to do it, that is 
your business, and it seems to me that 
it is according to the contract that 
you make. 

Q.—You would hardly put the re- 
lationship that should exist between 
members of a fraternal organization 
on the same basis that you would a 
contract between you and me? A.— 
No, but I would put it along this 
way, that we have a right, that they 
come in upon those rates, and that 
if these rates are not right it seemed 
to me that they should be made right. 


Q.—If the rates are not right how 
should they be made right? Should 
they be increased for the new mem- 
bers, and left the same for the old? 
A.—Well, my idea is that if the rates 
are not right—and I have yet to learn 


that they are not—that the Govern- 


ment should appoint a body of act- 
uaries to inquire into the insurance 
companies, and inquire what is the 
minimum rate of assessment for this 
company, and make a law. 

Q.—And fix a standard 
a standard. 

Q.—Can we take it in that way 
that you would approve of legislation 
that establishes the minimum charge 
that can be made to members for assur- 
ance? A.—I would approve of any 
legislation that would make it a safe 
investment for them, for the men who 
are in societies, such as I have the 
honor to be at the head of. 

Q.—Now let me put the question to 
you little further than that. Sup- 
posing a rate is established as a mini- 
mum and a society has been charging 
less than that amount, and has not 
a sufficient amount of money on hand 
to. answer the liability on their poli- 
cies according to the standard adopt- 
ed by any Government measure, how 
would you treat the old_ policyhold- 
ers? Would you enable the society 
to compel the old members to make 
good either by way of a lien on their 
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policy or by extra premiums, or in 
whatever way is decided upon—would 
you compel them to make good, or 
would you let their insurance be car- 
ried on separately? A.—I do not 
quite seize your question. I under- 
stand it that a hundred members come 
in to-morrow; they come in at given 
rates. They die within the next ten 
or twenty years. There is no reason 
why, if there is any association at 
all, that these men won’t be paid. I 
cannot see where your question comes 
in, 


Q.—Let me put it this way; if you 
establish new rates that would only 
be for new members, according to your 
ideas? A.—Yes sir, 


Q.—And those new members, either 
must be charged what is fair to them- 
selves, or they must be charged some- 
thing more in order to pay for the old 
members who have not been paying 
enough. You must adopt one of two 
courses with them? A.—Yes. 


Q.—If you charge them the higher 
rate of insurance you should make 
that a fund for them as distinct from 
the fund for the older members, should 
you not? A.—Yes. 

Q.—Because they are paying in 
higher rates. The moment you do 
that you make a new fund. You 
create a fund for the old members, do 
you. not? A.—Yes. 


Q.—If you separate the old members 
off from the new members in that way 
and make their payments on the old 
basis continue, they are not going to 
be all paid, are they. Eventually 
they will not be paid. They have no 
new blood coming in? A.—WNo. 

Q.—The average age is increasing? 
A.—Yes. 

Q.—The monies are being paid out 
on the claims as they mature in full. 
That means that the persons who die 
last will not get anything out of that 
fund? - A.—Yes: 

Q.—You must, in some way make 
some provision whereby a fund will 


_be created for the older members? 


A.—Yes. Those who believe that our 
rates are not high enough are saddled 
with that .obligation. I believe . our 
rates are high enough, and those who 
think otherwise should. make these 
provisions. . 

Q.—Of course. fyou would not. be 
classed among the young blood, would 
you P A:—No,. I have been, I am 
sorry to say, but it has gone by. 
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Q.—You are still pretty vigorous 
but not in the right age? A.—No, 
sir. 

Q.—Then Mr. Landis makes other 
comparisons which it is not necessary 
to bring out in detail. The whole 
report will be put in. He makes a 
valuation, I think, up to 86 of your 
assessment, does he not? A.—Yes. 

Q.—And he says it would require 
$192,000 reserve, or $34,000 more than 
your present reserve, even if you 
charged 386 assessments? A.—Yes. 

Q.—Did you approve of fixing the 
number of assessments at 20? A.— 
Yes. J approved of the plan of fix- 
ing regular assessments, whether they 
were 20 or 12. I was against the sys- 
tem of double headers, which was a 
great inconvenience for our members. 

Q.—And then he explains options 
that should be offered to members, 
does he not? A.—Yes sir. 

Q.—And I do not know that it is 
necessary to go into that, because the 
report will speak for itself. You say 
a Committee was appointed to deal 
with that report? A.—Yes. 

Q.—Or was it the Executive Board 
that was instructed? A.—Na, ia 
committee was appointed. You have 
the report of the last convention that 
deals with it. 

Q.—I thought it was the Executive 
Committee that was instructed to deal 
with it. A.—A committee was ap- 
pointed at that time during the con- 
vention, and they brought back a 
report and then the executive was 
appointed 

Q.—There have been various dis- 
cussions and postponements? A.— 
nn Yes: 

Q.—But nothing has yet been done 
except to fix the rate at 20 assess- 
ments? A.—Yes. 

Q.—Just one other matter while on 
that. You group the ages and by 
way of comparison I have taken 20 
assessments divided into 12 payments 
on the basis of your rates, and com- 
pared them with the Hunter rates, 
and the National Fraternal Congress 
rates, and at age 18 your rate is $10 
and the Hunter rate is $9.86? A.— 
For what policy? 

Q.—For a policy of $1,000. So that 
your rate at age 18 is a little higher 
than the Hunter rate, but the dif- 
ference is that yours continues at 
the same amount until you reach 25 
years of age, when the Hunter rate 
has risen to $12.42, yours still being 
$10, the Nationa] Fraternal Congress 
$11.92. Then yours is increased a 
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dollar at age 26 and keeps the same 
until 30. The Hunter rates commence 
at 26 at $12.76 and continue up to 
$14.31; the National Fraternal Con- 
gress rates commencing at $12.28 and 
running up to $12.43. Then yours 
continues at $12 from 31 to 35, but 
at 35 years of age the Hunter rates 
have risen to $16.42 and the National 
Fraternal Congress $16.62. Then 
yours continues at $13 to the age of 
40; the Hunter rates then are 
$20.18, National Fraternal Congress 
$20.11. Then yours is $15 up to age 
45, and the Hunter rates $24.66; the 
National Fraternal Congress $24.72. 
Then yours remains at $17 up to the 
highest age, 49; the Hunter rates be- 
ing $29.36, or $12.36 more than yours, 
and the National Fraternal Congress 
rates $29.57. So that there is a very 
great disparity between your 20 as- 
sessments even as you are now levying 
them and the Hunter rates? A.—At 
certain ages, yes. 

Q.—And the Hunter rates are es- 
tablished as the minimum under the 
Ontario Act? <A.—Yes. 

Q.—Then, if you are operating un- 
der the Ontario Act now would you 
be able to change your rates or would 
you have to charge higher rates? A. 
—I do not think so; I think we 
could charge our rates as they are 
now. I do not give this as a legal 
opinion. I only give it as an— 

Q.—As a non-professional legal 
opinion? A.—Perhaps so. 

Q.—Then is the Beneficiary Fund 
kept entirely separate from your ex- 
pense account? A.—Yes, sir. 

Q.—Or General Fund? A.—Yes, sir. 

Q.—Is it ever entrenched upon at 
all? A.—No, sir. What do you mean 
by entrenched upon. 

Q.—Well, was there ever any loan 
obtained upon it for any other funds 
of the Society? A.—No, sir, there 
was not, excepting this, that I might 
state that at the last Convention the 
funds we had on hand were not suf- 
ficient to pay the expenditure of the 
Convention. 

Q.—That is the general expenses? 
A.—Yes. 

Q.—Amounting to about how much 
money? A.—About $10,000. 

Q.—Was that the whole cost of the 
Convention? A.—No, sir; the whole 
cost of the Convention was some- 
where about $11,000. 

Q.—It was found very expensive 
to get all the delegates together? A. 
68. 
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Q.—About how many delegates 
would you have to your Congress? 
A.—We would have somewhere be- 
tween 300 and 400. 

Q.—Coming from the Atlantic to 
the Pacific? A.—Yes. 

Q.—All their expenses being paid 
by Congress? A.—AIl their expenses 
being paid by the Convention and 
$2.50 a day besides. 

Q.—To cover incidentals? A.—Yes. 

Q.—You were going on to say some- 
thing about that? A.—Yes, we bor- 
rowed at that time from the bank 
the money to make up the deficiency. 
Somewhere in the vicinity of $10,000. 
When it became due I think we re- 
newed it at once, and then we de- 
cided that it would be as well to take 
this money from the Beneficiary Fund, 
having a heavy surplus, not getting 
anything upon it, and use that until 
such time as we paid it back. In- 
stead of paying 6 per cent. to the 
bank, to pay 3 or 33 to our Bene- 
ficiary Fund. That is the only en- 
trenchment I know of, if you call that 
an entrenchment. 

Q.—That means that your levy for 
expenses has not been high enough? 
A.—It means that a per capita tax 
of from 50 cents to $1.00 more is 
needed per member per year to cover 
the expenses of a Convention once in 
three years. 

Q.—You go to that Convention with 
practically only $1,000 or so to pay 
the expenses of it? A.—Yes. 

Q.—How was it that that was not 
foreseen and provided for? A.—It 
was foreseen. 

- Q.—How was it not provided for? 
A.—How can you provide for it be- 
fore? 

Q.—By a levy? A.—wWell, there is 
a question as to whether you could 
make a levy or not. It was thought 
that a levy might be made, would 
be made, for that purpose, but it 
was not deemed advisable to make it 
at that time. 

Q.—Could it be made under your 
constitution? A.—yYes. ’ 

Q.—There is no limit on the amount 
vou can call on your members to pay 
for the expenses? A.—No, but I think 
that we can increase the per capita 
tax. The per capita tax is a tax 
just for those expenses, and has noth- 
ing to do with the insurance rates, 
as you understand. 

Q.—The last Convention before the 
one in 1904, when you made that bor- 
rowing was in the year 1901? A.— 
1901, yes, sir. 
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y-—Was there any shortage ther 
or was the expense account ample to 
pay the expenses? A.—There was a 
shortage then. 

Q.—What was done that year? A. 
—We borrowed from the banks and 
we paid it afterwards to the banks. 

Q.—Direct? A.—Direct. ~ 

Q.—There was no mixing of funds? 
A.—No. 

Q.—You kept the liability distinct? 
A.—Yes. 

Q.—Of course it was the same or- 
ganization that was liable to the 
bankP A.—Yes. 

Q.—So far as the banks were con- 
cerned, could it proceed against your 
Beneficiary Fund to collect? A.—No, 
sir. 

Q.—Why not? A;—Well, against 
our Beneficiary Fund—it would pro- 
ceed against the corporation—the or- 
ganization as a whole. 

Q.—And then it could levy or seize, 
if it was not paid? | A.—Yes. 

Q.—Is there anything in your leg- 
islation from beginning to end that 
protects all beneficiary funds for the 
members to obtain payment of their 
death claims out of it? A.—WNo, sir; 
that is the very object of it, you know, 
and it is not used for anything else. 
It is not supposed to be except the 
5 per cent. that is taken off for the 
Reserve Fund; but if this is what you 
want to get at, there is nothing in 
our Charter that prevents’ ts from 
using the Beneficiary Fund, pro tem, 
for running expenses for the General 
Fund. 

Q.—You say there is nothing in 
your Charter to prevent you borrow- 
ing from one fund or the other? A. 
—Yes, of those two funds—not from 
the Reserve Fund. 

Q.—So far as the Beneficiary Fund 
is concerned and the General Fund, 
you can mix those funds up as much 
as you please? A.—There is nothing 
against it. We have made a practice 
and we do it. They are distinct and 
separate funds. 

Q.—What was the shortage of the 
1901 meeting? A.—It was somewher 
in the vicinity of $7,000. 

Q.—Then what was the shortage of 
the 1898 meeting? 

MR. BEHAN: I may explain, if 
you will permit me: at the meeting 
in St. John in 1894, there was a 
shortage of $7,000. but the practice 
of the late Grand Secretary was that 
many accounts were allowed to stand 
over, and sometimes there was an ac- 
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cumulation of funds, which rendered 
the amount to be borrowed at the 
close of the Convention less than was 
actually the case at the last Conven- 
tion. At the time we met at the last 
Convention every account that the 
Association had contracted that we 
knew of, up to the time that the 
Association met, had been paid, so 
that we met the Association without 
a dollar of indebtedness— 

MR. TILLEY: Without much in 
the shape of an asset. 

MR. BEHAN: Well, we had not. 
I think we met the Convention in 
that condition, and hence the neces- 
sity for borrowing the large amount 
at that time. ; 

MR. TILLEY; Has that been paid 
back P 

MR. BEHAN: No, sir; it has not 
been paid back. 

,.Q—MR. TILLEY: Has any part 
of it been paid back? 

MR. BEHAN: No, there has not 
been any part of it. 

WITNESS: There has been some- 
thing paid to the bank. 

MR. BEHAN: Oh yes, the money 
was borrowed from the bank on a 
note, and was repaid to the bank 
with interest at the expiration_of six 
months, and as the Grand President 
explained, it was deemed wiser that 
we should, in the interests of the As- 
sociation, having money lying in the 
bank which was not earning very 
much for us, and it would be in the 
interest of the Society that we should 
do it in that way. At the time the 
last Convention met, it was thought 
we would be enabled to pay this 
money back out of the surplus of the 
General Fund before the next Con- 
vention. At that time we had no 
paid organizers; after the Convention 
was closed and the Executive met, to 
map out the work for the coming year, 
the question of engaging organizers 
was considered, and in view of the 
fact that there was keen competition 
to obtain members, and the absolute 
necessity in all insurance organiza- 
tions to take in new blood, it was 
deemed advisable that we should en- 
gage organizers. Now the expense in- 
curred in payment of these organizers 
has rendered it impossible for us to 
put aside any amount of money ont 
of the General Fund to repay this 
loan. 


MR. TILLEY: Then we will leave 
that for the present. Your Reserve 
Fund is in a somewhat different posi- 
tion from the Beneficiary Fund, Mr. 
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Hackett, is it not? A.—Oh yes, sir; 
that is intact iand inviolate. We 
cannot touch it. 

Q.—You have never in any way 
borrowed from that fund? A.—No, 
sir. 

Q.—It has been added to at the 
rate of 5 per cent. each, has it, each 
year? A.—On every assessment. 

().—Five per cent. of the assess- 
ment is carried to that fund? A.— 
It is; yes, sir. 

Q.—Section 25 of your Reserve 
Fund law, which is given at 18 of 
the Constitution and By-laws, pro- 
vides that the Reserve Fund shall 
remain intact and undiminished, ex- 
cept as to amount allowed to be with- 
drawn under Section 21, and shall be 
increased from time to time, except 
that whenever in any one year the 
members shall have paid 24 assess- 
ments no further assessment shall be 
levied in that year? A.—Yes. 

Q.—But the trustees of the Reserve 
Fund shall appropriate as much of 
the said fund as shall be necessary 
to pay the amount due to beneficiaries 
in excess of the amount received from 
such assessments? A.—What we stat- 
ed a moment ago. 

Q.—Yes, I was wanting to refer to 
the provision that carried out what 
you said was the rule? A.—Yes. 

Q.—That fund is in the hands of 
several trustees as distinct from the 
other funds? A.—No, sir. 


Q.—It speaks of trustees Reserve 
Fund? <A.—Well, there are only the 
trustees—there is only one set of 
trustees in connection with the Asso- 
ciation, but in the ordinary finances 
the same rule is not necessary to go 
through. The President, Secretary 
and Treasurer are sufficient for the 
other monies to come and go. The 
trustees have absolute control of the 
trustees fund, and no money can be 
taken out of the bank unless signed 
for by all the trustees and by the 
oficers of the company as well. 

Q.—Then is that distinction be- 
tween the method of handling money 
what you referred to as the impossi- 
bility of using the Reserve “und for 
the ordirfary affairs of the Society? 
A.—What I mean is this; that every 
trustee has the interest of the Asso- 
ciation at heart; every trustee, when 
a dollar of this Reserve Fund would 
be required, has placed before him 
the reason, if any, for drawing it, 
and you cannot get the signature of 
these men and the officers of the Asso- 
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ciation for withdrawing these monies, 
only in the case that we have men- 
tioned. 

Q.—I quite appreciate that, be- 
cause that is according to your. by- 
law? A.—Yes. 

Q.—But you can change your by- 
law to-morrow? A.—I think our Act 
of Incorporation states that, 

Q.—I do not see anything in the 
Act of Incorporation. The Dominion 
Act says— A.—Well, we _ could 
change our by-law, not to-morrow, but 
we could change it at our next con- 
vention. 

Q.—You could change it of your 
own free will? A.—Yes, 

Q.—And the protection that exists 
is the protection that is thrown 
around it by your own internal rules 
and regulations? A.—Yes. 

Q.—Rather than by your Act of 
Incorporation? A.—yYes, that is if 
the statement is correct. | 

MR. TILLEY: That is so, Mr. Be- 
han, is it not? 

MR. BEHAN: Yes. 

MR. TILLEY: How long have you 
been President, Mr. Hackett? A.— 
Ten years. } : 

- Q.—Then you were President prior 
to Mr. Behan being the Secretary? 
A.—I was, yes. Mr. Behan became 
the Secretary just prior to the last 
convention. 

Q.—That is prior to the 1904 con- 
vention? A.—Yes. f 

Q.—Has this system of keeping your 
monies on deposit in the bank been 
jn vogue ever since you incorporated 
here? A.—Oh, yes. |. 

Q.—Never had any investments at 
all? A.—No. 

Q.—Not a little fly at stocks at any 
time at all? A.—No, sir; perfectly 
intact. not a fly at anything. 

Q.—No loans? A.—No. 

Q.—No accommodation of any kind 
at all? A.—No, it has remained in 
the bank and there only, and none 
has been drawn out for any purpose 
whatever... 

Q.—That seems a quiet place to 
have it resting all the time? A.— 
A quiet set of trustees. 

Q.—You have your books regularly 
audited? A.—yYes sir; we have two 
auditors appointed by the convention, 
one a member of the Association, and 
one who is not. The auditors of the 
Association are named by the Asso- 
ciation. Mr. Edwards. an accountant 
well known in this city, I believe, 
and Mr. Kernahan, who was formerly 
IT understand, an accountant here, 


Catholic Mutual. | 
(M. F. Hackett, Ex’d.) 


and is now at the O’Keefe Brewery— 
they are the auditors of the Associa- 
tion, 

Q.—That is a change of method on 
your part? A.—Yes. 

Q.—You formerly had the inspec- 
tion made by trustees? A.—We had 
a finance committee in connection with 
our organization which was elected 
at each convention, 

Q.—You found that that did not 
work very satisfactorily? A.—Well, 
we found there was more satisfaction 
in having men who were accustomed, 


‘who made a business of this on the 


one hand, and then we thought on 
the other hand that it was in the 
interests of the association, that we 
should have some one not connected 
with the Association as well as some- 
one connected with it. 


Q.—And has the result justified your 
expectations in that regard? A.—I 
think it has, sir. Although nothing 
has been found to be incorrect, sug- 
gestions have been made by both 
gentlemen that I think are valuable 
to the Association as an Association. 

Q.—You get valuable hints from 
them, from time to time, as to methods 
of keeping books and so onP A.— 
Yes. 

Q.—Which you would never get 
under the old system? A.—That is 
our idea and I think it is correct. 

Q.—What is the expense to the As- 
sociation of the audit by these pro- 
fessional auditors, each year? A.— 
Well, about $300, from $300 to $400, 
for each audit, 

Q.—And that is something entirely 
additional. You did not pay your 
old trustees for that? A.—No sir. 
At that time, as you perhaps are 
aware, our central head office was at 
Kingston. We had a finance com- 
mittee, or a committee who went there 
each year, and we paid them as we 
paid the other officers of the Asso- 
ciation and a per diem as a recom- 
pense. | 

Q.—You have mentioned Kingston, 
but at that time your head office was 
in London? A.—I meant to say in 
London. 

Q.—And then you changed it to 
Kingston? A,—Yes. 

Q.—And what allowance did you say 
was madeP A.—They were ‘allowed 
their travelling expenses, and their 
out-goes, and the ordinary fee given 
to an official of the Association. 

Q.—Does that apply to all the trus- 
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tees? A.—-It applies to all the trus- 
tees. 

Q.—Have you given to me all] the 
papers relating to matters which caus- 
ed you to make any change in that 
system, and in appointing permanent 
auditors, and so on? A.—Yes sir. 

Q.—You have handed me all those 
papers? A.—Excepting a desire on 
the part of the Association as a whole, 
perhaps, to have men who made a 
business of accounting and adjusting 
a practical accountant rather than 
members of our Association who were 
following other lines of business. 

Q.—You have handed me all the 
documents relating to any matters 
which came up for consideration 
which caused you to make a change in 
your method—you have gievn them to 
me? A.—Yes. 

MR. TILLEY: Subject to any 
questions I may want to ask Mr. 
Hackett later, and also as to any other 
matters—because we are always at 
liberty to recall witnesses—there is 
nothing more that I wish to ask Mr. 
Hackett now. 7 

MR. GEARY: I have nothing to 
ask Mr. Hackett. 


JOHN J. BEHAN, Sworn: Exam- 
ined by MR. TILLEY: 


Q.—How long have you been Sec- 
retary of the C.M.B.A.? A.—Since 
July, 1903. 

Q.—And before that you were one 
of the trustees of the Society? A.— 
Yes. 

Q.—And at the time you became 
secretary the head office of the society 
was transferred down to Kingston? 
A.—Yes. 

Q.—What, in a general way, are 
your duties as secretary? Do you 
devote your whole time to the work? 
A.—Yes, absolutely . 

Q.—You are paid a salary? A.— 
Yes. 

Q.—Out of what fund? A.—Out of 
the general fund. 

Q.—Out of the largest fund? A.— 
Not out of the largest—out of one 
that is overdrawn. 

Q.—I suppose that is the trouble 
with it? A.—I do not know that that 
is. I would not like to admit that. 

Q.—What salary are you paid? A. 
$2,000 a year. 

Q.—And that covers all your re- 
muneration from this society? A.— 
Yes. 

Q.—And covers the whole of. your 
time? A.—yYes. 
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Q.—What work falls under your 
jurisdiction? A.—I have not. super- 
vised the whole work of the Associa- 
tion. I receive the correspondence, re- 
ceive and answer all correspondence 
from all the branches of the Associa- 
tion, supervise the checking, the re- 
ceiving and checking of all reports 
from branches, look after the work 
and direct the work of the organiza- 
tion, and endeavor to put new life 
into branches, and occasionally visit 
them to straighten out matters. 

Q.—You attend to all the work, in- 
cluding the fraternal side of the As- 
sociation’s work? A.—Yes. 

Q.—And the insurance? A.—Yes. 

Q.—And you are now attending to 
the sick benefit? A.—I am now at- 
tending to the sick benefit. 

Q.—Whose idea was it to establish 
the sickness insurance? A.—The 
sick benefit fund? | 

Q.—Yes? A.—Well, there was a 
very general demand from the mem- 
bership in various parts of the country 
for a sick benefit fund. It was con- 
tended by many members that nearly 
every other fraternal organization had 
a sick benefit fund, and that such a 
fund could be better handled by the 
executive of the Association than it 
could be done by the individual 
branches, as many of them were’ try- 
ing ‘to do, 

Q.—Now the risk, large or small, 
whatever it may be, that is involved 
in that branch of the work, puts at 
risk all the funds of your society under 
your Act of Incorporation, does it 
not? A.—wNo. 

Q.—Why not? A.—Because we 
have a special Act under which the 
sick benefit fund was established. 

Q.—A special Act of what year? 
A.—1904. 

Q.—For the purpose of carrying on 
the sick benefit work only? A.—Yes, 
the original Act of Incorporation pro- 
hibited us from engaging in anything 
of that kind. 

Q.—So that you applied for special 
legislation when you decided to take 
up that workP A.—Yes. 

Q.—And are the funds that are de- 
rived from that branch of the work 
kept entirely distinct from the other? 
A.—Absolutely separate. 

Q.—Is the table of rates made up 
by youP A.—No, the table of rates 
was approved by the Department at 
Ottawa. 

Q.—As being conservative rates? 
A.—Yes based on the experience of 
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the last 150 years of other organiza- 
tions. 

Q.—Coming back to the insurance 
part of your work you have reached 
the time, I suppose it is not unfair 
to say, when you must seriously con- 
sider your position with regard to 
reserve funds and liabilities, and so 
on? A.—Yes. 

Q.—And you have been considering 
it for some time past? A.—Yes, the 
matter has received more or less con- 
sideration. 

Q.—Do you agree—I am speaking 
personally now, not as an Association 
—do you agree entirely with the 
President’s point of view as to your 
position under present rates and so 
on? A.—Our present rates have been 
ample to cover our insurance in the 
past. 

Q.—What do you mean by that? 
Do you mean that you have always 
had enough money in hand to pay 
a claim when it came due? A.— 
Not always, because the system in 
vogue prior to the convention of 1904 
was a little different from that in 
vogue at the present time. 


Q.—What was the difference? A.— 
The difference was this: the assess- 
ment levied to pay the death claims 
was not levied until after the close 
of the month in which the death 
claim occurred. For instance, if a 
death occurred in a certain month, 
the payment of the claim was only 
made in the following month, and of 
necessity we did not have the money 
on hand to pay the claims until the 
branches paid in that money. 

Q.—Then when the death claim ac- 
erued in certain months, you would 
make an assessment, sometimes a 
double assessment? A.—Yes, the as- 
sessment was based on the necessities 
created by the deaths that occurred 
during the previous month. 

Q.—And you would not know of the 
necessity until the death occurred ? 
A.—No. 

Q.—And you were building up the 
Reserve Fund taking 5 per cent., as 
has been stated? A.—Yes. 

Q.—There is no limit to that Re- 
serve Fund by Act of Parliament? 
At-—No. 

Q.—And your rules and by-laws 
could be changed at any time? A.— 
They have been changed. 

Q.—What does that leave you to say 
as to your view of the position of the 
Society prior to 1904P A.—As I 
stated before, our experience has been 
that the system of doing business was 
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ample to protect the Association un- 
der existing conditions. 

Q.—That is to say you always got 
enough money to pay the death 
claimP A.—Yes, without reaching 
the limit provided for in the consti- 
tution. 

Q.—Without reaching the 24 assess- 
ments? A.—Yes. 

Q.—That hardly answers my ques- 
tion. You know that? A.—What is 
it you desire? 

Q.—I desire your frank opinion on 
the condition of the Society prior to 
1904 and the necessity for changing 
rates and what was the position of 
old members, and so on? A.—The 
condition of the Society was, in my 
opinion, safe. 

Q.—Was,. you say? A.—Yes, and 
is, I think, at. the present time. I 
do think that the readjustment of 
rates regarding age is necessary. 

Q.—What do you mean by that? 
A.—I mean to say that the present 
system of grading is not the fairest 
or best that could be adopted. 

Q.—That is in groups of agesP A. 
—It should be from year to year. 

Q.—That is nothing so very seri- 
ous, possibly. Would you say then 
that you have enough for age 18? 
Would you take the rate for 18 and 
then increase them from that up to 
25, or would you make for the age 
24 the charge you have for 18 and 
decrease it down to 18, or take the 
middle age, or what would you do? 
A.—I would make it year by year. 

Q.—Would you make the figures for 
18 what you now have for 18? A.— 
No, I think the figure for 18 years 
is excessive, : 

Q.—You would make it less? A.— 
Yes. 

Q.—At what age would you place 
the present assessment as between 18 
and 25? A.—The present rate at 18. 

Q.—The present assessment at 18? 
A.—I do not quite understand the 
question. 

Q.—Take a $1,000 policy, your as- 
sessment at present is 50 cents at 
age 18P A.—Yes. 

Q.—And also 50 cents at age 24? 
A.—Yes. 

Q.—You say it should be graded 
between 18 and 24? A.—Yes. 

Q.—So that at 18 it would be less 
than the 50 cents? A.—Yes. 

Q.—And at 24 what? A.—More. 

Q.—The 50 cents would fall in the 
interval, some place? A.—Yes. 
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Q.—What else would you do besides 
grading them according to age? 
Would you raise them? A.—In the 
higher ages I think they ought to 
be raised. 

Q.—From what age? A.—From 40 
years of age and up. 

Q.—To what? A.—From 40 to 49, 
which is the limit. 

Q.—You think those ages should be 
paid for by additional assessments or 
higher assessments? A.—I do, sir. 

Q.—Anything else that you _ pro- 
pose? A.—Well, I would be in favour 
of reducing the age of entrance to 
45 years. 

Q.—Why? A.—I think it would be 
in the interests of the Association, for 
its perpetuation. 

Q.—To prevent the getting in of 
older lives? A.—Yes. 

Q.—You would want to keep the 
average ages down? A.—Yes. — 

Q.—You would accomplish that 
purely by limiting the age at which 
people come in? A.—Yes. 

Q.—In assessment societies a per- 
son at 55 would be more apt to enter 
than one at 25? A.—Yes. 

Q.—Why? A.—Because the rates 
are lower than the straight line com- 
panies. 

Q.—And they can be fairly confi- 
dent that it will last long enough for 
their claim to fall in and be paid? 
A.—Yes, our experience has proved 
it so. 

Q.—The younger man gets the 
cheaper rate, too? A.—Yes. 

Q.—But there is the hesitation in 
his case that does not exist in the 
older man? A.—I do not think there 
is the hesitation in the younger man, 
because the younger man cannot ob- 
tain the insurance at the same rate 
in a straight line compsny that he 
ean in a fraternal organization... 

Q.—Are the young men as willing 
to join the Association as the older 
men? A.—My experience since I be- 
came Grand Secretary is that at least 
75 per cent. of the initiations are 
under 35 years of age, and that has 
been one of the reasons why the aver- 
age age of the memhership is decreas- 
ing. 

Q.—Is there anything else Mr. Be- 
han, that you would do? <A.—No, 
I do not think there is. I do not 
think I have anything to suggest. 

Q.—How would you make up this 
deficiency that Mr. Landis reports, 
of over $6,000,000? A.—Well, I am 
not prepared to say that I admit the 
deficiency. 
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Q.—Do you dispute with Mr. Landis 
as to the amount, or do you say there 
is no deficiency at allP A.—I am 
not prepared to say that. 

Q.—What are you prepared to say? 
A.—I am prepared to say that most 
of the shortage where it is alleged 
that we are not collecting sufficient 
rates from our members is made up 
as stated by the Grand President from 
lapses. 

Q.—What do you say about Mr. 
Landis’ report as to that $6,000,000? 
Do you say that $6,000,000 will be 
made up by lapses, and that there is 
no need to have it paid into the 
society at all? A.—No sir, I do not. 


Q.—What position do you take? A. 
—At the present time I do not care 
to take any position in the matter un- 
til it is discussed by the executive. 


_Q.—We cannot wait for the execu- 
tive? A.—I know you cannot. 


Q.—You are an insurance man, you 
are an important man in an assess- 
ment insurance company, and we would 
like to have your view? A.—Well, 
I could almost quote Mr. Landis 
against himself. 

Q.—You could straighten him all 
out and then give us your view, what 
is it. I am not pinning anything 
to Mr. Landis. If you will say Mr. 
Landis is incorrect tell us why? A.— 
I am certainly not prepared to say 
Mr, Landis is either correct or in- 
correct. 

_Q.—Have you no view on the situa- 
tion at all, as to the position of the 
society with regard to a fund it should 
have amounting to some millions at 
the end of 1903? A.—Well, the sys- 
tem of fraternal insurance does not 
call for the maintaining of a fund of 
that kind. 

Q.—You mean to say in regard to 
the system you are now speaking 
about that the Legislation does not 
call for that fund? A.—No, the sys- 
tem of doing business, the system of 
straight line companies requires some 
investment. With fraternal insurance 
it is different. 

Q.—Why? A.—It is different in 
this way; that the members of the 
Association are only called upon to 
pay the necessary assessments, to pay 
the death claims as they occur. 

Q.—So long as you can keep. the 
new members coming in fast enough 
to pay the death claims as they occur, 
it is all right? A.—I think so. 

Q.—And when you cannot what will 
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happen? A.—You will have to have 
a readjustment of rates. 

Q.—In your opinion has the time 
arrived yet for your Society to have 
a readjustment: of rates? A.—I think 
it would be in the interests of every 
fraternal organization that a read- 
justment based on the soundest pos- 
sible principles should be adopted. 

Q.—Then it is a sound principle, is 
it what you would call a sound prin- 
ciple that the company should go on, 
and so long as they can get in the 
new members to pay in the assess- 
ments fast enough to pay the death 
claims that it is all right—would that 
be a sound principle? A.—Not alto- 
gether. 

Q.—By a sound principle you would 
require the company or association to 
keep a reserve fund? A.—Exactly. 

Q.—On what basis are you going to 
estimate that reserve fund? Do you 
dispute the basis on which Mr. Landis 
estimates itP A.—Well, I have not 
given that matter sufficient considera- 
tion to answer the question. 

Q.—It was made in 1904? A.—I 
am well aware of it. 

Q.—But you have: had other things 
to do? A.—I think I have had a 
very busy time. 

Q.—And there are some other things 
you rather fancy leaving to the trus- 
tees? A.—No, I have never shirked 
my responsibility. 

Q.—I was wondering whether you 
would not leave that for them to deal 
with to some extent? A.—No, be- 
cause it is a matter in which I am as 
vitally interested as the trustees or 
anybody: else. 

Q.—And I suppose probably the re- 
putation of the society is even more 
your reputation than that of any other 
individual member? A.—The greater 
portion of my life has been with it. 

Q.—Tell us, as you can now, what 
you have to say about Mr. Landis’ 
theory as to reserve fund, is he out 
of all proportion? A.—I think the 
figures are excessive. 

Q.—To what extent excessive? A. 
—I am not prepared to say. I would 
like to give Mr. Landis’ report a 
great deal of study, and propose do- 
ing it at the first available opportun- 
ity, but since I have taken hold of the 
office I have had no time to myself. 
A complete change in the, transaction 
of business has been put in operation, 
and it hag taken all my time and a 
great deal of the nights. 

Q.—Certainly the reserve fund that 
you would require at the present time, 
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or would have required at the end of 
1903, the time Mr. Landis’ report was 
made would have been greatly in ex- 
cess of the $150,000P A.—Yes. 

Q.—And in excess of a couple of 
million? A.—I won’t say. 

Q.—Would you say four million? 
A.—No, sir, I would not. 


Q.—You would not venture any 
opinion on it at all? A.—No sir, not 
at present. 

Q.—Not as at present advised? A.— 
I have not had any advice on the 
matter. 


Q.—How is it proposed to raise the 
fund according to your plan that is 
required, leaving out for the moment 
what that plan is? A.—There is no 
proposition at the present time before 
us, other than the proposition made 
by Mr. Landis. 


Q.—And have you evolved no idea 
of your own? A.—Whatever ideas I 
may have had in the matter I have 
kept to myself, until] such time as the 
executive come to consider the ques- 
tion. 

Q.—We cannot wait for the execu- 
tive, and if you have any views on 
this fraternal jassurance we should 
have them now. We want the benefit 
of them? A.—TI have given you them. 
I favor a reduction of rates, an in- 
crease in the older ages, and an in- 
crease in the reserve fund, 


Q.—How would you bring about an 
increase in the reserve fund? A.— 
I would advocate an increase in the 
present rate of from 5 to 10 per 
cent. 


Q.—Would you increase the rates to 
older members? A.—Yes. 

Q.—Would you make them pay the 
difference between what they should 
have paid according to your rate and 
what they have paid? A.—That is 
one of the difficulties we have to 
contend with. 

Q.—Would you like to be helped 
by legislation? A.—Yes. 

Q.—Of what nature? A.—TI think 
the Grand President has dealt with 
that question. 

Q.—Let us have you deal with it 
now. What nature of legislation 
would you like? A.—I think it can 
be proven that the existing rates 
charged by any fraternal or all of 
the fraternal societies are deemed in- 
sufficient to protect all the members 
of the association, that legislation 
should be passed fixing a minimum 
tariff. 
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Q.—Is the Hunter tariff, or the 
tariff in the Ontario Insurance Act, 
too high? A.—I think it is, sir. 

Q.—Do you know of any tariff that 
you think is right? A.—The Fra- 
ternal Congress tariff is slightly lower 
than the Hunter tariff. 

Q.—Would you take the Fraternal 
Congress tariff? A.—Even it, I 
think, is a little high. 

Q.—Is there any other that you 
_think is about right? A.—I know of 
no standard tariff. 


Q.—Have you any tariff that is not 
a standard tariff that you could re- 
commend to the Commission as being 
a proper tariff for fraternal associa- 
tions? A.—At’ the moment I could 
not recall any particular one. 

Q.—Then you practically agree that 
there should be some legislation pre- 
venting them starting at too low 
rates? A.—I do, sir. 

Q.—I suppose starting at too low 
a rate is in the nature of an expense 
to get new business, to get started? 
A.—I do not know that it is. Fra- 


ternal societies are not at anything 


like the expense to obtain new busi- 
ness that straight line companies are. 


Q.—Why do fraternal societies all 
start with their rates too low? A.— 
I cannot answer that question. I 
will answer as far as our own organl- 
zation is concerned that their rates 
were higher than any of the other 
fraternal organizations in the country 
almost from its inception up to recent 
years. 

Q.—That does not put them too 
high? A.—It does not put them too 
high. JI may say to-day that out of 
a list of 13 or 14 fraternal organiza- 
tions that I have been looking over 
recently our rates are higher than 
seven of them and lower in some cases 
than the balance. 

Q.—Why is it that the fraternal so- 
cieties all get on a very low basis 
and get into all the trouble about 
raisin. their rates later when they 
find they must have this reserve? A. 
—I think the fault lay vossibly in the 
fact that in the earlv davs in the es- 
tablishment of fraternal organizations 
that there was not the data available 
to suide the fannders of these orrani- 
zations to enable them to place their 
rates on a prover level. 

Q.—Where do they get that data 
now? <A.—It is more easily avail- 
able now than at that time. 

Q.—That is actuarial tables and so 
oni?) AJ es. 


6 EDWARD VII., A. 1906 


Catholic Mutual. 
(John J. Behan, Ex’d.) 


Q.—Is it your opinion that the 
rates of the society should be shoved 
up to these actuarial tables? A.—I 
have already said that I do not think 
they should go up that high. 

Q.—Not as high possibly, but they 
should be based on actuarial compu- 
tation and the liability of the com- 
pany under the policy that is issued? 
A.—Less the possibility of lapses. 
Yhere is no desire, or there should 
be no desire on the part of any fra- 
ternal organization to make money 
out of its members and all they should 
collect from them is all it actually 
costs to carry the insurance. 

Q.—And for that you would take 
the mortality table that is best adapt- 
ed for the circumstances, and then 
consider what the society may gain in 
the way of lapses? A.—yYes. 

Q.—You do not believe in the theory 
that the reserve fund ¢ in the 
pocket of the assured and can remain 
there safely and properly? A.—No. 

Q.—You think the reserve fund, 
whatever it may be, should be in the 
hands of the Association? A.—It 
should, as trustees for those who con- 
tribute to it merely. 

Q.—Keeping it for the insured? A. 
—Yes, for the purposes for which it 
was established. 


Q.—Lapses are all profit with you? 
A.—Yes. 

Q.—There is no allowance made to 
any agent of yours because a policy 
that he put in has lapsed? A.—None 
whatever. All expenses incurred in 
the bringing in of members into the 
Association is borne out of the Gen- 
eral Fund; not a dollar is charged 
to the beneficiary fund. 

Q.—What do you pay your organ- 
izers? A.—We are paying the or- 
ganizers $1,000 a year and $3 per day 
expenses. 

Q.—How many have you? A.—We 
have four. 

Q.—Has that been the tariff all the 
time? A.—No, sir. For a time the 
salary was $1,000, and the per diem 
allowance $2, but expenses have in- 
creased and we have had to increase 
the per diem allowance. 

Q.—Do your members bring in in- 
suranceP A.—Yes. 

Q.—What arrangement is made 
with them? A.—We allow a bonus 
of $3 a member for each member 
initiated. 

Q.—Is there any opportunity under 
your rules for a member to get an 
allowance as organizer, too? A.—No, 
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there is no bonus allowed where mem- 
bers are brought in through the in- 
fluence of the organizers? 

Q.—Have you a membership fee? 
A\.+—Yes: 
. Q.—In addition to the insurance 
payment? A.—Yes. 

Q.—Sort of initiation fee, is it? 
A.—Yes. : 

JUDGE MacTAVISH: How much? 
A.—Fifty cents. 

MR, TILLEY: Is that ever allow- 
ed by way of rebate? A.—The initia- 
tion fee proper is $1; that is pay- 
able to the branch; the branch pays 
50 cents of that to the head office of 
the Association. In no case is a 
rebate allowed on this 50 ‘cents. 

Q.—This statement shows | the 
amount of your assessments or prem- 
iums received during each year from 
1894 to the beginning of this year, 
does it not? A.—Yes. 


Q.—To the end of 1905? (ee ee! 


Q.—It shows the increase from 
$125,002.96 in 1894 up to $3836,- 
604.55 ? A.—Yes. 

Q.—Can you say what your mem- 
bership increased during that time? 
A.—In 1894 the membership was 10,- 
051. 

Q.—Give me each year after that? 
A.—In 1894, 10,051; in 1895, 10,403; 
in 1896, 11,116; in 1897, 11,848; in 
1898, 12,145; in 1899, 13,403; in 1900, 
14,598; in 1901, 15,975; in 1902, 17,- 
088; in 1903, 18,159; in 1904, 19,333; 
in 1905, 19,750. 

(Statement filed as Exhibit 390.) 

Q.—Exhibit 3890 also shows the 
amount of other sources of revenue, 
does it not? A.—You have your as- 
sessment receipts first and then your 
interest received from your bank? A. 
—Reserve fund. 

Q.—And then the only other source 
of income you have is the initiation 
tax, the per capita tax, and amounts 
received for supplies, medical fees and 
bondsP A.—Yes. 

Q.—What does it mean by. bonds? 
A.—Guarantee bonds by which the 
officers of the association are bonded. 

Q.—Who pays those fees? A.—The 
branches pay them. 

A.—They 


Q.—They contribute? 
contribute. 

Q.—And the medical fees, the 
branches contribute again? A.— 
That is paid by the candidate. 

Q.—Does the candidate pay the full 
medical fee? A.—Yes. 


Q.—How much is it? 
and 50 cents. 


A.—$1.50 
$1.50 for the local 
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medical adviser and 50 cents for the 
medical referee. 

Q.—And that is regardless of the 
amount of the policy? A.—yYes. 

Q.—The item of supplies and poli- 
cies would be payments made to you 
by the local branches for what pur- 
pose? A.—For the supplies usually 
furnished to branches for the prosecu- 
tion of their business. 


Q.—You have those prepared and 
charged up as expenses? A.—They 
are charged up each month. 

Q.—I suppose there would be a pro- 
fit on that item for the general fund? 
A.—There was a profit in the past 
but there is no longer a profit under 
this head. 

Q.—What head? A.—Supplies and 
policies. 

Q.—Why? A.—The convention of 
1904 abolished it. 

Q.—At the time they re-arranged 
the principle of assessment? A.—Yes. 

Q.—They said ‘‘when we make it 
20 assessments, divided into 12 month- 
ly payments we will abolish the sup- 
plies and policies ?’’ A.—No, that 
had no bearing on it whatsoever. 
Prior to that time the per capita tax 
was $1 per member per annum, and 
at that time they raised it to $1.20 
per annum, and abolished all charges 
for supplies or policies or any of 
these other items. 

Q.—And initiation as well? A.— 
No, the initiation remains—the ini- 
tiation and per capita tax. 

Q.—They make together, how much ? 
A.—About $25,000. 

Q.—$25,000 for last year, a little 
over that? A.—Yes. 

Q.—Has there been any mixing of 
the different funds of your institu- 
tion except in the case of—? A.— 
None other than that stated by the 
Grand President. 

Q.—And that is borrowing from 
the beneficiary fund to use in the ex- 
pense fund? A.—To use for the pay- 
ment of the last convention. 

Q.—There is no provision in your 
legislation, as the President has said, 
whereby these funds. must be kept 
separate in your Act of. Incorpora- 
tion? A.—There as as regards ‘the 
sick benefit fund, 

Q.—By the special Act? A.—Yes. 

Q.—But not as to your beneficiary 
fund? A.—There is nothing in the 
other Act of Incorporation. 

Q.—It is all governed by your own 
by-laws? A.—yYes. 
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Q.—For that reason J suppose you 
think that it is not proper, if the 
trustees approve to mix the funds? 
A.—Well, there was no desire to mix 
the funds but we thought it in the 
best interests of the Association that 
we should use our own funds that were 
available at a lower rate of interest 
than that we would have to pay the 
bank. We could not see why we should 
pay the bank 54 or 6 per cent. where 
the bank was only paying us 3. 

Q.—You were furnishing us with a 
statement showing the amount ex- 
pended each year for getting new 
business? A.—Yes. 

Q.—In 1894 it amounted to $325? 
A.—Yes. 

Q.—In 1895 it was $3888.47? A.— 
Yes. 

Q.—And continued at about $3800 
to the end of 1897? A.—Yes, 

Q.—And in 1898 it commenced at 
$2,239.03 and went up to $4,562.30 in 
1899? A.—Yes. 

Q.—And continued at between $4,- 
000 and $5,000 until the end of 1894? 
A.—Yes. 

Q.—In 1903 it was $5,044, in 1904 
it was $5,594 and in 1905, $5,332? 
A.—Yes. 

Q.—That indicates very substantial 
growth in the last years does it not, 
going from $325 up to $5,382? A.— 
Well, it is explainable in this way: 
in the years in which the amounts 
run in the three hundred figures we 
had no organizers nor had we any 
bonus system in vogue. All that was 
paid at that time for work done for 
the association in regard to bringing 
in new members was the bare travel- 
ling expenses incurred by individual 
members who went out to organize 
new branches. 

Q.—Is it right to say that during 
those years your average age was run- 
ning up? A.—TI think it is fair to 
say that. 

Q.—And you were not getting in 
new members as you felt you should? 
A Noy sir. 

Q.—So that from 1898 on you car- 
ried on a more vigorous policy of get- 
ting in new members? A.—We di®. 

Q.—Has that policy been extended 
since that date? A.—Yes. 

Q.—In what year? A.—In 1905. 

Q.—What was done then? Aga 
We engaged four organizers, whereas 
we had only two prior to that for the 
work of special organizers engaged 
from time to time for special work. 

Q.—And that accounts for the large 
delay in 1905? A.—Yes. 
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Q.—I suppose it will be larger in 
1906 again? A.—I do not think it 
will. I think it will be very nearly 
the same—yes, it will be larger. 

Q.—The society must increase the 
amount it charges its members for 
expenses, must it notP A.—It is not 
usually so. 

Q.—It must do it, must it not? 
A.—Not of necessity. 

Q.—Why not? A.—Because  in- 
crease in membership increases the 
contributions. 

Q.—And you think the root of the 
evil is in not increasing the member- 
ship fast enough? A.—I do. 

Q.—And that is the reason you are 
fishing for new members? A —Yes. 

Q.—In order to increase the amount 
that will come in by the per capita 
tax? A.—That is right. 

Q.—It got a long way behind in. 
1904, did it not? A.—I do not quite 
understand your question. 

Q.—The expense fund fell consider- 
ably behind by the end of 1904? A. 
—It did not fall behind very much. 

Q.—Not in that year? A.—Not in 
that year or in any years prior to 
that. You have to bear in mind that 
in 1894 the expense account was then 
some $7,000 or $8,000 behind, so the 
fact that we are now about $11,000 
behind only represents an increase of 
arrears of about $3,000 during these 
years. Some 12 years. 

Q.—When you spoke of a bonus just 
now, do you mean the bonus that is 
allowed to one member for bringing 
in another? A.—Yes. 

Q:—Of $3? <A.—yYes.- I might say 
that the cost of management in 1894 
was $1.52 and in 1895 $1.33. 

Q.—Per member? A.—Per member. 

Q.—Per member, no matter how! 
much the insurance? A.—No matter 
how much the insurance, 

Q.—You compute that per capita? 
A.—Yes. 

Q.—Here is an item ‘‘members pay- 
ing insufficient rates; moved and sec- 
onded that members who are indebted 
to the association through payment 
of insufficient rates from the time they 
join the association be required to 
pay the correct rate.’’ What does that 
mean? A.—It means that in trans- 
ferring the rolls from the old books 
to the new, I found that there were 
a number .of members in various 
branches throughout the country who 
had been placed down upon the rolls 
at a rate different from what their 


, age called for at the time of joining 
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the association, and having made these 
discoveries we called upon the mem- 
bers to pay the amount they should 
pay under the tariff of rates estab- 
lished under the constitution. 

Q.—And they were required to con- 
tinue paying under those, then? A. 
—Yes. 


MR. TILLEY: I will put in a form 
of a policy issued by this society. 
(Policy filed as Exhibit 391.) 

Q.—You have printed on the back 
of it your rules? A.—Yes. 

Q.—‘‘Provisions of the preceding 
section are hereby declared to be 
notice to members.’’ (Reads rules.) 
That intimates that the assured ex- 
pected to pay 15 assessments? A.— 
Yes. 

Q.—But you had power to make 
him pay 24P A.—Yes. 

Q.—So that on joining he would 
anticipate not being called upon to 
pay more than 15? A.—Oh no. 


Q.—That would be his expectation ? 
A.—That was the wording of the con- 
stitution prior to 1896 or 1898, I for- 
get which. The wording of the con- 
stitution at the present time is some- 
what different. These policy forms 
have been in stock since that time, 
and the wording of them could not 
be altered. 


Q.—I suppose if a person desires to 
lapse in your society there is no pro- 
hibition on his doing so? A.—No, 
but we endeavour to prevent it as far 
as possible. 


Q.—What means do you take to 
prevent itP A.—Since I have taken 
charge of the office of Grand Secre- 
tary I have written personally, letters 
to a great bulk of these members who 
were on the verge of lapsing, calling 
attention to the fact that they were 
liable to deprive their families of the 
benefit of the insurance that they 
believed they were protected by. T 
have always invariably adopted this 
course as far as my time permitted. 
Of course I am not called upon to do 
it, but I have done it. ( 

Q.—Without any inquiry ag to the 
health of the insured at the time? 
A.—I have not made that inquiry in 
some cases, and in some cases I have. 

Q.—You publish a paper called the 
Canadian, do you not? A.—Yes. 

Q.—Is it subscribed for by mem- 
bers? A.—It is not. It is furnished 
free to the membership. ert 
Q.—That is part of the benefits they 
ue by payment of their dues? A. 
—Yes. 
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Q.—It is considerable expense to 
the association ? A. }Gs ag Buby 
think it is worth the expense. 

Q.—What expense does it involve? 
A.—It involves an expense of about 
$230 per month at the present time, 
with an initial membership of about 
20,000. 

Q.—I see by the minutes there are 
suggestions as to how to get it on a 
self-supporting basis? A.—Yes. It 
has been considered by the executive, 
but it was thought that the class of 
advertisements that could be obtained 
for a paper of that sort would not 
warrant us opening our columns to 
them. 

Q.—You have had no advertise- 
ments? A.—No, we have had appli- 
cations but we thought we could use 
the columns to better advantage for 
the members and for the Association 
as a whole by keeping out the ad- 
vertisements. : 

MR. TILLEY: I will put in a cir- 
cular showing the rates charged in 
the case of sickness insurance. (Ex- 
hibit 392.) 

Q.—You say these rates were con- 
sidered by the Department at Ottawa 
and approved? A.—Yes, 

Q.—They are contained in a 
pamphlet with the rules reiating to 
that branch all set out in full there? 
Al —¥ es: 

Q.—Have all the members a right 
to vote for the delegates that go to 
your Grand CouncilP A.—yYes; the 
course of procedure is as follows: 
Every branch of the Association is 
entitled to representation at our con- 
ventions. 


Q.—What is the representation al- 
lowed? A.—The representation is 
one delegate to each branch and every 
member of the branch has a right to 
vote in the selection of that dele- 
gate. 

Q.—Then he must vote, of course, 
in person? A.—He votes in person. 

Q.—There is no such thing as vot- 
ing by proxy? A.—No, sir. 

Q.—And has there ever been any 
thought of reducing the number of 
delegates in order to lessen the ex- 
pense? A.—There have been repeat- 
ed proposals made to reduce the re- 
presentation in order to reduce the 
expense, : 

Q.—But that would disfranchise 
some branches? A.—That was one 
of the chief reasons urged against 
it. that any tendency towards the 
reduction of representation would 
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necessarily disfranchise a certain sec- 
tion of the Association, and it was 
never demonstrated how much would 
be saved by it. 


Q.—The computation whereby Mr. 
Landis came to the conclusion that a 
fund of $6,217,248 was required at 
the end of 1903 was based on twelve 
assessments? A.—It was based on 
seventeen of the old rate, whereas the 
present rate is twenty assessments at 
the old rate, or three more _ assess- 
ments. 

Q.—How is that he refers to 
twelve assessments? A.—It is seven- 
teen assessments divided into twelve. 


Q.—Now you have twenty assess- 
ments divided into twelve? A.—Yes. 

Q.—So that you have three more 
assessments than Mr. Landis took 
into his computation? A.—I am not 
quite certain on that point that Mr. 
Landis counted it at twelve assess- 
ments, but I think possibly it was 
seventeen, because that was the num- 
ber we were collecting at that time. 
' The reading of it will hardly give 
you a clear answer to it. If we have 
the literal reading of the statement 
made by Mr. Landis it means twelve 
assessments at the old rate. 

Q.—But what you understand that 
to cover would be seventeen assess- 
ments divided into twelve payments? 
A.—I would take it that he ought 
to have so put it, but he may have 
only taken it at twelve assessments 
at the old rate. 

MR. GEARY: I wanted to know 
what competition the organizers of 
your Society meet with in securing 
new members? A.—They meet with 
the competition of the organizers of 
the other fraternal organizations do- 
ing business in the country. 

Q.—That is for the most part the 
competition they meet? <A.—Yes. 

Q.—Not the agents of what you 
call the old line companies? A.—Oh 
yes, of course we have got them to 
compete with. 


Q.—To what extent do you touch 
the same class of people? A.—Per- 
haps not to a very large extent. 


Q.—And what is the argument of 
your organization in favour of the 
system you propose to follow? A.— 
The argument is that we simply ask 
them to pay what it costs to carry 
the insurance. 

Q.—That is what you urge on them, 
it is cheaper because of expenses— A. 
—There is no desire to make a cent 
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of profit out of any member of the 
Association. 

Q.—You represent to them you are 
charging them fully enough to cover 
the cost of insurance? A.—No, we 
have not— 

Q.—Well, enough then? A.—Yes, 
that we will levy, we reserve the right 
to levy. 

Q.—And that will not cost as much 
as if he went into the old line com- 
pany? A.—Yes. 

Q.—And that is the argument that 
tells with those men? A.—Yes. 

Q.—It is cheaper and it. appeals to 
them on that account? A.—Undoubt- 
edly. 

Q.—You must cast aside the fra- 
ternal element for the moment? A. 
—Yes, of course the fraternal element 
is a large factor in all these organi- 
zations. 

Q.—But after all it is the money 
that talks at the moment of taking 
out insurance? A.—Viewing it from 
the insurance standpoint it is, but 
in my opinion the fraternal element 
has perhaps done as much good to 
those who are in the insurance— 


Q.—I want to give due weight to 
all that in the proper place, but is 
a man helped joined the C.M.B.A. 
by the fact that it is a fraternal or- 
ganization? A.—Undoubtedly. 

Q.—And the insurance is only 
worked in with that? A.—Yes, men 
who join the C.M.B.A. for— 


Q—What I want to get at is the 
fact of the premium being so much 
lower is the main thing inducing the 
men of that class to take the insur- 
ance? A.—No, it is not. 

Q.—Though you are much lower? 
A.—Though we are much lower. 

Q.—Then in competition with other 
societies does the question of price 
enter pretty closely into the case? 
A.—With some people it does. 

Q.—And is there any fixing of 
rates to meet the competition? A. 
—No, sir; there is no variation of 
rates under any circumstances. 

Q.—Would you say that originally 
the rates of yours or any other com- 
pany may have been fixed with the 
idea to get on the same basis as the 
other societies doing business at the 
time? A.—I would not like to say 
whether it would be so of any other 
organization; speaking for our own, 
I would say ‘it was not. I believe 
all fraternal societies started off do- 
ing business believing they were on 
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an honest basis. I would not care 
to pass a reflection on any other 
society. 

Q.—You would not think the sug- 
gestion a correct one that possibly 
these rates were fixed by competition 
among themselvesP A.—I do _ not 
think so. 


Q.—You spoke of a $3.00 fee? A. 
—Yes. 

Q.—That is a membership fee paid 
by the initiated? A.—No, sir, it is 
a bonus paid out of the general funds 
of the Association to a member of 
the Association who brings in a new 
member, 

Q.—Does the initiated pay a mem- 
bership feeP A.—Yes, one dollar. 

Q.—Fifty cents to the branch and 
fifty cents to the head office? A.— 
Yes. 

Q.—The head office fee is never re- 
bated? <A.—No. 

Q.—Can you speak of the branch, 
the amount that goes off in pay- 
ments— A.—I don’t know for a fact 
as to any; the branch has control of 
its own funds; there is a membership 
fee of twenty-five cents paid in to 
each branch, 

Q.—And there is an initiation fee? 
A.—Yes. 

Q.—That may be for all you know 
knocked off for a month or two? A. 
—It may. 

Q.—In competition between two 
branches? A.—There may be compe- 
titions. 

Q.—There are competitions between 
branches? A.—I would be glad to 
see more of them. 

Q.—For oysters? A.—Yes. 

Q—And during these competitions 
the branches knocking off the fee? 
A.—Yes, but there has never been 
any rebate as far as the head office 
is concerned; we have always exacted 
the full amount. 

MR. TILLEY: I had hoped to be 
able to take one or two other com- 
panies. including the Woodmen, this 
week; but I have word that they are 
rather surprised at the amount of 
work that is involvced and cannot be 
ready. I have verified that informa- 
tion so that it will be impossible to 
take that company up; or any .other 
company this week. If your Honours 
will adjourn to take un the Great 
West in Winnipeg on Tuesday next 
then if we can arrange for the Wood- 
men at a convenient date afterwards 
it will be all right. or probably they 
may have to stand longer, but that 
can await developments. 
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MR. GEARY: It seems the sugges- 
tion of Mr. Tilley is the natural one 
under the circumstances, I entirely 
concur in what he says 


—The Commission adjourned at 
1.15 p.m. Tuesday, July 17th, to meet 
at Winnipeg, Tuesday, July 24th, at 
10 a.m. 


FIFTY-EIGHTH DAY. 
Winnipeg, July 24th, 1906. 


THE GREAT WEST LIFE ASSUR- 
ANCE COMPANY. 


Present:—His Honor Judge Mac- 
Tavish, Chairman; Commissioners J. 


W. Langmuir and Mr. A. L. Kent. 


Mr. W. N. Tilley for the Dominion 
Government. 


Mr. G. R. Geary for the Province 
of Ontario. 


MR. TILLEY: I propose to com- 
mence to investigate the Great West 
Life Assurance Company. Mr. Pat- 
terson, the Deputy Attorney General, 
is here to represent the Province of 
Manitoba, and Mr. Han, the Super- 
intendent of Insurance for the Pro- 
vince, is also present this morning. 
I propose to commence with the ex- 
amination of Mr. Brock, because I 
think probably we can get almost all 
the information we want from him. 
Mr. Arbuckle Jardine, the Se:retary 
of the Company, is present, and Mr. 
Brock thinks he will require a good 
deal of information from him. 


JUDGE MacTAVISH: He may sit 
in a convenient place, and we wiil 
swear him at the same time. 

(Jeffrey Hall Brock and Arbuckle 


Jardine were sworn.) 


JEFFREY HALL BROCK—Exam- 
ined by Mr. Tilley— 


Q.—You are the Managing Direc- 
tor of the Great West Life Assur- 
ance Company? A.—Yes. 


Q.—And you have occupied that po- 
sition ever since the company was in 
corpopated? A.—Yes. | 

Q.—That was in the year 1892? A. 
—Yes. We got our Act of Incorpora- 
tin in 1891, and the company was 
formed and commenced operations in 
1892. 
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Q.—Did the company at any time 
derive any authority from the Pro- 
vince of Manitoba, or has it always 
been acting under its Dominion chart- 
er in its business? A.—Always under 
its Dominion charter. 

Q.—Did it ever take out a Pro- 
vincial license as distinct from the 
general license of the Dominion? A. 
—No. Our license is registered here, 
like all other companies. We are 
treated as a foreign company here. 

Q.—In the Province of Manitoba 
you are treated as a foreign com- 
pany? A.—Yes. 

Q.—Then your Act of Incorporation 
is 54 and 55 Victoria, chapter 115? 
A.—Yes. 

Q.—I notice that you are one of 
the persons named in the list of in- 
corporators? A.—Yes. 

Q.—Who was the person that pro- 
moted the company? A.—TI was. 


Q.—Were you from the first asso- 
ciated with any of the other direc- 
tors, or did you interest the other di- 
rectors after you had evolved the 
scheme or not? A.—I interested 
others and arranged with them to sign 
the application for the charter. 


Q.—What experience had you had 
in life insurance business before that 
time? A.—None in the management 
of a company. 

Q.—Had you in any capacity in 
life insurance before?: AV—t, had 
acted as an agent. 

Q.—As a field agent? A.—yYes, as 
a city agent and field agent; acted 
for the Sun Life. 

Q.—In Winnipeg? A.—In Winni- 
peg. 

Q.—For a number of years before? 
A.—Yes, for some years before, and 
my first experience in life insurance 
dated back to 1869, when I repre- 
sented a company in Troy, New York. 


Q.—wWell, then, I suppose that it 
is proper to say that you had no 
knowledge of insurance business, ex- 
cept as an outsider would get it or 
as a field agent would get it? A.— 
Beyond such as I would get from 
studying. 


Q.—You had made some study of 


it? A.—Yes, I had. 

Q.—In what business were you en- 
gaged before you organized this com- 
pany? A.—Jn fire and life insurance 
and in loaning money. 

Q.—In Winnipeg? A.—I was gen- 
eral agent for the Canada Perman- 
ent Loan & Savings Company, es- 
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tablished all their agencies through- 
out this province and the territories, 
and partly in British Columbia, and 


- represented five of the largest fire in- 


surance companies with a partner. 
Q.—Who was the partner? A.— 
Mr. Carruthers. 
Q.—The firm was Calgprbee and 
Brock? A.—Yes. 


Q.—Will you tell me ee prompt- 
ed you to give up that business and 
take on the life insurance business? 
First let me ask you, was it your in- 
tention when you started out to or- 
ganize the Great West Life, was it 
your intention from the /first to be- 
come the manager and the active man 
in the company? <A.—No, I had no 
intention of taking the management 
of the company at all. 


-Q.—What was your intention in that 

regard? A.—My intention was that 
I would get on the Board of Direc- 
tors probably, and be a shareholder 
in the company. 

Q.—Securing the service of some 
other person as manager? <A.—Se- 
curing an experienced manager, if 
we were able to do so. 

(y.—And continuing your own fire 
insurance business? A.—Continuing 
the fire insurance and loaning money 
and real estate business. 

Q.—When did your plan change in 
that regard? A.—Well, I made en- 
quiries—well, it changed gradually ; 
in the first place it was thougnt by the 
others who were associated with me 
that from my knowledge of the peo- 
ple in this country, extending over a 
great many years, that I would be 
better able to get the stock subscrib- 
ed than an outsider. 

@.—Then from the first it was your 
intention to make it a Manitoba com- 
pany, so to speak? A.—A Manitoba 
company. 

Q.—To try and get your stock sub- 
scribed here? A.—Yes. 

Q.—And make a local interest in 
the company from the standpoint of 
the shareholders? A.—Or, as I ex- 
pressed it, we had at that time, from 
the report of the Board of Trade, 
about a million dollars a year going 
out of the country for life insurance 
premiums and being invested in other 
companies at a very much lower rate 
of interest than we were borrowing 
money for here. 

Q. —Are you speaking now of money 
going out to foreign companies as 
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distinct from Canadian, or do you 
mean now with regard to the Pro- 
vince of Manitoba? A.—I think I 
used the words ‘‘outside companies ;’’ 
I meant to Great Britain, to the 
United States, and to Eastern Cana- 
da, 

Q.—So that you thought that you 
could get up a company here, partly, 
would it be fair to say, from the 
idea that there was a fair field for a 
new company, and partly from the 
idea that there would be a, local in- 
terest in the company that would 
assist you in promoting it? A.—Per- 
haps, Mr. Tilley, if I give you the 
prospectus, it will answer your ques- 
tion more definitely than I can. 
(Prospectus produced.) 

Q.—I will put in a copy of the pros- 
pectus. Exhibit 392— A.—Shall I 
read it? ( 

().—Probably I had better read it; 
you might put the emphasis too much 
on the wrong words? A.—It is a 
good thing to be suspicious at the 
start; perhaps if you do not empha- 
size it correctly I may explain it. 

Q.—You will have all the opportun- 
ity. It is headed ‘‘The Great West 
Life Assurance Company, capital 
authorized $400,000, with power to in- 
crease to $1,000,000, with shares of 
$100 each.”’ That clause in the pros- 
pectus as to the capital stock follows 
your Act of Incorporation? A.—Yes. 

Q.—Which incorporated you at the 
time for $400,000, but gave you power 
to increase it to a million? A.—Yes. 

Q.—Then it gives the provisional 
directors, and it says, ‘‘In placing 
this stock upon the market it is not 
necessary,’’ etc. (Reads prospectus). 
That was the only prospectus the 
company ever issued? A.—That is 
the only prospectus the company ever 
issued. 


Q.—There was a subsequent increase 
of the capital stock to the million 
mark? A.—Yes., 


(Q).—But no prospectus at that 
time? A.—When the stock was in- 
creased ? 

Q.—YesP? A.—There was a letter 
sent out, 

Q.—Nothing that you called a pros- 
pectusP A.—wNo. 

Q.—Have you a copy of the letter 
you sent out at the time of the in- 
crease? Perhaps you could get that 
for us, and we could refer to that 
later? A.—Yes; there was a letter 


sent out. The copy of the letter is 


on the Minutes which you have. 


Great West Life. 
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Q.—We will get the copy and mark 
it as an exhibit. You speak of the 
death rate in Manitoba. Was it your 
intention to confine the operations to 
the Province of Manitoba? A.—No, 
sir, 

Q.—Or to any particular province 
of the Dominion? <A.—No. 

Q.—Or to the Dominion itself? A. 
—No. 

Q.—That is, your idea was to ex- 
tend your business just the same as 
if you had been a company with a 
head office in Montreal, for instance? 
A.—Only to a very much greater 
extent than if the head office had 
teen in Montreal, because we thought 
we had an opportunity of investing 
our money at so much better advant- 
age than they would have in Mon- 
treal, 

Q.—I am talking now as to the 
death rates. Would there be any- 
thing to make the death rate of your 
company different from the death rate 
of any other companyP A.—Yes, 
because the proportion of business we 
did in the West would be naturally 
very much larger than the propor- 
tion of other companies, from our 
company being a home company. 

Q.—You did not intend in: any way 
to confine your business to Manitoba? 
A.—No, no. 

Q.—So that you would in other 
countries and other places experience 
the same death rate as other com- 
panies? A.— Yes. 


Q.—And other companies carrying 
on business in Manitoba would experi- 
ence the same death rate as you 
there? A.—Yes, but we would have 
a larger proportion of our business in 
the west. 

Q.—By reason of not being a west- 
ern company? A.—Yes, than other 
companies would have naturally, and 
experience has shown that is the case. 

Q.—You have a larger business in 
Manitoba? A.—Yes, than any other 
company. 

Q.—What facts had you before you 
at that time to compare the death 
rate in Manitoba with the death rate 
in any other Province? A.—The 
ordinary mortality statistics. 

Q.—Of what? A.—Of Manitoba. 

Q.—Compiled by whom? A.—Com- 
piled by the Government. 

Q.—What was the difference be- 
tween Manitoba and any other Pro- 
vince? A.—It was too indefinite to 


1876 ROYAL COMMISSION ON 


58th day, July 24th, 1906. 


give any absolute statistics, but they 
intimated— 

Q.—But definite enough for a pros- 
pectus? A.—But definite enough to 
intimate what it was without being 
exact enough to call—they were not 
prepared by an actuary. 

Q.—Was the death rate in Mani- 
toba ay different from the death rate 
in Ontario? A.—I suppose it would 
be a difficult matter, from the statis- 
tics we have in Canada, to be sure 
of that, but the general opinion was 
at that time, and is still, after 14 
or 15 years have passed, that that is 
the case. 

Q.—You say here ‘‘There is no coun- 
try with a lower rate of mortality, 
if in fact any as low’? A.—No, we 
think we have about the healthiest 
climate in the world here. 

Q.—Have you anything on which to 
base that statement? A.—The climate 
and the general view of the medical 
profession and others. 

Q.—So that you form that not from 
any statistics on the subject, but from 
your local conditions? A.—Well, 
general statistics, but no definite 
actuarial statistics. 


Q.—The stock was issued, I suppose, 
at par, without any premium? A.— 
Without any premium. 

Q.—That invention had not then 
been patented or discovered? A.— 
No, the company had not discovered 
the necessity for it at that time. 
When the other companies were organ- 
ized— 

Q.—Had they not discovered the 
necessity, or had they not discovered 
the idea, which. A.—Well, when the 
first companies were started, no re- 
serve was required by the, Dominion 
Government, so that the companies 
starting did not have a reserve as a 
Jiability. They called that surplus. 


Q.—They had no liability created 
by the Statute, requiring them to 
set aside a sum to answer their lia- 
bility on the policies? A.—No. 

Q.—Was your company the first 
company that was incorporated after 
companies were required to set aside 
that reserve? A.—WNo. a 

Q.—Then other companies had met 
with that difficulty of putting up the 
reserve? <A.—The difficulty or the 
cbjectionable features, and the effect 
of the difficulty had not been fully 
appreciated. 

Q.—Your’ common knowledge of 
these matters, I suppose, is now wider 
than it was at that time? A.—Experi- 
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ence teaches us things that probably 
we do not learn in any other way. 
Q.—You issued the stock subject to 
a call of 25 per cent. at first? A.— 
Yes. 
Q.—How did you obtain subscrip- 


tion for that stock? A.—By solici- 
tation. 
Q.—Through agents? A.—No, I 


made all the solicitation myself. 

Q.—Were you paid a commission? 
A.—No. 

Q.—Was it done through you or 
your firm? A.—Through me person- 
ally. 

Q.—While you were carrying on your 
other business? A.—TI still retained 
my interest in my business for a time. 

Q.—How long did you retain that 
interest in the business? A.—I could 
not give you it exactly: for some little 
time after even I was giving my whole 
time to this. 

Q:—Months: or years? ~-A._—Per= 
haps several years. 

Q.—Three or four? A.—I think 
so; I do not remember the date. I 
finally sold out my interest in my busi- 
ness to my partner, and my name re- 
mained in the business for a number 
of years after I had sold out my in- 
terest to my partner. 

Q.—Without desiring to go into 
your other matters any more than is 
necessary to bring out your connec- 
tion with the insurance company, is 
it right to say that your full part- 
nership rights continued in the old 
firm for three or four years after this 
company was formed? A.—Oh, yes. 
T had not decided to remain perma- 
nently as manager of the -o~renvy. 

Q.—Was the firm interested in any 
way in your position as manager of 
the Great West Life? A.—yYes. 

Q.—The firm of— A.—yYes, any sal- 
ary I received went to the firm of 
Carruthers and Brock. 

Q.—I should like if you could fix 
the exact date of that, Mr. Brock? 
A.—I can very easily. } 

Q.—After the adjournment you will 
be able to do that? A.—Yes. , 

Q.—Then to that extent the organl- 
zation of the Great West Life was a 
firm matter rather than an individual 
matter of yours? A.—Well, you have 
the facts. you can draw your own con- 
clusions. 

Q.—I suppose that when you sepa- 
rated yourself from the firm it was 
on the understanding then that you 
should take the Great West manage- 
ment and fees to yourself, and some 
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provision for breaking away from the 
old firm without going into any more 
detail than that of the transaction? 
A.—Yes. I have no objection to tell 
you the story. I sold out my inter- 
est in the business, and received from 
the firm $7,500, from my partner, pay- 
able to me $1,500 a year for five years ; 
that was for my interest and good 
will of the business, and then from 
that date the salary of the Great West 
Life came to me only. 

Q.—If your retiring allowance, so 
to speak, was worth that, it is fair 
to say your old business was a good 
substantial business? A.—yYes; for 
the previous 12 years before starting 
this company, my income from that 
business had averaged over $7,500 a 
year. 
~ Q.—Your expectation was, I sup- 
pose, that the insurance business would 
be a good deal better? A.—The Life 
insurance? 

Q.—Yes? A.—Oh, no. I had no 
intention of going into it till I was 
drawn into it. 

Q.—But when you finally broke 
away? A.—No, I knew it would not 
be any better than the fire insurance. 
It was the view of the directors, and 
perhaps myself also, that if I left the 
company it would be injurious to the 
company, and perhaps I could not very 
well; I suppose, on the theory of 
Abraham Lincoln, that you could not 
swap horses crossing the stream, it 
would have been a difficult matter for 
me to retire without damaging the 
company. 

Q.—It was not your idea in giving 
up your business and going to the 
Great West Life, to better your posi- 
tionP A.—No. 


Q.—Or future improvement in your 
business? A.—I did anticipate the 
company would make up to me, if 
they were able to, and did a sufficient- 
ly profitable business to justify me 
giving my time to the company’s in- 
terest, when I could have given it more 
profitably to my own firm. 

Q.—Your salary has got up to the 
sum of $10,000 at the present time? 
A.—My salary for last year was $10,- 
000. I will give you a statement of 
it. We have it right here. 

Q.—Have you made any summary 
of head office salaries to show how 
they have advanced from year to 
year? A.—There are the details from 
year to year; they are in detail for 
each year, all the head office salaries. 

Q.—Then vour salary commenced in 
1892 at $2,000, and then for the next 
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three years it was $3,0000, for the 
next two years $4,000; then for the 
next year $5,000; 1899 and 1900 
$6,000; 1901 and 1902 $7,500; 1903, 
1904 and 1905, $10,000. Is there any 
arrangement for 1906? A.—Yes. 
Q.—What is it? A.—$12,000. 
Q.—When was that arrangement 
made? A.—This year; it ig in the 
minutes, of which you have a copy. 
Q.—I think we were not given a 
copy of the 1906 minutes? A.—Well, 
you have the original here. 
Q.—Your salary was fixed at $12,- 
000? A.—Yes, and I am paid §$10,- 
000 additional as a bonus. 


Q.—When? A.—This year. 

Q.—What month? A.—I forget 
what month; February or March; Feb- 
ruary I guess. 

Q.—Was that done under any ar- 
rangement as to the time limit, $12,- 
000 or any other sumP A.—Every 
employee of the company is hired on 
a monthly basis. 


Q.—And you are hired on a monthly 
basis? A.—Yes. 

Q.—There is no yearly contract or 
a contract for a term? A.—No; so 
much a month; they give me $1,000 a 
month this year. 


Q.—Can you fix, by reference to the 
salary you were receiving at the time 
when you separated from your old 
firm, and were to be allowed $1,500 a 
year for five years? Was it when you 
were getting $3,000, $4,000, $5,000 
or $6,000? A.—I think it was when 
I was geting $3,000; I think it was 
during that period. 

Q.—Was that $1,500 per year made 
with reference to your old business? 
A.—What $1,500? 

Q.—Taking up $7,500 at the end of 
five years which you were paid by your 
old firm; was that fixed with reference 
to the amount you would likely be re- 
ceiving for a few years? A.—WNo, 
that was supposed to be the value of 
the business. I might have sold it 
out to somebody else besides my part- 
ner; in fact, I was negotiating with 
another party for a while on the same 
basis. 

Q.—Tell me how it came you were 
paid a bonus of $10,000? A.—Well, 
because the directors thought I was 
entitled to it. 

Q.—How long had they been think- 
ing that way? A.—You will have to 
ask them. 

Q.—I think you will be able to tell 
me? 


1878 ROYAL COMMISSION ON 


58th day, July 24th, 1906. 


MR. LANGMUIR: 
1905? 

MR. TILLEY: No, for 1906. 

MR. LANGMUIR: Then it was be- 
fore the close of the year? 

MR. TILLEY: Q.—Was it a bonus 
for the half year, or a general bonus? 
A.—On account of the loss that I had 
sustained by accepting a much smaller 
salary than the income I had been 
earning. 

Q.—Was there any other under- 
standing with you at the time you 
surrendered your own partnership and 
took the managership of this company 
that that would be made good to you 
some time? A.—The directors had 
no knowledge whatever of which I 
surrendered the business or sold it 
out. 

Q.—That was a private matter with 
you? A.—Yes. 


Q.—Was there at any time, with- 
out regard to this particular date, an 
arrangement between you and the di- 
rectors that some bonus or allowance 
should be made to you, or increased 
salary, to make up for what you 
thought was a small salary in the 
early years? A.—Nothing of the kind 
was ever mentioned. 


Q.—During the time that you were 
still a member of the firm of Carruth- 
ers and Brock to what extent were 
you giving your services to that firm? 
A.—Oh, after the business started I! 
found the life insurance business took 
up my whole time. I was travelling 
as superintendent of agencies, appoint- 
ing agents, and everything of this 
kind. It took up, I suppose, between 
eight and nine months of the year that 
I was away from the city on the ex- 
clusive business of the Great West 
Life. As a matter of fact, I did not 
give any of my time after the first of 
the year to the business of Carruthers 
and Brock. 


Q.—Then it is right to say that 
there was no understanding between 
you and the directors that a bonus 
should be given you? A.—It certain- 
ly is right to say so, or I would not 
say so. 

Q.—And you do say that this idea 
was entirely spontaneous on the part 
of the directors? A.—What do you 
mean? 

Q.—Giving you this bonus? A.—I 
do not suppose it was. 

Q.—Was it prompted by youP A. 
—Yes, I told them I thought I would 
like to consider the question of allow- 
ing me something in addition. 


Was that for 


6 EDWARD VII.. A. 1906 


Great West Life. 
(J. H. Brock, Ex’d.) 


Q.—When did you first bring that 
up with the directors? A.—I think 
the week before the resolution was 
passed I mentioned it to them. 

Q.—Had it never been discussed be- 
fore that? A.—By the directors? 


Q.—Yes and you? A.—Had I never 
spoken to any of the individual direct- 
ors or the Board? 

Q.—Yes? A.—Yes, I had spoken to 
an individual director. 

Q.—Which one? A.—Mr. Nanton. 

Q.—Any others? A.—I- do not 
think so. 

Q.—How long before had you spoken 
to himP A.—I had spoken to Mr. 
Nanton before the end of the year. 


Q.—1905? A.—Incidentally we got 
talking about the matter and incident- 
ally I expected him to bring it up, 
but he was away in the old country, 
and I brought it up myself. 


Q.—It hhad been present to your 
mind ever since the company was or- 
ganized? A.—Yes, and I was wait- 
ing until the company was in such a 
financial position that it could repay 
me for the work I had done for it 
and made no charge for. 


_Q.—Did that financial condition 
just happen in the year 1906? A.— 
Well, you cannot say it just arrived 
then, but I thought that would be the 
proper time. 


Q.—You were getting $10,000 a 
yearP A.—Yes. 


Q.—A fair salary? A.—Yes, a fair 
salary, a good salary. 

Q.—One might think there would 
be a little compensation in that round 
sum for a little smaller salary in pre- 
vious years? A.—Well, if the assump- 
tion would be that our old business 
would not have increased; as a matter 
of fact, if I had remained in the 
old firm it would have saved me at 
least $75,000; I would have derived 
from that firm at least $75,000 more 
than I have got from the Great West 
Life up to the present date. 


Q.—Your partner must have done 
very well? A.—My partner has done 
very well. 

Q.—We are glad to hear that. The 
fire insurance commission must be 
better than the Life Assurance Com- 
panies? A.—I have no hesitation to 
say, 1n the combined business, that 
the fire insurance company premiums 
are very much easier earned and give 
more profit. 
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Q.—Probably they do not give the 
rebates the other does? A.—They 
have to pay for services. 

Q.—But the life insurance compan- 
ies have got far beyond that? A.— 
So I hear. 

Q.—We came west to tell you? A. 
—I hope the result of the investiga- 
tion will be to stop it. 

Q.—I hope it will. Would you let 
me have the minute of the resolution 
that was passed in 1906? A.—You 
mean as to my salary? 

Oi) Gare A. hat. jis 410: 

Q.—The matter is referred to in the 
Minute of the Executive Committee 
of the company held on Tuesday, Feb- 
ruary 6th, 1906; there were present 
Mr. A. Macdonald, Mr. G. W. Allen, 
P. C. McIntyre, Hon. J. H. Macdon- 
ald J/t Hs Brock; (Gel Galt, .G!’ R. 
Crow, and D. H. McMillan, and a re- 
port of the sub-committee was present- 
ed; when was that sub-committee ap- 
pointed? A.—At the previous meet- 
ing, I think. 

Q.—Of the Executive? A.—Yes. 

Q.—I do not see it here? A.—It 
appears the sub-committee was ap- 
pointed by the directors meeting. 


Q.—Then the committee presented a 
report, which was adopted on motion 
of Mr. A. Macdonald, seconded by 
Mr. E. CGC. McIntyre, which fixed the 
fees for attendance at directors’ meet- 
ings at $10 per meeting, non-resident 
directors to be paid a fee of $50 and 
and $10 for each meeting, and the 
President to be paid $1,000 in leu of 
fees, and the Chairman of the Execu- 
tive Committee to be paid a fee of 
$200 in addition to the fees for at- 
tendance at meetings, and that the 
salaries be fixed as per list below: J. 
H. Brock, Managing director, $1,000 
per month, and $10,000 cash on ac- 
count of the reduced salary in the 
early years of the company; A. Jar- 
dine’s salary $416.66 per month, and 
the accountant $225 per month, and 
inspector of investments $175 per 
month, and the claims and loans clerk 
$125 per month?  A.—The duties 
after that are just roughly defined. 

Q.—Then those are the salaries that 
appear to be over $100 per month ? 
A.—Yes. 

Q.—Who were the members of that 
committee? A.—In addition to those 
you have marked down there? 

Q.—Yes. Who were the members of 
this special committee ? 

MR. JARDINE: We have sent for 
the Minute book. 
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A.—I think it was Mr. McIntyre 
and Mr. Coe, the mover and seconder. 

Q.—Macdonald and McIntyre were 
the mover and seconder. We will have 
to get that later. Has that $10,000 
been paid to you? A.—Yes. 

Q.—I suppose at the time it was 
confirmed? A.—After the time it was 
confirmed—well, after the resolution 
was passed, 

Q.—Right immediately following, I 
suppose? A.—Yes. 

Q.—Those salaries that I mention 
were for the year 1906? A.—Yes. 

Q.—That does not apply to your 
branch managers at Toronto and 
Montreal? A.—yYes, it does. 

Q.—But the salaries I gave do not 
include those, because, your Toronto 
branch manager would be getting over 
$100 a month? A.—yYes. 

Q.—He was up to $400 a month? 
A.—Yes, 

Q.—And he was given a special con- 
tract? A.—Yes; he is the only one 
who has a yearly contract; that was 
done by resolution of the Board. 

Q.—And your Montreal manager 
got over $100 a month?P A.—Yes. 

Q.—Was the resolution of the Ex- 
ecutive Committee ever adopted by 
the Board of Directors? A.—It will 
be read at the meeting of the Board 
of Directors for adoption at the next 
meeting of the Board of Directors, if 
one has occurred since. 

Q.—None has occurred since? A. 
TI do not think so, but there was only 
one other who atends the directors’ 
meetings besides those who are on 
the Executive Committee— 

Q.—In a large matter like that, 
would it not have been rather cour- 
teous to the directors to delay the 
issue of the cheque for $10,000? A.— 
There is only one other director, Mr. 
Curry. of Brandon. 

Q.—yYou are sure he would not ob- 
ject? A.—I think I may say so: he 
is a pretty reasonable man. 

Q.—Probably that would be indica- 
tive of an objection, if he was a 
reasonable man? A.—You probably 
had better consult him; he is not hard 
to find. 

Q.—Would it not be better, if you 
were drawing bonuses from a com- 
pany, that every director should be 
consulted before the cheque was is- 
sued? A.—I do not see any absolute 
necessity for it. 

Q.—Did you ever consult your share- 
holders about it? A.—You asked me 
what our custom was. Our custom 
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was every year that the Executive Com- 
mittee after the annual meeting fixed 
the salaries for the year, and their 
resolutions have been adopted. 

Q.—Here is a bonus of $10,000 paid 
in one year, and that was rather an 
exceptional matter? A.—Yes. 

Q.—You were considering it in 
1905? A.—Well, I cannot say that I 
was considering it. I was considering 
it for some time before that. 

Q.—You were considering the advis- 
ability of bringing it to a head, be- 
cause you were then talking it over 
with Mr. Nanton? A.—Yes. 

Q.—Your annual meeting of the last 
year was held on what date? A.— 
Early in February; do you mean share- 
holders ? 

Q.—YesP A.—Yes. 

Q.—Early in Feburary? A.—Yes. 

Q.—Before February 6th or after 
February 6th. A.—It must have been 
just before; that is the Executive 
Committee meeting, after the annual 
meeting. 

Q.—After the annual meeting? A. 
—Yes, after the new directors were 
appointed. 

Q.—Then this sub-committee must 
have been appointed before the share- 
hclders? A.—May have been. 

Q.—Must have been, because the 
last meeting of this Executive Com- 
mittee was January 19th? A.—The 
directors must meet immediately after 
the shareholders’ meeting for organiza- 
tion and to appoint this committee. 

MR. TILLEY: Can you tell us how 
that was, Mr. Jardine? 

MR. JARDINE: February 9th is 
the date the shareholders’ meeting. 

WITNESS: The shareholders’ meet- 
ing was on the 9th February. 

MR. TILLEY: Was this report 
ready at the shareholders’ meeting, 
Mr. Jardine? Have you the minutes 
of the shareholders’ meeting. 

MR. JARDINE: No, that report 
was not ready. 

MR. TILLEY: Was this adopted at 
the shareholders’ meeting? 

MR. JARDINE: No. 

MR. TILLEY: Nothing said about 
it at all? 

MR. JARDINE: Nothing whatever. 

Q.—Then, Mr. Brock, three days 
after this resolution was passed the 
shareholders were convened and met? 
A.—Yes. 

Q.—And apparently this was not 
disclosed to them? A.—No, apparent- 
ly not; we never read the salary list 
there. 
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Q.—You are governed by the Com- 
EPoYe Clauses Act, are you not? A. 
—Yes. 

Q.—And under that Act, before a 
payment can be made to the directors 
or any of them, it must be confirmed 
by the shareholders? A.—wNo. 

Q.—Not at allP A.—No, that is 
not correct. 

Q.—Why not? A.—Because the 
Companies Clauses Act does not say 
SO. 

Q.—Have you the Companies 
Clauses Act here? A.—yYes, I have 
looked them up since the accountant 
called my attention to it. 

Q.—How many shareholders were 
present in person at your last meet- 
ing? A.—Quite a large number; I 
do not remember exactly. 

MR. JARDINE: About 30 or 40. 

MR. TILLEY: I mean other than 
directors or persons who were on this 
committee that approved of this trans- 
action P 

MR. JARDINE: There would be 
about twenty-five. 

MR. TILLEY: Substantial share- 
holders ? 

MR. JARDINE: Yes, sir. 

MR. TILLEY: Probably it would 
be well to have a list of those. 

MR. JARDINE: I will ‘get them. 

MR. TILLEY: And the share-hold- 
ing of all those persons? 

MR. JARDINE: Yes. 

Q.—Have you the Act here? A.— . 
Yes; this is the clause you refer to. 

Q.—No, I do not mean that; this 
is not the clause I mean at all. This 
is a memo of extracts from the Act? 
A.—Our solicitors copied those out of 
the Act and furnished them to us. 

Q.—Your by-laws of the Board of 
Directors have been under the clauses 
you have copied here; it provides that 
the directors may make by-laws not 
contrary to law regulating the num- 
ber of directors, their term of service, 
to the amount of their stock qualifi- 
cations and their remuneration, if 
any, and then follows the clause that 
every such by-law, unless it is in the 
meantime confirmed at the general 
meeting of the company duly called 
for that purpose, shall only have 
force until the next annual meeting, 
and in default of confirmation thereat, 
and from that time only, cease to have 
force? A.—Yes. 

Q.—Your shareholders’ meeting, 
your annual meeting, was three days 
after that by-law was passed, and 
that by-law, unless confirmed then, 
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would cease to have any force and 
effect? A.—If it were a by-law. We 
did not pass any by-law; this was 
simply a resolution. 

Q.—But this is one of the things, 
the number of directors, the term of 
service, amount of stock qualification 
and the remuneration—that is one of 
the things to be governed by by-law? 
A.—It does not say so; it says we 
may pass by-laws for it, but we have 
not done so. 

Q.—It says a by-law passed for that 
purpose shall only have effect until 
the next annual meeting, and when 
you substitute resolution instead of 
by-law, you think it gives the direc- 
tors power to the exclusion of the 
shareholders, because they do not do 
it by by-law; is that your argument? 
A.—It seems to me there are a great 
many things we do that we could 
not very well pass by-laws for. 

Q.—Would it be a nice thing, if 
your shareholders are meeting, the 
persons who take the profits of the 
company are meeting within three 
days, that you should disclose to them 
that you are getting a bonus. of 
$10,000, before you actually withdrew 
it from the company? <A.—If I 
thought there would be any chance of 
the shareholders objecting to it, then 
I think it should have been brought 
up. 

(J.—Then if there was no chance, 
all the easier to get it through? A. 
—TI have no doubt it would go through 
with the shareholders, more rapidly 
even than the directors. I might say 
that at one or two previous meetings 
some of the shareholders stated that 
they had made enquiries, and that 
they found out the salaries that were 
being paid, and that they thought 
the directors should take it into con- 
sideration the increasing of those sal- 
aries. 

Q.—It is one thing to increase the 
salaries, but from the information 
that the policyholders and sharehold- 
ers had got they were under the im- 
pression, or had naturally to be under 
the impression, that you had given 
your services for $2,000, $3,000 and 
$4,000, as the progressive by-laws 
shows? A.—No, they had not those 
at all. They did not know what I 
was getting, except one or two of 
them who asked. 

Q.—The amount of your expenses 
was shown in the blue book? A.— 
Yes. 

Q.—And now you are adding 
$10,000 this year out of the proceeds 
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of the company with reference to an 
item which really was old expenses; 
have not the policyholders who are 
sharing in the profits of your com- 
pany a right to see that the old 
expenses are not borne out of the 
profits the policies are now earning? 
A.—The policyholders have no right 
to say that work that was expended 
in earning these profits shall not be 
paid, if they were really due. 


Q.—But they were paid and there 
is nothing due, and this ‘is a pure 
gift? A.-—It is a recognition of work 
done. 

Q.—We have all the facts about it, 
and I suppose that this payment to 
you has been dealt with in the same 
way as every payment: that is, the 
Executive Committee has purported 
te fix by resolution from time to 
time what is to be paid, and there 
is no formal by-law passed, and the 
shareholders are not consulted? A.— 
We have formal by-laws on certain 
subjects. 

Q.—But on this’ subject? A.—On 
this subject by resolution every year. 


Q.—I think this is not the only case 
where at the end of the year some- 
thing has been paid to you in addi- 
tion to what was allowed at the begin- 
ning of the year? A.—Yes, on sev- 
eral occasions the directors paid me 
at the end of the year. 


Q.—$1,000? A.—$T,000, and in one 
instance $1,500: that is included in 
the salaries you have read out. 

Q.—That is treated as salary? A. 
—Yes. 

Q.—That is to say, you would go 
on drawing during the year at the 
rate you had been getting the previ- 
ous year? A.—Yes. 


Q.—And at the end of the year the 
directors would increase it by $1,000, 
and in one case $1,500? A.—Yes, 
and they did the same thing with 
some of the branch managers. 

Q.—The branch managers are not 
responsible for the work of the direc- 
tors in the way it is done as much 
as the managing director? A.—I men- 
tion that to show the directors con- 
sider the services rendered— 


Q.—That explains as far as pos- 
sible the way the salray got from 
$2,000 to $3,000; just in that method, 
by adding the $1,000 at the end of 
tae year? A.—I forget now; it ran 
for several years at $3,000. 

Q.—That would be no increase at 
the end of the year? A.—wNo. 
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Q.--But it got up to $4,000; that 
would show that at the end of that 
year they add $1,000? A.—Yes. 

* Q.—In the same way that it rose 
from $4,000 to $5,000? A.—Yes. 

Q.—And then a $1,500 bonus? A. 
—Yes. The accountant was given the 
details, and a statement was shown 
to him showing the salary paid for 
the year, instead of putting it in two 
items, and he said that was the best 
way to do it. 

Q.—That is what we asked for 
months ago? A.—That was sent 
down in March. 

Q.—Mr. Jardine’s salary was 
$1,800? -A.-—That*'was for a half 
year, 

Q.—It was at the rate of $1,800? 
A.—Yes. 

Q.—And then $2,100 for 1899? A. 
Yes. 

Q-—1900,-* $2,400; 1901; . $2;700; 
1902, $3,400; 1903, $38,500; 1904, 
$4,000; 1905, $4,500; and this year 
it will be— A.—$5,000. 

Q.—So that his salary is progress- 
ing nicely, is it not, about $500 a 
year? A.—Yes; you will remember 
he worked for nine years at $150 a 
month, when he could have left us at 
any minute and got $300 a month. 

Q.—He was getting a smaller sal- 
ary than he could have got elsewhere P 
A.—Yes, 

Q.—He was in the same category 
as yourself, taking a little less than 
he could have got elsewhere? A.— 
With this difference: he was getting 
the same salary from us when he 
came as he was getting elsewhere, and 
it was different with me. 


Q.—The accountant came with you 
in 1894P A.—Yes. 

Q.—And was there part of a year? 
A.—Yes, assistant accountant. 

Q.—Up to 1898 it was under $1,000? 
A.—Yes. 

Q.—And in that year it became 
$1,000? A.—Yes. 

Q.—And then it increased from 
$1,000 “up: tos $2,400 in 1905e° A: — 
Yes. 

Q.—What is his salary for this 
yearP A.—I think it is $250 a 
month. I have forgotten. 


Q.—Mr. McQuaker $225: about 
$2,700? A.—Yes. 

Q.—Between 1905 and 1906 there 
seemed to be a good many changes 
in the salaries, substantial amounts? 
A.—But when you look at the profits 
we paid policyholders you will find 
there is a very substantial profit paid 


6 EDWARD VII., A. 1906 


Great West Life. 
(J. HeBrocktx.dy) 


to them. The policyholders certainly 
have first consideration. 

().—Besides this salary did you re- 
ceive anything by way of commis- 
sion? <A.—No. 

Q.—On policies written? A.—No. 

Q.—Or on applications for loans? 
A.—No. 

Q.—Have you ever got any commis- 
sions from loans? A.—Never received 
one cent in any way, shape or manner 
from the company, except the amounts 
shown there. 

Q.—I cannot add anything to what 
you have said. Now about your sec- 
retary, Mr. Jardine? Does the same 
statement apply to him? A.—The 
same statement applies to him, and 
to everybody else connected with the 
company. 

Q.—Does that apply to all your 
head office salaries where they are 
on salary? A.—Yes; where they are 
on salary they get nothing else; we 
have a clear distinction; some paid 
by salary. and some by commission. 

Q.—No mixed salary and commis- 
sionP A.—No. 

Q.—If a man is on commission is 
he guaranteed anything for the 
yearP A.—No. No one is guaran- 
teed anything. 7 

Q.—Are advances made? A.—Ad- 
vances are made, but the party agrees 
to return the advances if he does not 
earn them, and we make him do it. 

Q.—In all cases? A.—You cannot 
take blood out of a stone, but in all 
cases where it is possible. 

Q.—It appears to be taking blood 
out of a stone in the case of a good 
many companies? A.—We do not do 
business with stones. 

Q.—Does it come back to that in 
all cases? A.—Yes; we either get 
security or advance to _ responsible 
men. Sy 

Q.—You have no lossesP A.—I 
won’t say we never make a mistake; 
that is our intention in all cases. 

Q.—All companies intend that? A. 
—No, excuse me. The evidence shows 
that companies give advances they 
do not expect to have returned, and 
I am making the dlistinction between 
the two cases. 

Q.—What you lose is by misjudgz- 
ment, rather than by making mis- 
takes? A.—Yes. 

Q.—Which everybody will do? A. 
—We do not claim to be perfest sur- 
selves. 

Q.—The amount of fees paid to 
directors up to the end of the year 
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1899 was nil? A.—Yes; for the first 
eight years, 1892 to 1899, both inclu- 
sive, the directors received no fees 
at all, nor payments to them of any 


‘kind, nature or description. 


Q.—In 1900 they received $2,296? 
A.—Yes. 

Q.—In 1901 $2,145? A.—Yes, 

Q.—In 1902 $1,809? A,.—Yes. 

Q.—That does not indicate any 
change in the basis of payment? A. 
—No. 

Q.—Just a matter of some directors 
not getting as muchP A.—We had 
fewer directors. 

Q.—In 1903 $2,016; 1904, $2,001; 
and in 1905 $1,978. So that up to 
the end of 1905 the basis of remun- 
eration of directors was uniform 
throughout? A.—Yes. 

Q.—The President receiving— A. 
—The President just received $250 
one year, 

Q.—$300 is the lowest here. The 
amount is modest enough. And then 
in 1906 his remuneration was increas- 


ed to $1,000? A.—Yes. 


Q.—Then there are three Vice- 
Presidents? A.—Those first years he 
was paid $250 and fees for the meet- 
ings. 

Q.—And after that he was paid 
$500? A.—In lieu of two things. 

Q.—Had the Vice-Presidents up to 
the end of 1905 been allowed anything 
special? A.—No. 

Q.—In 1906 does the resolution 
give them anything special? <A.— 
No; we wanted them to take some- 
thing, but they refused to do it. 

Q.—Take the other directors, what 
basis were they paid on? A,—Till 
whenP 

Q.—Up to 1905? A.—We paid $10 
for directors’ meetings, of which four 
or five were held during the year, and 
at first $3 for committee meetings, 
and subsequently $5. 

Q.—In 1906 how are they to be 
paid? A.—They are to be paid $10 
for each meeting, whether directors’ 
meetings or committee meetings. 

Q.—How often do you have com- 
mittee meetings? A.—-Once a week. 

Q.—Will you estimate for me what 
your directors’ fees will amount to 
in 1906 as compared with 1905, when 
they were $2,000— A.—They will be 
double that amount. 

Q.—They will increase from $2,000 
to $4;000P  <A.—Yes. 

Q.—That was all carried through 
the February meeting, which we have 
seen? A.—Yes. 
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Q.—Have you the names of the 
members of that committee yet ?— 

MR, JARDINE: I will get that. 

A.—I may just say that the com- 
mittee consists of all the directors 
resident in Winnipeg. 

Q.—That is the executive commit- 
teeP A.—Yes. 

Q.—I am speaking of the special 
committee that dealt with salaries? 
A.— Yes. 

Q.—And also when they were ap- 
pointed? A.—Yes. 

(Adjourned till 2 P.M.) 


AFTERNOON SESSION. 


MR. TILLEY: Q.—Have you the 
names of the members of that com- 
mittee? (Book produced.) 

. Q.—The committee appears to have 
been appointed on February 2nd, 
1906? A.—Yes. 

Q.—And the members of the Com- 
mittee seem to have been Messrs. G. 
R. Crow, Sir D. H. McMillan, and G. 
W. Allen, and they were appointed to 
enquire into the question of directors’ 
fees and report to the next meeting 
of the Executive Committee, also to 
revise the company’s. salary list. 
Was it in your mind at that time 
that the bonus of $10,000 would be 
given you, Mr. Brock? A.—When 
the committee was appointed? 

Q.—Yes? A.—No. No discussion 
had taken place then ag to what form 
the change should take. 

Q.—But was it in your mind that 
that was a desirable form? A.—No, 
I cannot say that it was. 

Q.—Whose proposition was _ it: 
yours or theirs? A.—Well, they 
made an alternative proposition. 

Q.—What was it? A.—One of them 
was that the salary should’ be in- 
creased to a greater extent. 

Q.—How much? A.—$15.000 a 
year. 

Q.—That is, the committee proposed 
that as a thing they were prepared to 
agree to? A.—Yes. 

Q.—A salary of $15,000? A.—Yes. 

Q.—What other proposition was 
made? A.—This proposition was sug- 
gested by somebody else. 

Q.—By whom? A.—TI really can- 
not say: it was one of the three 
members of the committee. \ 

Q.—Was there any other proposi- 
tion submitted? A.—Not that I know 
of: I think those were the two. 
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Q.—Was the one that was adopted 
the later suggestion of the two? A.— 
I really cannot say. They discussed 
those two, and decided upon the one 
that was adopted. 

Q.—Were you present at the dis- 
cussions? A.—Not all the time. It 
was discussed amongst themselves. 

Q.—Having discussed it among 
themselves, they made the proposition 
to your? A.—And asked me if that 
would be satisfactory to me, and I 
told them that it would. 


Q.—Did you choose as between the 
two propositions? A.—No. Well, I do 
not recollect whether they really put 
it to me or not. That was decided, 
what they had decided from their 
standpoint would be the better alter- 
native, and they asked me if it would 
be satisfactory, and if it had not been 
satisfactory to me I suppose’ they 
would have reconsidered it. 

Q.—Was that proposition accepted 
and carried through at that time be- 
cause of the annual meeting approach- 
ing? A.—No, it had been our cus- 
tom to have the salaries settled before 
the end of January where that was 
feasible. 


Q.—Was it not your custom to have 
the salaries settled after the annual 
meeting? A.—That was my state- 
ment, I believe, this morning, but on 
thinking over it, I think we usually 
tried to have them settled lefore the 
end of January, because they were 
for that year, and we wanted to pay 
the salary in January, but sometimes 
I notice that it has not been until 
February: it has run usually to about 
the Ist February. 


Q.—The rule is after the annual 
meeting? A.—I think that it was at 
the start after the annual meeting. 

Q.—And had continued so as a rule? 
A.—Not regularly. 

Q.—How many times has that not 
happened? A.—I have not got that. 


Q.—I thought from the way you 
were speaking you had_ calculated 
that? A.—No, I did not. 


Q.—Was there any discussion as to 
giving to the Commission a copy of 
the Minutes for 1906? A.—The Min- 
utes for 1906? 


Q.—Yes? A.—No, we showed fairly 
what we were asked for, and _ the 
minutes were copied, and I supposed 
it was exactly what was asked for. 

Q.—You were asked to furnish cop- 
ies of the Minutes of your committees 
and your Board of Directors, were 
you not? A.—I believe so. 
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Q.—And you sent in the copies? 
A.—We tried to give you what was 
asked for there. 

Q.—You did not try very hard “4s to 
1906.—A.—What do you mean? 

Q.—You did not give us anything 
for 1906? A.—No, we gave you up 
to the end of 1905. 

Q.—Why did you stop at the end 
of 1905, when this transaction was in 
1906? A.—I do not know. All of 
our statements asked for were up to 
the end of 1905. 

Q.—And the Minute which disclosed 
this personal dealing was not shown 
to the commission? A.—It was shown 
to the accountant. 


Q.—When we asked for the original 
books? A.—Excuse me, you did not 
ask for the original book: that is not 
fair: 

Q.—Why? A.—We were not gsked 
for the original book: we volunteered 
the original books. 

Q.—When? A.—When the Account- 
tant came up here. 

Q.—The accountant was going 
through all your books? A.—I volun- 
teered those two he took away with 
him to examine. He did not ask for 
them: they were voluntarily placed 
in his hands by me. 


Q.—A copy of this was not sup- 
plied to the Commission? A.—No, 
nothing in 1906 has been supplied to 
the Commission at the present time. 
All we were asked was information up 
to the end cf 1905. 

Q.—That is not quite correct? A. 
—Well, we understood it so. _ 

Q.—That hardly seems _ possible. 
The circular is dated 16th March, 
1906, and you are asked to send all 
Minutes of the Board of Directors 
and of your committees, so that that 
— A.—For the past 15 years. 


Q.—The past 15 years from March 
would bring you up to March, 1906? 
A—Yos: 

Q.—Has there been any other ar- 
rangement made or discussed with you 
as to giving you a contract over a 
term of years? A.—Yes. 

Q.—That has never been discussed? 
A.—Never been discussed. 

Q.—Have you proxies of sharehold- 
ers in your name? A.—Sometimes 
they are sent to me. 

Q.—Are they continuous proxies? 
A.—No. 

Q.—That can be used from meeting 
to meeting? A.—No, only for the 
meeting. 


INSURANCE. 1885 


SESSIONAL PAPER No. 66 
58th day, July 24th, 1906. | 


Q.—Or an adjourned meeting? A. 
—Or an adjourned meeting. 

Q.—Are proxies sent out to the 
shareholders before every annual meet- 
ing? A.—A notice is sent to all the 
shareholders if they have a right to 
vote by proxy. 

Q.—And a form of proxy enclosed? 
A.—Yes. 

Q.—With names in it? 
without names. 

Q.—Any request as to ‘who should 
be appointed a proxy? A.—No it has 
been left entirely to their own discre- 
tion. 

Q.—Without any suggestion at all? 
A.—Without any suggestion in any 
way, Shape or form. 


Q.—Who gets the proxies? A.— 
Do you mean who receives. the 
proxies ? 

Q.—Yes? A.—The various direc- 
tors of the company get them and 
other shareholders. 


Q.—You hold them, I suppose, main- 
ly? A.—I do not think so. I have 
never taken the trouble to count them 
up. 

Q.—There has never been any test 
votc i your company? A.—No, 
never. 

Q.—Everything has been practical- 
ly carried through by all; there is no 
division on any resolution? A.—Oh, 
yes, there is a vote. 


@.—At the annual meeting? A.—- 
ne the directors are elected by bal- 
ot. 

Q.—Has there been any difference 
there as to who should be directors? 


A.—I daresay. I have never seen the 
ballot. 


Q.—Well, you know the result? A. 
—Oh, yes, but I do not know who else 
may have been voted for, or what 
votes they get. The scrutineers were 
appointed, and they simply reported 
those who were elected; they did not 
mention others. 


Q.—They do not show any other 
names? A.—WNo. 

Q.—What voting power have policy- 
holders of your company? A.—None 
whatsoever. 

Q.—Has the advisability of giving 
them the right to vote ever been con- 
sidered? A.—By whom? 

Q.—By the company, yourself, or 
any person you know of? A.—Not 
that I know of. 

Q.—There is no provision in your 
Act, as there is in some Acts, that 
you may give policyholders the right 
to vote? A.—No. 


A.—No, 
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Q.—Have you ever considered whe- 
ther you have that power without it 
being expressly given to you? A.— 
No, I have not. 

Q.—What do you think about giv- 
ing policyholders the right to be re- 
presented at your annual meeting? 
A.—lI think it would be useless. 

Q.—Why? A.—Because they would 
not attend. They apparently take no 
interest in it. I notice even at the 
election of the mutual companies, 
where there is practically nobody else 
to vote, they do not attend. 

Q.—Would they not be as apt to 
attend as your shareholders? A.—I 
do not think so. 

Q.—Those that did attend would be 
able to express their views? A.— 
Unless they were deaf and dumb; there 
would be nothing to prevent them ex- 
pressing their views, if they had a 
right to attend. 

Q.—At the present time they have 
no right to express their views, at 
the annual meeting at all? A.—No. 
They have no right to attend; only 
shareholders can attend. 

Q.—Therefore they cannot in any 
way criticize the management when 
the directors are seeking re-election, 
except as an outsider could criticize 
them in the public press, or 1n some 
such way? A.—That is the only way 
that I can see. 

Q.—Do you think their interests 
are not such that they should be re- 
presented? A.—No. 

Q.—You think they should not be 
represented? A.—I think they should 
not be represented. 

Q.—You think the persons who have 
the capital stock in the company 
should be the only ones who should 
have a voice in the management of 
the company? <A.—Yes, just as im 
the affairs of an institution that gives 
a bonus of its profits to its employees. 
It would never do to give them a voice 
in the company. 

Q.—You think the policyholders are 
to be treated in the same way as the 
employees of a manufacturing con- 
cern? A.—Well, it is better for them 
usually. ee 

Q.—You think it is in their inter- 
est that they should be treated as in 
that position? A.—I do. 

Q.—Why? A.—Because the affairs 
of the company then would be man- 
aged by the shareholders who have 
money at stake. 

Q.—So have they? A.—And who 
are liable to perhaps further calls on 
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their capital, and who are totally in- 
terested in seeing that they run no 
risk of extra calls, and that the busi- 
ness is profitably conducted.- My 
view of the position of giving profits 
to shareholders ars somewhat differ- 
ent from those that have been express- 
ed. I think it is vitally important 
in the interests of the company that 
the shareholders should have a share 
of the profits so that it should be to 
their interest to properly manage the 
company, and I think the great diffi- 
culty in the disclosures in the Equit- 
able in the United States is that they 
were limited to seven per cent. upon 
their stock, whereas if the sharehold- 
ers had had a real interest in the pro- 
fits of that institution, it might have 
been more important to them to see 
the business was properly conducted : 
at the same time I might add that I 
think there should be a limit upon the 
share of profits that the shareholder 
should be entitled to have. 

Q.—Well, why? A.—Because I think 
it would be better and fairer to every- 
body then. 

Q.—Then the only objection you 
make is that seven per cent. was too 
low in the case of the company you 
mention? A.—When they started 
they were earning seven per cent. on 
their capital; so they were getting 
none of the profits but just getting in- 
terest on their own money. 


Q.—Was the seven per cent. too 
low? You think there should be some 
per centage fixed? A.—I think there 
should be a per centave of profits. I 
do not say there should be a dividend 
fixed: this was a dividend fixed—not 
a profit. . 

Q.—You think it should be limited 
to a certain share of the profits earned 
by the company? A.—Yes. 


Q.—Have you that in your charter? 
A.—No. 


Q.—Why not? A.—We are wait- 
ing for legislation. It has been dis- 
cussed a number of times. 

Q.—By your shareholders? A.— 
No, by the press generally, and we 
have been expecting there would be 
some such regulation. 


Q.—Have you assisted in the agita- 
tion for it in any way? A.—No, it 
is not to the stage of agitation, but 
we understood there would be a re- 
vision of the Insurance Act. 

Q.—You give policies to persons in 
which they share in.the profits of 
your company? A.—Yes, just in the 
same way that some large institutions 
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give a share of their profits to their 
employees. 

Q.—I do not know that you can say 
just in the same way? A.—It is an- 
alogous to that. 


Q.—Leaving out what it is analog- 
ous to, it is a policy by which the 
person that becomes an assured shares 
in the profits of the company? A.— 
He has that protection in addition to 
the fact that the premium was first 
fixed just to cover the insurance, and 
when by careful supervision it was 
found it was more than what was ade- 
quate, then the company commenced 
to divide a share of their profits. 

Q.—Your company does not go back 
that far? A.—There are some non- 
participating companies who have not 
had any agreement to share their pro- 
fits and have done so. One company 
in the United States divided up seven 
millions profits— 

Q.—I am not asking you anything 
about that company that was in ex- 
istence long before yours. Your com- 
pany issues with-profit policies? A. 
—Both with and without. 

Q.—Will you tell me anything which 
indicates what right the policyholder 
has as to the quantum of profits he 
will get from your company? A.— 
There is nothing fixing it. ; 

Q.—There is nothing in your chart- 
er? A.—No. 

Q.—Nothing in your by-laws? A. 
—No. 

Q.—Nothing in anything your pol- 
icyholders have? A.—Nothing whatso- 
ever. 

Q.—If you choose to give them a 
dollar for profits, that is all that they 
could compel you to give. It is a 
matter left entirely to your discre- 
tion? A.—yYes, and we have given 
them— 

Q.—The difference between your 
with profit policies and your without 
profit policies, is that certain of your 
policyholders will be given something, 
according to what vou think is proper 
thev should be given? A.—Yes. 

Q.—The difference is you will give 
one class something, and you will not 
give the other anything? A.—Yes. 

Q.—That way of having no standard 
for division does not meet with your 
apvrovalP A.—No. 

Q.—You think that the policyhold- 
er should have some definite standard 
by which to gauge his profits in the 
company? A.—Yes. If I might be 
allowed to put in an explanation there, 
you might say some of the English 
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companies take the profits on the non- 
participating policies and the annui- 
ties, and they consider that belongs 
to them. My idea is that all the pro- 
fits, both on the non-participating and 
participating, should go into one fund, 
and that the participating policyhold- 
ers should have a certain established 
interest in the whole fund. 

Q.—It seems strange that with such 
a clear idea as to what the policyhold- 
er should have, that you have not 
something in your charter or by-laws 
which declares your right? A.—We 
followed practically the form that was 
in use in granting charters. 

Q.—I would question it? A.—You 
could not successfully question it, be- 
cause it is correct. 

Q.—I would still question it, if you 
will permit me? A.—I might refer 
you and say we followed the Domin- 
ion charter, which was issued a few 
years before ours. The majority of 
Dominion charters have provisions 
that ninety per cent. of the profits 
earned by the policyholders’ money 
should be divided amongst them? A. 
—That was subsequently put in. 

Q.—It is in some of the original 
charters? A.—It is in some prior 
charters. 

Q.—It is in some before yours? A. 
—I have not seen any. 

Q.—Is that clause one that meets 
with your approval? A.—Yes, that 
would meet with my approval. 

Q.—What is there in those charters 
that declares any right in the policy- 
holder to get anything under that 
form of section? The directors still 
declare what they think proper for 
profits? A.—Yes, I think that is ab- 
solutely necessary. 

Q.—You would leave it to the di- 
rectors? A.—Yes; it would never do 
to have the policyholders in a posi- 
tion to come in and question the pro- 
fits, because we would have nothing 
but lawsuits about profits. 

Q.—I suppose that is about right, 
that if the policyholders were entitled 
strictly to some division of profits— 
A.—To an account. 

Q.—That the companies would have 
endless lawsuits? A.—Yes. 

Q.—Why should an insurance com- 
pany have endless trouble with the 
person for whom it is trustee any 
more than any other trust company 
have litigation? A.—Just because 
there are so many lawyers and others 
who would derive a profit from having 
litigation of that kind. 

Q.—That is the reason? A.—To 
my mind. 


Great West Life. 
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Q.—That is the best reason you can 
write? A.—That would be my idea. 

Q.—Then we have something to 
measure it up by. At the present 
time a participating policyholder in 
the Great West Life whose policy be- 
comes a claim cannot, as of right, get 
more than the face of the policy? A. 
—Yes, he can— 

_Q.—How can he? A.—I mean in 
his policy contract he is given— 

_ Q.—Under what clause in your pol- 
icy contract? A.—Are you referring 
to the interpretation— 

Q.—I am referring to the with pro- 
fit policy. Supposing a person should 
die to-day and his policy becomes a 
claim, and then the beneticiary under 
the policy is offered $1,000, and either 
no profits or very small profits, what 
clause is there in the policy that he 
can say to the company, ‘‘That is not 
what 1 am entitled to, I want some- 
thing else’? A.—After five years 
he is entitled to profits. 

Q.—How do you measure his pro- 
fits? A.—After the declaration has 
taken place we give him a bonus. 

Q.—How do you declare your pro- 
fits? A.—We have adopted a prac- 
tice on the recommendation of our 
actuary. 

_ Q.—Mr. Standon? 
is common in England. 

Q.—Do you pass a by-law? A.— 

Oo. 

Q.—Is there anything which you do? 
A.—We give a bonus of one per cent. 
at the end of five years on all our 
life policies. 

Q.—You do that as a matter of cal- 
culation, and. crediting it, or do you 
give credit at the end of five years? 
A.—At the end of five years. 

Q.—Do you pass any by-law declar- 
ing that? A.—No, we give them a 
bonus certificate. 

Q.—Do you keep an individual ac- 
count with every one of your policy- 
holders? A—No. 

Q.—You in no way appropriate pro- 
fits to a policy until the time comes 
to give it profits? A.—No, just be- 
fore that time the division is made 
by our actuary. 

Q.—What class of policy has your 
company been endeavouring to sell to | 
the public? Annual distribution of 
profits——- A.—We do not wish any 
annual distribution of profits. 

Q.—And never have? A.—And never 
have, and never will, unless compelled 
to by law, partly because no policy is 
issued which is earning it at the end 
of the year. 


A.—Yes; that 
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Q.—lIs that the only reason? A.— 
That is the principal reason, and the 
other one is that there should be an 
average period, or else there would be 
great differences in profits, and after 
the experience of 100 odd years in 
England they have practically come to 
the conclusion that the best dividend 
period is one of five years. 

Q.—Is the five year period the one 
you take? A.—The one we consider 
most desirable. 

Q.—lIs that the one you have sold the 
most of ? A.—No, because the public 
does not agree with us. 

Q.—And you think the public is 
wrong? A.—I think the public is 
wrong. I think a five year period 
would be the best, but still in some 
cases I have no doubt that the policy 
ie public select does suit them the 

est. 

Q.—Have you always shown rates 
in your books for the five year plan? 
A.—Always. 

Q.—Have you a copy of your earlier 
book here? A.—Yes, here it is. 

Q.—Besides the five year distribu- 
tion, what other periods of distribu- 
tion did you adopt? <A.—Fifteen, 
twenty and twenty-five. 

Q.—Did you pay your agents the 
same rate of commission on all these 
plans? A.—wNo. 

Q.—What difference? A.—We paid 
them a higher commission on the five 
year distribution. 

Q.—Just compare, will you, the 
rates of commission on one plan and 
the other? A.—We gave a commission 
of ten per cent. higher on the five year 
distribution than we did on the twenty 
year distribution. 

Q.—Does that apply to the ten and 
fifteen? A.—There is a greater differ- 
ence on the ten and fifteen. 


Q.—What is the difference on them? 
A.—They are a lower rate of commis- 
sion than on the twenty. 

Q.—So that your best rate of com- 
mission was on the five? A.—yYes. 

Q.—And the next best on the twen- 
ty? A.—The next best on the twenty- 
five, and the next on the twenty; on 
the five we gave 50, on the twenty-five 
we paid 45 and on the twenty we paid 
40 


Q.—That is not what I was asking 
you. On the five year dividend period 
you gave fifty and on the twenty you 
gave forty-five? A.—Yes. 

Q.—That is a twenty payment life 
policy? A.—On an ordinary life; this 
contract was prepared before that con- 
tract was in force, but the commission 
allowed was just the same as on the 
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other; that is one with renewal and 
this is one without renewal with a 
higher commission. 

Q.—Did you show ordinary life poli- 
cies with a five year dividend period? 
A.—Yes. 

Q.—Did you sell the same plan of 
policy but with a ten year dividend 
period? A.—Not with a ten; with a 
fifteen we did. 

Q.—Did you make any distinction 
between the commission that you 
would pay an agent on the ordinary 


life with a five year dividend period 


and with a twenty dividend period? 
A.—yYes, on a twenty year period we 
paid 55 or we paid 65. 

Q.—That is a twenty payment life 
policy? A.—And ordinary life. 

Q.—Was the premium higher for 
that class of policy? A.—The same 
premium. 

Q.—Whether it was 25 year dividend 
or 20? A.—No, it made no difference 
what the period was. Our agents used 
to object to that, because they said 
other companies did not do it. but it 
all seemed to me it was the proper 
mode, and we always paid our commis- 
sions in that way. 

Q.—In 1894 you apparently only is- 
sued twenty-five policies having a five 
year term as against 504 on a longer 
term? A.—Yes. 

Q.—Can you account for that? A.— 
Because the great majority of people 
say they want a twenty-year policy, 
nearly everybody who is canvassed. 
They want a twenty-year policy. 

Q.—They want a twenty payment 
lifePp A.—Yes. 

Q.—This expression here ‘Twenty 
payment life policies’’—that ordinary 
life does not count for much in actual- 
ly selling the policy, because if they 
take 25 payment policy they take 25 
year dividend period, and if they take 
twenty it is a twenty year dividend 
payment? A.—Yes. We issue the or- 
dinary life policies on a five. ten, fif- 
teen or twenty years, but the 20 pay- 
ment life we issue only with a twenty 
year dividend, and the fifteen the 
same. Some give it with a shorter divi- 
dend period than other companies do. 

Q.—You get very little ordinary life 
policies with a fifteen year dividend 
period? A.—Very little. 

Q.—That is not a thing that the 
public quite possibly understand? A. 
—yYes, it is taken by older men. men 
who, for instance, have got to be. we 
will say, my age, fifty-five to sixty 
years of age. They say ‘‘We do not 
want our premiums to extend beyond 
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fifteen years, but we do not want to 
take a fifteen payment life, because 
the rate is too high. Then we give 
them the ordinary life with a fifteen 
year dividend. 

Q.—How does that help them? A.— 
Because they are given the full value 
of the policy in cash or paid up policy. 

Q.—By reason of the options they 
get at the end of the 15 years? A.— 
Yes; there is no deduction on account 
of withdrawal. 


Q.—But under that policy, where it 
is ordinary life with a fifteen year 
dividend period, is that the same rate 
as the ordinary with a five ‘year divi- 
dend policy? A.—Exactly the same 
rate. 

a sae has been any different? 

Q.—So the 60 per cent. would be 
computed on the same premium as the 
70 would be on another planP A.— 
Exactly. 

Q.—In 1899 you issued 33 policies 
with the five year term, as against 
1,689 policies on a longer term than 
five years? A.—Twenty year term is 
almost, you might say, exclusively is- 
sued, or nearly so. 


Q.—Do you think it is wise to allow 
such a long postponement of any ac- 
tual division of profits as 20 years? 
A.—I do not see any difference be- 
tween that and taking a twenty vear 
endowment policy, non-participating. 

Q.—During that 20 year period what 
does the company do towards appropri- 
ating profits to that policy? A.—We 
do not appropriate it at all. 

Q.—What care do you take to ascer- 
tain when you pay out profits to the 
five year policy that you are keeping 
a similar share of profits for the twen- 
ty year? A.—Our actuary makes a 
calculation and sees that the amount 
we divide is the proportionate amount 
for all our policies. 


Q.—Does the actuary make the cal- 
culations on statements you send to 
him? A.—He comes to our office. 

Q.—Mr. Standon? A.—Yes. 

Q.—Does he take the fund of profit 
you have each time? A.—Yes. 

Q.—And does he show by his report 
how he is appropriating that amongst 
the policies? A.—Yes, he discusses it 
with Mr. Jardine. 

Q.—Does he make a report? A.— 
He makes a report. He tells us the 
amount of dividends when we come to 
the various classes of policies. 

Q.—Does the report or the state- 
ment that he gives to you indicate the 
dividend you are to set aside, or keep 
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or reserve for the deferred dividend 
policy ? A.—It indicates that the 
equivalent dividend is credited to all 
the other policies. 

Q.—Have you his report here? A. 
—No, he simply gives a report of the 
dividend we have to pay. 

Q.—How do you know he has set 
apart anything for the twenty year 
policy? A.—He has stated to me that 
that is the basis of his calculation. 


Q.—You will be able to get those re- 
ports, and it will be better for us to 
discuss those then? A.—We can get 
them. He is simply stating that we 
can give a dividend of one per cent. 

Q.—You are acting as the manager 
of a company in which you have a 
lot of policyholders who are to be en- 
titled ten, fifteen and twenty years 
hence to profits from you. Do you 
pay out dividends on the verbal state- 
ment of some person that in the state 
of your funds such a thing would be 
fair? A.—He has given us a letter. 
I think we have it. 


Q.—You will look those up. What 
is the feature of a fifteen year divid- 
end policy? Would you explain it as 
if you were going to insure me? A, 
—What I would say to you is this: 
that we divide our profits on a five 
year term, a fifteen year term, a 
twenty year term, or a longer period. 

Q.—Or twenty-five? A.—Yes. 

Q.—You do not go longer than 
twenty-five? A.—No, we have none 
longer than twenty-five. That does 
not affect the policy in any way, or 
the premiums you pay, if you select 
one of those premiums; you must 
select one; or take the non-participat- 
ing policy 

Q.—Don’t you receive a great many 
applications where the applicant has 
failed to indicate the particular 
method of distribution that he selects? 
A.—No. 

Q.—I have seen it in other compan- 
ies? A.—It has happened, but it is 
a very rare occasion. 

Q.—If you are presenting that 
feature of the insurance to me, as a 
rule do you decide that, or do I? A. 
—Oh, the applicant decides it. 

Q.—How do I decide it? Do I de- 
cide it by being led into it by the 
agents? A.—It just depends. If a 
man has no view of his own, he will 
accept the agent. If he is an intelli. 
gent. man, and you say to him ‘‘You 
can draw your profits for five years 
and use them in reduction of your 
premiums, or as a bonus addition, or 
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take the cash, but if you choose to 
leave them they will remain, and you 
can draw out at the end of twenty 
years, and they will be very much 
larger with compound interest added. 

Q.—What advantages do I get by 
leaving them? A.—There are two ad- 
vantages: there is a_ distinction: 
whether it is an advantage is a matter 
for a man’s own consideration. 


Q.-—How is that? A.—A man who 
considers he has good prospects of 
living—and most people do, because 
that is why they select the 20 year 
dividend—besides your own profits you 
get the profits of those who would die 
during the period. 


Q.—Would the profits of those that 
drop out come to me? A.—Your 
share of them. 

Q.—What persons that dropped out 
do I get any benefit from? The per- 
sons who became insured in my year? 
A.—In your class. 


Q.—If there are 100 people in my 
class in the year 1906 in your com- 
pany on a twenty year dividend pol- 
icy plan, and 99 of them die, I get all 
the profits at the end of my 20 years 
that those 100 policies would have 
got? A.—If they die or withdraw. 


Q:—Tell me what system of book- 
keeping you adopt that shows I get 
those profits? A.—We enter every 
policy in its class, and we keep them 
in their class. 

Q.—How do you know what share 
of the profits has been apportioned to 
those 100 persons and what passes to 
me by the lapse? A.—Nothing passes 
to you until the dividend year is 
completed. 


Q.—When the 20 year period comes 
to an end I get my profit? A.—I 
could illustrate it in a few words to 
make it clear. Say for instance, if 
a thousand of us to go in and pay in a 
certain sum of money and decide on 
20 years: we have either ordinary life 
or twenty year endowment. We pay 
our premium for that. Some die dur- 
ing the period. Some withdraw, tak- 
ing up a cash value, and at the end 
of 20 years there is a certain fund on 
hand. That fund is divisible among 
those who remain. Now, as to the 
equity of it 

Q.—I do not want to know about 
the equity or inequity of it. I want 
to know how you keep your books, 
because I do not see that you keep 
at the end of the twenty year period 
to say to me or to my claimant that 
so many died out of my class? A.— 
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We keep the most careful statistics: 
we keep a class book and enter every 
policy in it, and that is carefully re- 
vised. If a man drops his policy we 
take his name out, and if he reinstates 
it in the time allowed in it goes again, 
and we keep a most careful account 
of those things. 

Q.—Now we come to the end of the 
twe »y period, and tell me the 
computation you go through in order 
to fix the profits on my policies as 
against the policies that are coming 
in next year? A.—There are a great 
many ways in which it is made up by 
the different actuaries. Our first is 
coming due next year. 

Q.—Your first what? A.—Fifteen 
year. 

Q.—The first fifteen year period falls 
in next year? A.— Yes. 


Q.—And up to last year Mr. Brock 
cannot tell me how he has kept a re- 
cord or account, so as to deal fairly 
by the fifteen year people? A.—No, 
because there is nothing to divide. 

Q.—There is no profit from the 
men that have dropped out: there is 
nothing of theirs transferred to me, 
and I am simply waiting for the di- 
rectors to give it to me? A.—You put 
it in a way that is not fair. 


Q.—I do not want to be unfair? 
A.—I do not think you do. It is the 
same thing exactly. Here is a firm 
in business. Profits are declared at 
the end of the year. Nothing is done, 
no entries made. They take your 
stock and when they find out what 
their stock is they divide it 

Q.—If they have a co-operative con- 
cern, and a certain bunch of people 
are dealt with on one basis, and an- 
other are on another basis, and one 
man may get the benefit of the others 
who were in it, they must keep a 
record of it? A.—They do not keep 
a record of the profits from day to 
day. 

Q.—You have a tontine policy? A. 
—Yes, we have had a few. You could 
hardly call them tontine: they were 
ten year policies. 

Q.—Tell me what you did for those 
ten year policies? A.—The actuary 
made up a statement to see what they 
were entitled to, and he decided they 
were entitled to a profit amounting 
to a certain per centage on the prem- 
iums they had paid. 

Q.—What percentage was that? A. 
Fifteen per cent. 

Q.—What year was it that the ac- 
tuary decided that? A.—Well, as they 
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came due, the first year would be 
1902. 

Q.—In 1902 he gave the policies that 
matured in that year what percent- 
age? A.—Fifteen per cent. of the 
premiums paid. 

Q.—Of what each policyholder had 
paid? A.—Yes; these were not ton- 
tine policies. . 

Q.—You have had no policies yet 
on which you have declared divi- 
dends where the survivor takes the 
benefit of the ones who have dropped? 
A.—We have had the five years. 


Q.—What have you done with them? 
A.—We have given them a bonus ad- 
dition of one per cent. at the end of 
five years. At the end of five years 
we were not in a position to pay a 
profit, and deferred it until we were, 
and deferred it seven years, and that 
would be 1899. 


Q.—In 1899 you divided among the 
policyholders entitled to profits at the 
end of five years and were on the 
tontine principle? A.—Yes. 


Q.—Gave them a bonus of what? A. 
—OQOne per cent. on the amount of his 
policy per annum. On a $1,000 poli- 
cy we gave one per cent. per annum, 
or $10 per annum, in addition to his 
policy at the end of five years. 

Q.—What did you do in 1900 with 
the policies that came in then? A.— 
They got exactly the same dividend. 

Q.—1901? A.—The same. 

Q.—1902? A.—The same. 


Q.—Where is the theory about the 
man that survives getting the benefit 
of people dying in his class? Be- 
cause in your policies in 1901, 1902, 
1903 and 1904 you gave them the 
same, without regard to the special 
contingency of each class? A.—wNo, 
the special contingencies of each class 
were taken into consideration. 


Q.—And it came to one per cent.? 
A.—It came so near to it the actu- 
ary decided it was the best plan, and 
that is followed by 90 per cent., well 
75 per cent. anyway, of the old com- 
panies in Scotland and England. It 
works out almost absolutely the same 
as the contribution plan. The con- 
tribution plan keeps an account of 
each policyholder; in other words, it 
charges an arbitrary amount to ex- 
penses, and that arbitrary amount is 
made to equalize it with the bonus 
addition; they come out almost exact- 
ly the same. The bonus addition has 
proved in 100 years to give an 
equitable arrangement to the differ- 
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ent policyholders and be upon a basis 
that cannot be improved upon. 
Q.—You cannot tell on what basis 
Mr. Standon works it so that he has 
an equitable division of the profits 
between these persons in different 
years and different plans? A.—We 
will go into that more fully next year, 
because we have our fifteen year poli- 
cies coming in and that is more com- 
plicated than the five year plan. 


Q.—And whatever he decides to do, 
and whatever you decide to do, the 
policyholder is bound by it, and 
there is no chance for him to show 
he has not been dealt with as you 
promised? A.—No, and if there was 
anything else there would never be 
any profits to the shareholders. 


Q.—I am speaking of what he ex- 
pects and what he might receive? A. 
—And a good reason for it. I have a 
statement here showing the effect of 
the dividends we have paid— 


Q.—We will probably come to that. 
I was going to ask you, to show in 
your original book, where you indi- 
cated there was a five year division 
of profits? A.—Of all the policies on 
page 23. 

Q.—Where is that shown in that 
manual that they are five, ten and 
fifteen? A.—Well, the others are put 
further over, and you will find on 
page 32 ordinary life with a fifteen 
year period. 

Q.—You refer to ordinary life, 
fifteen year limited, tontine period 
per $1,000, and the next year 20° year 
limited? A.—We did not issue them 
longer than 20 year at that time. 


Q.—Show me where the agent had 
in this book anything to A.—AI} 
Canadian companies give a dividend 
on a five year participating policy. 

Q.—I should like to know where it 
is in this rate book. We have the 
fifteen year and twenty year, but I 
want the five? A.—The policy shows 
it is a five year 

Q.—The policy is not the thing 
they have before them? A.—It is 
extended to them when the contract 
is completed. 


Q.—Where is it shown in the book? 
A.—I have not seen it here. I have 
not looked through it. There are a 
lot of things the agent knows that 
are not mentioned in the book. 

Q.—What is mentioned in the book 
he is sure of knowing? A.—He is 
sure of knowing other things. 
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Q.—At the end of the page you say 
“We alsqg give in addition rates for 
fifteen or twenty year or limited ton- 
tine,’’ etc. You do not say anything 
about the five year? A.—Every com- 


pany in Canada issues a five year’ 


participating policy, and it becomes 
so generally known that it is not 
necessary to mention it. 

Q.—Here is what you are saying to 
the agent and through the agent to 
the insured ‘‘And as under a plan 
of this kind profits are materially en- 
hanced by reason of other policies not 
being carried to their maturity, the 
policyholders will receive financial 
value’? etc.? A.—Some of our Can- 
adian companies refused to issue ton- 
tine policies but they all gave a five 
year dividend. That was the policy 
of all Canadian companies. In a later 
manual 

Q.—Are you going to insist on tell- 
ing me something about a later man- 
ual? That would seem to be a very 
good reason why you sold in 1894 only 
25 of the five year plan, as against 
500 on the longer plan, because the 
longer plan is the one you mention 
in your book? A.—Because the agent 
knows about the others. 

Q.—The agent knows what is in 
the book. You were going to show 
me a later'oneP A.—I show you that 
we go into it and explain the divi- 
dend business more fully. When we 
get experience we know a little more. 

Q.—Was it not desirable in the 
early years of your company that the 
profs should be deferred for the 15 
or 20 year term if possible? A.—It 
might be. 

Q.—And was that not the reason 
why it was left out of your rate book? 
A-——No, it was not. 

Q.—Why not? A.—Because we were 
paying a higher commission for that 
plan, and wished to give everybody 
an opportunity to select the plan that 
suited them. If you were weighing 
evidence, I am quite sure I ‘could 
give you a better reason than that 
why it was left out. 

Q.—It is time we got it? A.—It is 
already stated in the evidence, and 
you have repeated it, that we were 
not in a position at the end of five 
years to pay a profit and did not ex- 
pect to. be. 

Q.—It was because it was desirable 
in the young companies to postpone 
the payment that you left it out? A 
—We might not be able to, and the 
chances were we might have to defer 
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it a year or two, and it was made im- 
possible for lus by the Government 
regulation, but we always gave the 
policyholder the full opportunity, and 
we paid a higher commission, and that 
is the strongest evidence, and I think 
it will appeal to you as a _ judge, 
that that is so. Mr. Jardine calls 
my attention to the fact that it is 
explained here, but not definitely— 
‘“‘The company proposes to issue poli- 
cies,’’ etc. (Reads.) This is the five 
year period—‘‘We also give herein 
rates for fifteen and twenty year per- 
iods and other rates for the well un- 
derstood and well known five year poli- 
cy. 

Q.—-Have you any place where you 
mention five years? A.—We distinctly 
left it out because we were advised 
by Mr. Standon, our actuary, that 
we might not be in a position to pay 
a dividend at the end of five years. 

Q.—It was left out intentionally 
for a purpose and because you did not 
want persons to be in a position to 
claim profits inside of five years? A. 
—Yes, that is right. We paid the 
five year dividends. 

Q.—You started out by saying you 
rather encouraged that, and rather 
led the commission to believe that 
you encouraged them from the start 
to believe that you encotrraged that 
sort of policy because you paid a high- 
er commission? A.—Yes. 

Q.—Tell me why you paid a higher 
commission? A.—Yes; because on a 
class that is limited to ten or twenty 
years nearly all the policyholders ter- 
minate their insurance at the end 
of that period, whereas in the five 
year class they do not terminate it, 
but continue it. 

Q.—You were showing me a form 
of contract that had in a certain 
number of payments, with a certain 
number of years for distribution of 
profits, and that applied to the or- 
dinary life, and yet on the contract 
you produce here, made in 1897, the 
part which indicates that on ordin- 
ary life with a 25 year dividend per- 
iod a certain commission is paid, is 
struck out in this form of contract? 
A.—Because we were not issuing 25 
year dividend period on that contract. 

Q.—And the 20 and 15 and 10 is 
struck out, and the 5 is struck out? 
A.—Yes. Well, that was not in that 
form. It was a different form. 

MR. JARDINE: In making a copy 
of that we did not have the printed 
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form that that was made on; so we 
had to make up that. We had to 
mark them off on that form, because 
that is our present printed form; 
that is.why they were marked off. 
MR. TILLEY: Is this printed form 
of contract that you have handed to 
me the printed form, so far as the 
form is concerned, that you had in 
1892 when the company commenced? 


MR. JARDINE: Yes, with those 
words marked out. They were not 
in the contract at all. 

MR. TILLEY: These words. ‘‘Or- 
dinary life’’ were not in the old con- 
tracts themselves? 

MR. JARDINE: No. 


MR. TILLEY: So that you did not 
pay agents originally a higher com- 
mission on a five year distribution 
period policy than you did on a 15 
year distribution policy ordinary 
life? 

MR. JARDINE: Not in the earlier 
years. 

MR. TILLEY: Mr. Brock’s evi- 
dence as to that is incorrect? 


MR. JARDINE: Not entirely so. 

Q.—In the earlier years? A.— 
From the time we have made any dis- 
tinction we have always paid the high- 
er rate. 

Q.—There was no distinction orig- 
inally because you did not let them 
know of the five year policy? A.— 
No, that is not so; every agent of 
the company knew it. 

Q:—In the contract you originally 
had with your agents the agent got 
his highest commission on the ordin- 
ary life plan? 

MR. JARDINE: Yes. 

MR. TILLEY: He got the same 
percentage of commission whether it 
was the five year period, ten year 
period, or fifteen or twenty year per- 
iod ? 

MR. JARDINE: Yes. 

MR. TILLEY: Got it on the or- 
dinary life premium? 

MR. JARDINE: Yes. The ques- 
tion had never come up. 

MR. TILLEY: Because it was kept 
out? 

MR. JARDINE: It was not kept 
out. 

MR. TILLEY : Why not? ; 

MR. JARDINE: It was not consid- 
ered at the time; that question came 
up afterwards. When we had experi- 
ence on the five and ten year policies 
we considered the question whether 
an agent selling a five year dividend 
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policy should not have a larger com- 
mission than a man selling a twenty 
year dividend. There was no thought 
of keeping it out. 

Q.—Then this policy would show a 
lower rate of commission on the twenty 
payment life policy than on the ordi- 
nary life plan, but in reality his com- 
mission would be a great deal more, 
would it not? A.—Not with a young 
company; there would be very little 
difference ; that is ten per cent. higher 
commission on the lower premium; 
there was only a little difference. The 
ten per cent. would quite equalize it. 

Q.—That was when it was 15 and 
45? A.—yYes; that would just about 
equalize it. 

Q.—Then we get back to just the 
point that I thought was the fact from 
the books, and that at that time it 
was not considered advisable, because 
you were a young company? A.— 
What was not considered advisable? 


Q.—To have too early a distribution 
of profits? A.—To fix a period when 
we would distribute profits; at the 
same time we issued the ordinary pol- 
icy with distribution. 

Q.—If a person wanted that, then 
he would get it, of course? A.—Oh, 
yes. Very few wanted it. We did not 
keep it away from anyone, and gave 
all the agents of the company the 
rates. 

Q.—I understand from what you 
have said that there is no distinct 
share of profits apportioned to policy- 
holders and a certain other percentage 
and share to shareholders in your com- 
pany? A.—No. 
me is not the method? A.— 

O. 

Q.—You pay the shareholders what 
you think they should be paid? A.— 
No, we pay the shareholders no pro- 
fits whatever. They have got less than 
the interest earned upon their capital. 

Q.—You pay the shareholders what 
you think they should be paid by way 
of dividend under all the circum- 
stances? A.—Out of the interest ac- 
count on their capital. 

Or 0 tare, Al Ves: 

Q.—You are paying the shareholders 
now at what rate? A.—Twelve per 
cent. Here is the account. 

Q.—On the paid up stock? A.— 
Yes. This account shows the share- 
holders have standing to their credit 


‘yet $53,000 odd of interest earned on 


their capital, over and above any- 
thing paid in dividends. 
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Q.—That is the natural result where 
a company has not been paying any 
dividends, but paying at the rate of 
12 per cent. they will soon catch up? 
A.—No, it will take a very long time. 

Q.—yYou do not in any way appor- 
tion the funds or divide them? A.— 
No. 


Q.—What proportion can you say of - 


your profits earned have you paid or 
allotted to your policyholders? A.— 
So far as the dividend period has ma- 
tured, they have received practically 
all the profits earned. 

Q.—That is to say, on their money? 
A.—On their policies. 

MR. LANGMUIR: Q.—On the ma- 
tured policies? A.—On the matured 
policies only. 

MR. TILLEY: Q.—But there is 
nothing set apart for the unmatured ? 
A.—All of the surplus is set apart. 

Q.—Well, it is there? A.—It is 
there. 

Q.—It is not paid out yet? A.—No. 

Q.—The shareholders have not taken 
it away? A.—No. 
| Q.—It is set as a surplus of the 
company? A.—Yes. 

Q.—Without the company treating 
itself as being under any liability as 
yet for certain profits to the deferred 
policyholders? A.—Quite correct. 


Q.—You have made a short compu- 
tation of the number of policies is- 
sued, showing the number that have 
completed their deferred dividend 
period? A.—Yes. 

_ Q.—And out of 111 policies issued 

in 1894 on a ten year period plan, 53 

or 48 per cent were in force and re- 

ceived the dividend in 19042 A. 
es. 

Q.—Of 58 policies on the five year 
plan, 47, or 80 per cent. were in force 
and received the first dividend? A.— 

es, 

Q.—Then there are 47 of the five 
year plan, or 80 per cent. remaining 
at the end of the first period of five 
years. and of those 47 there were 22__ 
A.—No, of the 23 there were 22 


Q.—The 23 you gave me was for the 
first period? A.—Yes, only one 
dropped out of the first five years, and 
only one in the second five years of the 
1894 class. ; 

Q.—You divide it into two classes, 
covering ten years? A.—They give 
one dividend at the end of five years. 
Here is a list of the names and the 
amount of dividend, and the effect of 
it upon the premium, showing that it 
reduced the premium below the net 
cost of insurance. 
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Q.—That would be very interesting 
if we could show how these policyhold- 
ers were dealt with as compared with 
the other policyholders who have not 
yet had their policies fall inP A.— 
Our surplus shows that. To any ac- 
tuary it is pérfectly clear. 


Q.—We will see what Mr. Standon 
says in his reports on that subject? 
A.—We will be glad to see what Mr. 
Dawson says. 


MR. PATTERSON : Q.—Practically 
they are all tontine policies? A.— 
You might call it so. 


Q.—The man who dies at the end of 
four years gets no profits? A.—No. 


Q.—He must live out the period of 
five years? A.—Yes, that is custom- 
ary with English companies and every 
Canadian company with one excep- 
tion. One company did give an an- 
nual dividend policy, - and it was 
found to be unsatisfactory and it was 
stopped. They give profits if he dies 
at the end of five years or six or 
eight years, but it is held there is no 
profit worth dividing within five 
years. 


MR. TILLEY: Q.—That is by rea- 
son of the high cost of the new busi- 
ness? A.—Yes, and the high reserve 
the Government required to be put 
uD. 

Q.—Should the policyholders that 
are insured in the year 1906 in your 
company ,bear their fair share, as. 
between themselves, of any extra ex- 
pense you go to in that year, or 
should that be put over policyholders 
that are already in the company and 
policyholders that subsequently come 
into the company, just_as general ex- 
penses? A.—Well, the whole matter 
would be considered if there were 
some extraordinary expensive business 
in a certain year; owing, for instance, 
in the United States, to the investi- 
gation over there it might be con- 
sidered that was a lean year, and have 
its effect upon all the policyholders. 


Q.—Do the companies not have per- 
iods during which they are organizing 
and getting started with the business - 
where the expenses are higher in pro- 
portion than after they get their field 
established? Don’t vou experience 
thaty A.—yYes, a certain amount. 


Q.—That is the difficult part in in- 
surance business? A.—It is not very 
difficult for this reason: that all the 
policyholders receive advantage from 
that organization, whether they enter 
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at the time of the organization pre- 
viously or subsequently. 

Q.—Then your opinion would be 
that that should be a general charge 
against the company by way of ex- 
penses, and it should not be kept as a 
charge against the particular policies 
of that year? A.—I think it should 
be to a large extent. It might be 
advisable to divide it and charge a 
part of it, and charge a part of it to 
other expenses. It has been said that 
if you put 100 actuaries to divide up 
profits that there will be a slight vari- 
ation in every case, although they 
will come pretty closely together in 
their division, and I suppose that is 
true of everything else. Take 100 
real estate agents in Winnipeg and 
get them to value a piece of property, 
the chances are you will get 100 valu- 
ations. 

Q.—That will be a little different 
from an actuarial calculation? A.— 
Yes. Where you get a calculation as 
to how much it will cost to do. busi- 
ness there is no absolute mathematical 
form. It must be done by judgment 
and experience. 


Q.—Will you tell me the rate of 
dividend that your company has paid 
from time to time to its shareholders? 
Have you got it there? A.—Here it 
is in this calculation. 

Q.—You did not pay any dividends 
at all, of course, for some years, up to 
the year 1900? A.—For the first 
seven years. 

Q.—And the dividend you  com- 
menced paying was what? A.—Six 
per cent. , 

Q.—And that ran at six per cent. 
in 1900 and 1901: then eight per cent. 
in 1902? A.—yYes. 

Q.—Nine per cent. in 1903, and 
then combination in 1904 of 15 on the 
old and 10 on the new— A.—No, no. 

Q.—Which resulted in about ten 
per cent. all round? A.—No, it was 
not a combination. as you put it: it 
was for the period that the moneys 
had been paid in. 

Q.—That is the ten per cent.? A. 
—It was the same dividend paid on 
the whole stock. : 


MR. LANGMUIR: Q.—Was it for 
the full year? A.—No, not for the 
full year. 

MR. TILLEY: Q.—What part . of 
the vear? 

MR. LANGMUIR: According to 
the nayment, I suppose? A.—Yes, ac- 
cording to the time the payment was 
paid in: the money was only called 
towards the end of the year. 
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MR. TILLEY: Q.—You say in the 
year 1900 six per cent. on $100,000: 
1901 six per cent. of $100,000: 1902 
eight per cent. on $100,000: 1903 nine 
per cent: 1904 fifteen per cent. on 
$100,000. Originally the issue of 
stock was $100,000, and ten per cent. 
on additional $150,000 of stock, mak- 
ing $9,000, etc. Therefore the total 
dividends for 1904 was $24,000 odd? 
A.—It was the same dividend to all, 
but there was a half yearly dividend, 
and the first half year was at ten 
per cent.— that is a mistake if that 
is the way it is there. 

Q.—That is the way it is here? A. 
—Then it is a mistake. We will bring 
the dividend to you. 

Q.—You say that is not correct? 
A.—Yes. 

Q.—But you see what led me to make 
the statement I did? A.—Yes. 

Q.—We will correct that at a con- 
venient opportunity, but we will not 
bother with it further at the present 
moment. In what year did you in- 
crease your stock under the power 
given to you? I think the by-law was 
passed in February, 1903? A Yes: 

Q.—How long before that had you 
decided to take that step? A.—When 
the resolution authorizing it was 
passed by the shareholders. 

Q.—That was February, 1903? A. 
—Yes. 

Q.—How long before that had you 
directors had it in your minds as a 
thing to be accomplished? A.—A few 
months. 

(Q.—You had then a capital stock 
of $100,000 paid up? A.—Yes. 

Q.—Being 25 per cent. on $400,000? 
A.—Yes. 

Q.—Had you considered the advisa- 
bility of increasing the capital stock 
more than say six months before that 
resolution was passed in 1903? A.— 
I do not know just how long we had 
considered it. 

Q.—In 1902 you had paid a divi- 
dend of 8 per cent. on the capital? 
A.—Yes 

Q.—That would indicate to some 
extent that you had reached a period 
when you thought a good fair divi- 
dend could be paid? A.—Oh, yes. 
We were gradually increasing it as 
the circumstances of the company 
would justify. 

(.—And you had gone from six per 
cent. in 1901 to eight per cent. in 
1902, indicating a belief that tHe 
company’s position warranted an in- 
crease to that extent? A.—Yes. 
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Q.—Will you tell me, if the com- 
pany was in that positiov, why you 
increased your capital stock? A.— 
Yes; because we felt that it would 
increase the strength of the company. 
Other companies had found it advis- 
able to do so, to increase their 
strength to increase their surplus and 
their capital, guaranteeing the secur- 
ity. 

Q.—On what basis had you been 
valuing your policies for the purposes 
of the reserve fund? A.—Four per 
cent. from the beginning, from the 
time the company started. 

Q.—Then after the year 1900 you 
valued the new policies? A.—At 33 
p2r cent, 

Q.—Continuing to value the old 
policits at 4 per cent.P? A.—Yes. 

Q.—ls that practice still in vogue? 
A.— -Yes. 

Q.—So that you have not changed 
the basis of your computation of 
reserve fund? A.—No. 

MR. LANGMUIR: Q.—Prior to 
1900? A. Yes. 


MR. TILLEY: Q.—When I say 
changed the basis of your computa- 
tion of reserve, the change in 1900 
was compensated for by the change 
in premium, because you computed it 
on a change of basis? A.—No. 


Q.—Then on the same premium you 
made a somewhat larger reserve? A. 
—On the new business. 

Q.—Have you changed your prem- 
iums since that time? A.—Slightly. 

Q.—To meet that? A.—-Yes. 

Q.—When did you make that up? 
A.—-About four years ago. 

Q.—About 1901 or 1902? A.—1902. 

Q.—So that shortly after the Act 
was passed, or within a year or two, 
you changed your method of comput- 
ing the premium? A.—Yes, we com- 
puted it on the 33 per cent. basis, 
instead of the 4 per cent. basis. 

\J.—I suppose there was not much 
money required at that time for re- 
serve; you could not say the capital 
was called up for an additional re- 
serve, or could you? A.—No; it was 
not called up for an _ additional 
reserve. 

Q.—What surplus money had you in 
the hands of the company at that 
time, at the end of 1902? A.—Inelnd- 
ing our capital stock. we had $226,- 
508.45. 


Q.—It had started with the usual 


impairment, I supposeP A.—Yes. 
Q.—That is of necessity; not hav- 
ing asked for a premium on your 
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stock under present conditions, you 
had to pay out part of your capital 
in order to put up the reserve and 
get the business started? A.—Yes. 
The first lead pencil we bought gave 
us an impairment, and the Govern- 
ment does not allow us to charge that 
as preliminary expenses. All those 
expenses have to come out of the first 
year’s expenses. 

Q.—I want on the record what your 
preliminary expenses of organization 
were? A.—It depends entirely oa 
what you include in _ preliminary 
expenses. 

Q.—Give it to me and how yon 
compute it—I mean your organization 
expenses? A.—Thbis is a statement, 
of it. 

Q.—You have given me a memo 
showing that the amount of $3,981.56 
was paid for organization expenses? 
A.—Yes. 


Q.—Does that include everything 
that was paid in the shape of expen- 
ses and getting the stock subscribed 
and prospectus out and charter and 
that sort of thing? A.—The names 
of all the parties are there. 

Q.—The names of the persons to 


whom the money was paid is here? 
A.—Yes. 


Q.—That covers what a company 
would usually describe as its organi- 
zation account? A.—Remember, we 
were not fully organized; we had only 
been a few months in business when 
that was made up. There would be 
special work to do after that. No 
company is ever through organiza- 
tion, but we had only _ established 
ourselves in the west. We had to go 
next year to Quebec and another year 
to the Maritime Provinces. 


Q.—This statement is exactly what 
I wanted; that is just getting the 
company started? A.—Our first 
organization expenses. 

Q.—And not in extending your busi. 
ness? A.—wNo. 

Q.—Have you a memo from. whic 
you can tell me how your impairmenc 
ran in the earlier years? A.—We 
can tell you from the blue book. 

Q.—In what year did you have an 
impairment? Up to the end of 1897? 
A.—Yes. 

Q.—I suppose you had an impair- 
ment each year up to that time? A. 
—Yes. 

Q.—In 1903 it was $17,000 odd? 

—Yes. 


Q.—1894 about $30,000? A.—Yes. 
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Q.—1895 about $14,925? A.—Yes. 

().—What served to reduce the 
amount of that impairment between 
the years 1894 to 1895 from $30,900 
to $14,925? Anything specialP A.— 
Profits of the business. 

Q.—You had turned from increas- 
ing impairment to diminishing it? 
A.—Yes. During those years we kept 
the amount of our business down and 
did not increase it, 


Q.—And some plans of insurance 
you adopted were evolved for the 
purpose of— A.—Yes, the term poli- 
cies. 


Q.—In 1896 it was $6,000; 1897, 
$5,000; 1898 you change to a surplus 
on the other side? A.—yYes. I 
might be allowed to explain that some 
years before that we had a surplus 
on the Dominion Government stan- 
dard of a 44 reserve, and in copies 
ot the blue book you will see the 
Superintendent of Insurance puts in 
the Dominion Government reserve as 
well as ours, so that we had a reserve 
some years before it is shown there. 
We had it on a more stringent basis 
than to-day. 


Q.—You valued it on a 4 per cent. 
basis instead of 44 as the Government 
allowed; so you put an impairment 
on yourselves? A.—Yes. 


Q.—In 1898 it was $10,000; in 1899 
it was increased. In 1900 it was 
$46,000; 1901, $71,000; and 1902 
about $126,000, all without taking 
into account the capital stock, which 
would be treated as a— A.—Don’t 
forget that during all those years the 
interest earned on the capital stock 
was not paid out to the shareholders. 

Q.—We have dealt with that? A. 
—I am applying it to this. 

Q.—That is the fact, that there was 
no payment made to them? A.— 
When the stockholders commenced to 
make up a statement from their own 
standpoint it is a little different from 
that of the policyholders. They charge 
interest on their own capital. 


Q.—In 1903 there was a‘surplus of 
$223,963.08. That would be as the 
result of bringing in the new stock 
at a premium? A.—Yes. 

Q.—In 1904 $290,000, and 1905 
$362,000. Taking those years as I 
have read them, that indicates to you 
that in the year 1902 at the end of 
that year, your company needed new 
capital to strengthen it less than it 
had ever done before? A.—If we 
were satisfied to continue doing busi- 
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ness away from the chief centres of 
Canada, yes. 

Q.—What do you mean by chief 
centres? A.—The cities of Toronto 
and Montreal, and these large towns 
where large policies were placed. We 
tound it practically impossible as a 
small new company, with small capi- 
tal, to get business where it could be 
got more cheaply from one stand- 
point in larger amounts, A medical 
examination for $5,000 costs $5, and 
for $1,000 costs you $3; so that in 
q@ne case you are paying $15 for a 
medical examination and in the other 
case $95. 

Q.—You are holding out the west 
as the place to get policiesP A.— 
Small policies. 

Q.—They are more expensive to 
youP A.—Yes, the $1,000 policies 
cost us more than the larger policies. 

Q.—That is not offset by the bene- 
ficial mortality? A.—I think it is. I 
think it just about equalizes it, that 
the farm population—I think every 
actuarial report goes to show that 
their average duration of life is suf- 
ficiently greater to justify us in spend- 
ing a little more money to get those 
$1,000 applications from farmers. 


Q.—Did you receive any statements 
from agents that you needed more 
capital? A.—We had a great many 
of them urging us everywhere to in- 
crease— 

Q.—Could you turn up some of those 
letters for me? A.—Yes. 

Q.—I would like you to turn them 
up? A.—You must remember this, 
that I am on oath and giving you the 
statements. 


Q.—I hope you remember it? A.— 
And I hope you will not forget it, as 
you appear to sometimes. These state- 
ments were made to me. I was the 
superintendent of agencies of the com- 
pany as well as manager. I appointed 
nearly every agent. I met them per- 
sonally, from Halifax to Vancouver. 
I crossed the continent twice to three 
times a year and met all our branch 
managers, and discussed with all our 
agents. 

Q.-—-You may have got it verbally 
instead of by letter? A.—Yes, in 
most of those cases they would discuss 
it with me, rather than by correspond- 
ence. 

Q.—Do you find policyholders do not 
regard it as a distinct advantage that 
the company they are going into, so 
long as it is solvent, has a small capi- 
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tal stock? A.—What they think more 
of is the actual dividend they get. 

Q.—Does that not, in the view of 
the policyholder, affect his dividend? 
A.—Not necessarily. 


Q.—Are you telling me now the view 
of the policyholder or your own view? 
A.—You asked me the view of the 
policyholder, 

Q.—That is what I want? A.—As- 
sume he is an intelligent man— 


Q.—Assuming he is just what he is? 
A.—An unintelligent and an intelli- 
gent man will consider it differently. 


_ Q.—You are catering now to policy- 
holders. I want to know as the man- 
aging director of your company, cater- 
ing to the policyholder, or the insur- 
ing public in Canada, is it looked up- 
on by them as something in their in- 
terest that there should be a large or 
small capital stock so long as the com- 
pany is solvent? A.—I have never 
heard that question brought up just 
in that way. The amount of the capi- 
tal in any of the companies is so very 
smal] in proportion to the other funds, 
so long as it does a good business, 
whether the capital is $100,000 or 
$150 ,000— 


Q.—Don’t you think having reached 
the stage you did, that the capital 
stock was becoming of little import- 
ance, considering ‘the years when it 
was of importance? A.—I considered 
it of great importance and _ recom- 
mended the Directors to increase our 
capita] stock, and call it up at a prem- 
ium, 

Q.—When? A.—At the time it was 
done. 

Q.—Why did you not urge that 
when the company was in need of it, 
and before it might have been re- 
garded as a fair certainty it would be 
getting 8 and 10 per cent., as you are 
now getting? A.—Because it would 
be impossible to get the money in 
Manitoba at that time. We had a 
great deal of difficulty in placing $100,- 
000 of cash capital in this company, 
and some of our wealthy men who 
agreed to take it up did not take it 
up. 

Q.—You got the stock in and got 
the company started with $3,000 or 
$4,000 expense. By comparison one 
would say that it must have been fair- 
ly easy to get stock subscribed? A.— 
It was very hard to get the stock sub- 
scribed—very hard to raise the money. 

Q.—How long were you getting it? 
A.—About 6 months. 
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Q.—Do you say you could not get 
capital subscribed during those years, 
or feared you could not? A.—Could 
not get it subscribed by people we 
wanted to have control the company. 

Q.—Whom did you want? A.— 
Western people. 

Q.—You could not get it subscribed 
in the western country? A.—No. 

Q.—Why? A.—In the first place 
because we could not promise them 
any dividend, and secondly, because 
money was very scarce. 

Q.—Is it a fact that when you got 
the additional capital that you were 
in a position to assure them of good 
dividends? A.—From that time our 
business increased very rapidly. 

Q.—When you got that stock sub- 
scribed you were in the position to 
assure them of good dividends in the 
future? A.—'I'hey would have to use 
their own judgment about it. 

Q.—Were you in a position to @s- 
sure them about that? A.—No. 

Q.—Did you not make any state- 
ment as to what the company would 
pay by way of dividends? A.—Not 
that I recollect. I do not think the 
matter was ever discussed. 

Q.—I think you were good enough 
to give me a letter written at the time 
the second issue of stock was made? 
A.—Yes. 

JUDGE MacTAVISH: Was it the 
second call on the stock? A.—No, 
We had a right to increase our stock 
from $400,000 to a million, and we did 
so, calling up the same amount on the 
new stock as we called on the old, 25 
per cent. 

Q.—That 25 per cent. is all you have 
called on this stock? A.—Yes. 

Q.—And you have the liability there 
for the remainder? A.—Yes. 

MR. TILLEY: Q.—Then Mr. 
Brock, you issued two circulars, one 
of June Ist, 1903, and the other of 
July 18th 1903, to your shareholders 
regarding the new stock? A.—Yes. 

Q.—That was not an additional call 
on the old stock? A.—No. 

Q.—But was a new issue of stock? 
A.—Yes. 

Q.—If you wanted the money in the 
company merely, why not make a call 
on the old stock? A.—We did not 
want the money merely. We wanted 
the additional strength the capital 
would give us. 

Q.—Besides the surplus you had in 
the company, you had 75 per cent., 
or $300,000 of a liability on your 
shareholders at that time? A.—Yes. 
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Q.—And you wanted to preserve 
that liability intact and create a larger 
fund in addition, with a further lia- 
bility on the shareholders? A.—Yes. 


Q.—At a time when you knew the 
liability on the shareholders meant 
absolutely nothing? A.—Im our opin- 
ion, but not in the opinion of the 
people we were doing business with. 


Q.—And you regarded that as good 
advertising ? A.—Yes, with the people 
we were doing business with. 

Q.—Show me that circular you is- 
sued advertising that fact? A.—We 
issued it on the annual statement. 


Q.—To whom did that go? A.—To 
every policyholder and shareholder of 
the company. 

Q.—How would it be shown on the 
annual statement? A. In the Di- 
rectors’ Report. 


Q.—Was it referred to in the way of 
notifying them that a certain amount 
of new stock had been issued, or was it 
simply changing the figures? A.—No, 
we explained that we found it advis- 
able to increase the stock. 


Q.—Would that be in the state- 
ment in the same year? A.—Yes, in 
that statement I think. 


Q.—What year? Did you accept 
notes from the original shareholders? 
A.—No. Cash paid in every instance. 


Q.—No negotiation of notes in order 
to show cash? A.—No, everybody 
paid the cash. | 


Q.—And paid the cash before the 
stock was allotted? A.—Yes. Well, 
we allotted it subject to the payment. 

_Q.—And no certificate was given to 
him? “A.-——No! 

Q.—And he was not treated 

\ : as a 
ey until he paid the money ? 

Q.—The allotment was conditio 

nal? 
A.—Yes. The resolutions were nea 
pared by our solicitor. 


Q.—No forfeiture for non-payment ? 
A.—No. There were applications re- 
ceived that never were completed. 


Q.—I notice that. I will put in as 
exhibit 393 copies of these two circu- 
lars of June Ist and July 18th. Did 
the shareholders for the most part 
take an equal amount with their pre- 
sent holding? A.—Almost, with ex- 
ceptions. There were a few exceptions. 

Q.—Can you tell me how far short 
of the $400,000 it fell? A.—Well, a 
few of them assigned their right to 
take these shares to other sharehold- 
ers. 
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Q.—To directors? A.—I do not know 
about that. It was a very small 
amount, 

Q.—Did you have any transferred 
to youP A.—No. 

Q.—Or for your benefit ? A.—I would 
not like to say if there were any. 

Q.—I wish you would tell me? A. 
—I have no recollection of it. I will 
look that up. 

Q.—Can you not tell from the share- 
holders’ list? A.—I think I could 
find out—yes, I could find out by com- 
paring the list who took them out. 

Q.—Were they assigned to you? A. 
—Some assigned to me. 


Q.—Under an arrangement made 
previously? A.—No. 

Q.—You bought it after A 
After they had the right. 

Q.—You bought their rights? A.— 
Yes. 

Q.—<And then the stock was issued 
in their name and transferred to you? 
A.—Yes. 

Q.—Did you pay for that right ? 
A.—Yes. 

Q.—How much did you pay— A.— 
It was not always uniform. I remem- 
ber one shareholder was paid as high 
as 140. 

Q.—The shareholder getting it at 
the basis of 125? A.—Yes, that was 
the largest item of any. Lieutenant- 
Governor McMillan bought them from 
the Hon. George Bernier, and Mr. 
Marsh of Regina bought Col. White’s 
1502: 

Q.—How much did you buy? A.— 
Very few; probably 40 or 50 shares. 

Q.—What price did you pay? A,— 
Different prices. 

Q.—As low as A.—10 per cent. 
over the issue price. 

Q.—And as high as A.—I do 
not think I bought anything over 140. 

Q.—The directors must have regard- 
ed that as a good investment? <A.— 
The fact that they took them up right 
away indicates that. 

Q.—It rather indicates that the 
shareholders thought that if you could 
for the moment leave out the immense 
advantage to policyholders, that it 
was a pretty good thing for the share- 
holders too? A.—TI should imagine so. 

Q.—The shareholders are now get- 
ting 12 per cent. dividend? A.—Yes. 

Q.—I suppose it is not in any way 
indicative of what your ultimte am- 
bition is in regard to shareholders? 
A. That would depend entirely upon 
what profits the company makes. 
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Q.—I suppose it would be rather 
difficult to pay much larger dividends 
than 12 per cent.P? A.—How do you 
mean? As we have taken no profits 
heretofore, and if we take a share of 
the profits in the future 

Q.—Yes, make it continuous. It 
would be rather an objection to your 
company that you were paying out 
so much money to shareholders? A.— 
No, there are some English companies 
paying 100 per cent., and they are the 
safest and best companies in the world. 

Q.—On their original capitalP A. 
—Yes. They take a limited share of 
the profits, but their capital is very 
small in proportion to their funds. 


Q.—Was it not regarded by you and 
the directors as a feasible thing to in- 
crease the capital so that the dividend 
would appear smaller? A.—No. 

Q.—That was never discussed? A.— 
No. 

Q.—Not between you and any other 
director? A.—No. Not for any other 
reason than that which I urge as to 
the increase of capital. Some were 
opposed to it and did not want to is- 
sue additional capital, and I discussed 
the matter with our agents, and some 
of the agents discussed it. I see one 
agent who was representing our com- 
pany in the audience just now. He was 
superintendent of agencies, and he 
came up and with others urged very 
strongly the increase of capital to 
strengthen the company, and a re- 
duction in the cost of getting business. 


Q.—How? A.—Because a canvasser 
can do more business if he has not got 
to explain that his company is strong 
and solvent. If he has first to con- 
vince the customer that his company 
is good and solvent before he can do 
business it is a disadvantage, 


Q.—It is odd that a _ shareholder 
should wait until the thing seemed to 
be so good that they are able to pay a 
premium to persons for the privilege 
of taking up their stock? A.—You 
would not suggest a company would 


issue its shares when no person would - 


take them. It would be rather a thick- 
headed Board of Directors who would 
do that. 

Q.—You thought you would have 
difficulty in getting it placed before 
thatiriivAc—y es: At times I bought 
them at par just simply to prevent 
them being advertised in the news- 
papers. ; 

Q.—You bought between 200 and 
400 shares at times from the other 
shareholders ? A:=Y6s, We had 
some shares of the Great West Life 
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advertised for sale, and I applied for 
them, found out who it was, and pur- 
chased them, and some companies in 
Toronto advertised in the papers some 
of the new companies there, and if the 
directors are really interested in the 
success of the company they will pur- 
chase them to take them off the mar- 
ket. It is a serious blow to the com- 
pany. 

Q.—You bought them and sold them 
as soon as you could? A.—i sold 
them. 

Q.—You bought and sold over 300? 
A.—Yes. 

Q.—You made a transaction that 
brought other shareholders into the 
company? A.—Yes. 

Q.—In lieu of some that dropped 
out? A.—Yes. 

Q.—At a loss or profit to yourself? 
A.—At a loss, I think, over the whole 
transaction. I bought some and held 
them for a year or two and soid them 
at the same price. That is at a loss. 

Q.—That is when they were not 
paying dividends? A.—I transferred 
a lot of shares to J. Herbert Mason, 
and made a loss on ‘them, and my 
transactions showed a loss to me. 

Q.—How many to Mr. Mason? A. 
—I cannot remember how many just 
now. 

Q.—Your original stock-holding is 
200°? A.—No, 100 originally I think 
—yes 100. 


Q.—You have indicated now how 
$8,000 of capital stock was disposed 
of, have you not? A.—Yes. 

Q.—How was the other $200,000 dis- 
posed of? A.—It was issued at a 
premium of GO per cent. 

Q.—With a 25 per cent. call of capi- 
tal and premium? A.—Yes, at $40 
a share, with 25 per cent. called up. 

Q.—Was it decided to issue it at 
that premium at the same time that 
you issued to the other shareholders 
at 125? A.—No, we first issued the 
others to see if it would be taken. 
Tf it had not been been taken up free- 
ly we would not have issued any more. 

Q.—Had you decided to issue that 
160 if the first went off all right? A. 
—Yes, that is my recollection, but if 
it did not go off we would be in a 
position to withdraw. 

Q.—Did you take any at 160? A.— 
T do not think I did. 

Q.—Did the Directors take any at 
160 Pha Yes: 

Q.—Then the upshot was that you 
increased from 100 originally to $9,- 
600 of stock, did you not? A.—No, I 
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never had more than 194 _ shares. 
That is the most I ever owned. 

Q.—Did you get more than a dupli- 
cate of the number of shares that you 
held? A.—No. I unfortunately parted 
with some of my shares so as to inter- 
est people in the company. 

Q.—You did not buy this new issue 
of stock to increase yeur own holding 
out of proportion to the other share- 
holders? A.—No, I was holding com- 
paratively few at the time, not nearly 
my original holding; so 1 got com- 
paratively few at 125. 

MR. TILLEY: Can you tell us how 
that is Mr. Jardine? 

MR. JARDINE: Mr. Brock’s largest 
holding is 196. He has that at the 
present time. 


MR. TILLEY: How many had he 
at the end of January or February, 
1903. 

WITNESS: How many did I get 
on the 25 per cent. basis? 

MR. JARDINE: He had 30 shares. 

MR. TILLEY: Before the new 
agreement? 

MR. JARDINE: Before the new 
agreement. 

MR. TILLEY: Then by the new 
allotment he got 30 more. 

MR. JARDINE: Yes. 

MR. TILLEY: How did Mr. Brock 
get the rest? 

MR. JARDINE: Just by purchases 
since. 

WITNESS: I purchased them at 
various times since. 

Q.—From whom? A.—From RR. 
Wilson-Smith of Montreal, the larg- 
est single purchase. 

MR. TILLEY: Has Mr. Brock not 
purchased any since? 

MR. JARDINE: No. 

Q.—From your account in the 
stock ledger it appears you had 30, 
and you got 380 new shares, making 
60, and since then you bought from 
time to time during 1903, but prin- 
cipally, in fact entirely, in the months 
of November and December, 1903, you 
bought shares to bring it up to 196? 
A.—No, not entirely. Some of the 
shareholders who did not wish to take 
up their shares gave them to me. 

Q.—You got 40 in January? A.— 
Yes. 

Q.—Other than that it was Novem- 
ber and December, 1903? <A.—Yes. 

Q.—Your increase was with respect 
to shares of shareholders who did not 
want to take them un? A.—Largely 
yes, and I bought from some after 
they had taken them up at a prem- 
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ium. I think the principal item is 
R. Wilson-Smith. 

Q.—The highest you paid was at 
the rate of about 140? A.—Yes. Af- 
terwards I paid 160 for the last 40— 
no, 187 Mr. Jardine tells me. 

Q.—You paid at the rate of 187 in 
1904? <A.—Yes. 

Q.—January, 1904, you were pay- 
ing 187 for the stock—to whom—that 
last 40 shares? A.—Miss Dick. 

Q.—Was she wanting to sell? A.— 
Yes 

Q.—You paid 187, and the company 
was the year before increasing its 
capital stock, and issuing stock to 
shareholders? A.—Yes. 

Q.—At 125? A.—Yes. 

Q.—Did you adopt the principle of 
bonusing your agents? A.—We did, 
bonus the agents at times. 

Q.—At what times? A.—Usually in 
the months of July and August, what 
we called the hot weather compensa- 
tion. 

Q.—In November and December? 
A.—No, we never give bonuses at the 
end of the year. 

Q.—What bonuses do you give? 
A.—It varies. We give a cash prize 
sometimes to some of them, and an 
extra commission sometimes. 

_Q.—Where is the bonus that you 
give referred to in your minutes? 
oP is not referred to in the minutes 
at all. 


Q.—Is it decided upon by the Exe- 
cutive? A.—The first bonus we gave 
was a gold watch valued at about 
$125. 

Q.—Under what conditions was it 
given? A.—It was given to the local 
agent who wrote the most of the 
business during the months of July 
and August, and it was won by our 
agent at Rat Portage, Mr. Kyle, who 
got the gold watch. 

Q.—What next did you do? A.— 
Well, I really do not remember. 
Sometimes for years we have not 
given bonuses, and sometimes we give 
them. There is no regular system. 


Q.—What is the largest bonus you 
have given? A.—Well, I could not 
tell you. 

Q.—Give me some idea of what 
your bonus system means? A.—There 
is no bonus system. It is spasmodic. 

Q.—Give me some idea of the 
spasms you go through? A.—In hot 
weather we have spasms sometimes. 

Q.—What do you do? A.—And we 
try to get our agents to work during 
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a period when perhaps otherwise they 
would have a vacation. 

Q.—What do you do? A.—I can- 
not remember the terms of it. 

Q.—Have you a copy of any circular 
you issue? A.—Yes, I can produce 
one. 

(y.—Of the different years? A.—I 
do not suppose I could of all the dif- 
terent years. If I hunted ur i might. 

MR. TILLEY: Have you copies of 
the different years circulars, Mr. 
Jardine? 

MR. JARDINE: Oh, I think we 
have. 

Q.—Does that system of bonusing 
agents not conduce to writing busi- 
ness that passes off the books quickly? 
A.—Not with the safeguards we try 
to put around it. 

Q.—Will those safeguards be shown 
in the circular? A.—Yes. We are 
careful to whom the bonus applies, and 
we will check it carefully. The bonus 
is not sufficient to make them give 
away anything, but to try to induce 
them to work at a time when they 
would not otherwise work. We give 
it to agents whose whole time is not 
devoted to our business, and in that 
way we try to get them to devote a 
portion of the time to our business 
when they would probably take a 
holiday, or work at something else. 

MR. KENT: Q.—Like to-day. A. 
—Yes, like to-day. This is July, and 
we try to get them to shorten their 
vacation. 

JUDGE MacTAVISH: Q.—Did you 
succeed? A.—yYes, it worked satis- 
factorily. I might explain that in 
that first instance it waS hardly a 
bonus given by the company, because 
I gave the watch myself. It was not 
paid for by the company. 

Q.—Have you continued to give the 
bonuses yourself? A.—No, since that 
I have not given them myself. 

Q.—The company has given it? A. 
—Yes. . 

Q.—Does it not tend to induce 
agents to rather press unduly for 
business to get this bonus? A.—If 
you give them to agents who are de- 
voting their whole time to the busi- 
ness, I think it does, and we leave 
them out. 

Q.—Your idea is to give’ it to 
agents who are only giving part of 
their time to it? A.—yYes, to local 
agents who are giving part of their 
time to other business, perhaps fire 
insurance. 

Q.—Otherwise it might lead to re- 
bate? A.—Yes. 
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Q.—Which you regard as an evil? 
A.—Yes. 

Q.—Does your company rebate? A. 
—'lhe company have never rebated. 

(.—What do you mean. by ‘‘re- 
bated’? A.—The same as you do. 

Q.—I would like to be clear on it? 
A.—That is giving a commission to a 
policyholder that would make his 
premium different from that of other 
policyholders of the same class. 

Q.—Have you never issued any cir- 
cular to policyholders offering any 
concession? A.—Yes. 

Q.—Would you let me see that cir- 
cular?  gAt-aT his ain pce 

MR. TILLEY: This is a circular 
headed Great West Life Assurance 
Company, Winnipeg, Manitoba, with 
the year left blank. What year was 
this issued in? 

MR. JARDINE: 1903. 

MR. TILLEY: What month? 

MR. JARDINE 19th March, 1903. 

MR. TILLEY Was it sent out to all 
policyholders? 

MR. JARDINE: Yes, and only to 
poticyholders. 

MR. TILLEY: Was it sent out, 
more than once? A.—-No, only once. 
MR. JARDINE: Just applied for 
two weeks. 

MR. TILLEY: The circular reads 
as follows: 

‘Dear Sir: In view of the unequal- 
led success of the business during the 
ten years just completed, it has been 
decided to give our present policy- 
holders an opportunity to increase 
their insurance with us, and to allow 
them a discount of one-third off the 
first premium. The rate of premium 
at your age (blank) years next birth- 
day on the (blank) plan is $ (blank) 
per one thousand per annum. ‘The 
above offer will only hold good pro- 
vided the enclosed application form is 
completed and received here before 
the end of March. If,vou do not wish 
to increase your insurance you may be 
able to give us the names of some 
parties from whom it would be ad- 
visable to solicit insurance, and a 
space on the application form is left 
for these parties. Yours sincerely, 
J. H. Brock, General Manager.’’ 

Q.—That was sent out to all policy- 
holders? A.—Yes. 

Q.—And vou do not call that a re- 
bate? A.—No, I do not call that a 
rebate. 

Q.—What do von call that? A.— 
An additional dividend—a dividend to 
our policyholders. 
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Q.—It gave them the opportunity 
to take new insurance? A.—To take 
new insurance. 

Q.—At a third less than the ordin- 
ary rate? A.—At a third off the first 
premium. 

Q.—For the first year? A.—Yes. 

Q.—And you say because you offer- 
ed it to all your policyholders that 
therefore it took it out of the class 
oi rebate? A.—Yes. 


Q.—And in the same way if you 
repeated that offer every year, and 
kept on making the offer, you would 
say that that would not be a rebate 
at all? A.—If it were offered to all 
the policyholders under all the cir- 
cumstances, no» it would not. It 
would not injure any polityholder 
whether he was a new policyholder 
or not. 


Q.—That was issued to every person 
who was on your books? A.—Every 
policyholder who was on our books. 

Q.—If a certain person did not 
care to take any insurance, or could 
not afford to take any insurance, he 
would have other’ persons being 
brought into the company without 
paying the full premium? A.—Yes, 
he would have business being brought 
ia. 

Q.—At less than the proper prem- 
ium?P A.—At less than cost, so that 
the man who did not take insurance 
benefits just as well as the man who 
did. 

Q.—So long as you get’ the insur- 
ance at less than what it costs the 
company, the policyholder _ benefits? 
A.—Yes, and the other policyholder 
is benefitted, because the business of 
the company was increased at less 
than the normal cost. 


Q.—So that if I come to your com- 
pany to-day, and say I present my- 
self for insurance, and I will take 
out insurance providing you give me 
a third off the first premium, that 
would be less you would have to pay 
an agent to get my policy? A.—Yes, 
but it would not be fair to give to 
you alone. 


Q.—-Why not be fair to give it to 
me on the principle you have applied 
that it is a saving to the other policy- 
holders? A.--If it were offered to 
all the other policyholders it would be 
all right. Otherwise it would be giv- 
ing the other parties who applied for 
insurance an advantage over the 
others. I can show you by a letter 
just how we answered that suggestion. 
Here are two letters. 
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Q.—You have supplied me with some 
letters by an agent of yours? A.— 
Yes, he is a party who was travelling 
and calling on the local agents. 

Q.—Was he just commencing? A. 
—He had commenced sometime before 
that, but as you will see in his letter 
he had not secured any business, and 
wanted us to allow him a commission 
on his own premium. 

Q.—When did you single this out? 
A.—I came across it just in looking 
over some other correspondence, and 
I just thought it would answer that 
very question, 


Q.—This is in a file headed ‘‘Letters 
re rebate’? A.—I just put that on 
it when we come over here for our 
reference. 

Q.—I will be very glad to look 
through that? A.—It answers the 
question. 

Q.—It shows what you wrote to this 
man? A.—It shows the position we 
took in regard to rebates. There is 
my reply to his offer. It is the posi- 
tion we have always taken in the 
office. 

Q.—You have never sanctioned re- 
bate in the office? A.—No, neither 
the President, the Vice-President, 
Manager or Secretary, or anybody 
connected with the company, has ever 
given anything off. 

Q.—You have never written offering 
rebates? A.—No. 


Q.—Never in the history of the 
company offered a rebate? A.—wNo. 

Q.—To any person? A.—No. 

Q.—And never knew that you were 
giving one? A.—And never gave one 
by the company. 

Q.—Never knew your company was 
giving one? A.—I have no doubt 
our agents have given them sometimes 
—those on commission. 


Q.—Those on _ salaries? A.—We 
would not allow them to. 

Q.—What would you do? A.—We 
collect the premium. It has to be 


paid in full. 

Q.—I suppose he pavs a sub-agent 
sometimes? A.—Not if he is on sal- 
ary. 

Q.—Do none of vour salaried men 
ever make a rebate to some sub-agent 


for getting hold of an insurer? A. 
—A salaried man? 
Q.—Yes? A.—Then we pay the 


commission of that sub-agent. 
Q.—To him direct? A.—Yes. 
Q.—You never pay anything to the 

salaried man to go to a sub-agent? 

A.—No, not to a salaried man. 
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Q.—You do to a commission man? 
A.—Yes, the commission man sends 
us the net premium, deducting his 
commission. 

Q.—We wiil leave that phase of it. 
I may ask you to look up some cor- 
respondence. Do you know a system 
of switching policies from one company 
to another? A.—I know people who 
change. 

Q.—And do you regard that as a 
proper system? A.—It depends al- 
together upon circumstances. I have 
no doubt that. frequently it is endors- 
ed. It is a great mistake. 

Q.—From whose standpoint? A.— 
From the standpoint of the policy- 
holder. 

Q.—From the standpoint of the man 
who lets his policy go in one company? 
A.—yYes, asarule. If that company 
is insolvent, or if he is in some com- 
pany where he is getting worse day 
by day, it is in his interest to do so. 

Q.—Do companies ever make it 
worth while for an agent to get poli- 
cies away from one company into an- 
other? A.—Yes, they always make 
it worth while when they pay the 
commission. Of course 14 does not 
matter where it comes from so long 
as he gets his commission. 

Q.—Do you kaow of a practice 
whereby a company pays a little extra 
commission where the policy comes 
from a policyholder in another com- 
pany? A.—TI do not know oi any. 

Q.—Has your company ever author- 
ized or paid anything to an agent in 
addition to his ordinary claim if he 
would get a policy away from another 
company? A.—I do not know that 
we have. I have no recollection. 

Q.—I wish you would brush up your 
recollection if it is a matter of recol- 
lection. Has your company ever 
given its agent an extra commission 
if an application for a policy comes in 
from a policyholders in another com- 
pany who lets his policy drop? A.— 
IT have no recollection of anything of 
the kind. 

Q ---Can you say you have not done 
so? A.—I do not think so. 

Q.—Will you swear you have not? 
A.—I have no recollection of having 
done it. 

Q.—Surely it is a thine you would 
remember. That sort of practice is 
not a thine vou would do and forget 
it? A.—IJf the agent would show us 


—possibly this case micht occur—if the. 


agent would show ns he hed come ro. 
newal interest with this policy in some 
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other company, and by transferring 
it to us that he was going to make a 
loss, then we might have done it. 

Q.—Then you would say, ‘‘Get the 
policy, have it lapse in the other com- 
pany, and transter to us, and we will 
give you something’? A.—We might 
allow him something. 

Q.—You want the business even if 
it constitutes a lapse with the other 
company, so much that you will com- 
pensate your agent for any loss he 
will sustain, although the insurer sus- 
tains a loss you will not compensate? 
A.—Yes, that might possibly be the 
case. 

Q.—Won’t you go further than to 
say that, because I should like to show 
what your company does? A.—There 
is no other ground that could possibly 
interest me than that the agent was 
making a loss. 

MR. PATTERSON: How would he 
make a loss? A.—If he had a policy 
in a company and had renewal interest 
in it. 

Q.—If he put it in your company 
he would have a renewal in your com- 
pany? A.—Possibly he micht have 
a loss if he put it in another company. 


MR. TILLEY: There is nothing 
very pointed about that. Can you 
not tell me more about it than that? 
A.—No. 

Q.—Does that apply to any parti- 
eular company? A.—WNo. 


Q.—Have you not gone further than 
that and paid agents a comm™:ccion of 
10 per cent. if they would switch poli- 
cies out of some other comneanv into 
yours? A.—Wemay. It mav have 
been 10 per cent. in connection with 
a chanoe of that kind. 


Q.—Have you not offered them 10 
per cent. if they would get a policy 
out of another company into yours 
without regard to whether they were 
getting a commission on the old poli- 
cy or not? A.—It would not be with- 
out regard, it would be ehsolutely and 
only because they were losing a renew- 
al interest. 


Q.—You never authorized A. 
—I have a recollection of getting a 
letter and having that given as a rea- 
son for increasing the commission 10 
per cent. on some business 

Q.—Where was that? A.—My re- 
collection is that that was in our 
British Columbia agency. 

Q.—Who was the agent? A.—Our 
manager is Mr. Halse, and the agent 
was in Victoria. 
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Q.—Who was the agent? A.—Mr. 
Matson. 
~Q.—What company did the policy 
come from? A.—Mr. Matson had 
EM been agent of the Nation- 
al. 

Q.—You say you authorized the pay- 
ment to Mr. Matson of 10 per cent. 
additional? A.—Where he lost his 
renewals in the National, where there 
was a loss. 

Q.—Were you giving him renewals? 
A.—Yes, but he was getting a higher 
rate of renewal with the National 
than with us. We never pay over 5 
per.cent., and they were paying a 
higher interest. 

Q.—Did that apply te any other 
agent than Matson? A.—I have no 
recollection of any correspondence 
about any other case, and I have no 
knowledge of any other case. 


Q.—You might get me the corres- 


pondence relating to that? A.—If I 


can yes. 

Q.—There would be no doubt about 
your ability? A.—Well, I do not 
know. 

Q.—You do not destroy correspon- 
dence? A.—Well, I do not know. I 
will just see how that took place. 
We may have it, but that is my re- 
collection. 

Q.—Where was Mr. Matson agent 
then? A.—In Victoria. 

Q.—Was it in Victoria he was get- 
ting this policy? A.—I suppose so; 
I do not remember that it referred to 
any particular policy. 

Q.—I thought you said so a moment 
ago. Are you going to extend it? A. 
—It was in case he lost by losing his 
renewals on a policy that had_ pre- 
viously been renewed. 


Q.—Was your arrangement with Mr. 
Matson that on any policies he was 
getting a renewal commission in the 
National that if he would get those 
policies from the National into your 
company that you would compensate 
him for that loss? A.—That. if he 
made a loss we would compensate him, 
I think it was limited to 10 per cent. 
—Q.—10 per cent. of the premium? 
A.—Yes. 

Q.—Do you think that that sort 
of business is wholesome life insur- 
ance. business? A.—No, I do not. I 
think it is an entire mistake for the 
policyholder. 

(¥.—And for any person else than 
the policyholder ? A.—As I under- 
stand one. of the principal policies was 
on his own life, and he did not wish 
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to continue it, and he stated that 
some of his friends also wished to 
change to our company. 

Q.—Had he been an agent in Brit- 
ish Columbia? A.—Yes. 

Q.—Did that arrangement apply to 
any person else than Matson? A.— 
It only applied to Mr. Matson’s ar- 
rangement. He had some sub-agents 


there. 

Q.—Would that apply to all his 
sub-agents ? A.—It would apply to 
any business that came through Mat- 
son. 

Q.—Matson was agent for British 
Columbia for the National? A.—I 
do not know what his agency was for 
the National. He was our agent for 
the island of Vancouver. 

Q.—He had been the agent for the 
National? A.—Yes. 

Q.—And had been their general 
agent? A.—I do not know exactly 
what they called him. 

Q.—He became your general agent? 
A.—He became an agent for us in 
Victoria. 

Q.—So that at the time he became 
your agent he left the National and 
went to you? A.—He had left the 
National. 

Q.—I am not meaning that you took 
him away from the National. You 
say he left the National and then 
afterwards became your agent? A.— 
He showed us contracts with other 
companies. In every instance he was 
offered higher commissions by other 
companies than by us, even with the 
extra arrangement we gave him. 

Q.—The arrangement must be get- 
ting a little more definite in your 
mind? A.—Certainly. When I thought 
of Matson I remembered. , ; 

Q.—Was that arrangement made 
with Mr. Matson when you engaged 
him? ~A:—TI*think so. -It'’ was-. his 
original contract. 

Q.—Who engaged him? A.—En- 
gaged by Mr. Halse. 

Q.—Who is he? A.—Our manager 
in British Columbia. 

Q.—Was the agreement in writing? 
A.—Yes. 

Q.—Was the agreement about 10 
per cent. additional in writing? A. 
—I have no doubt it was. 

Q.—In his contract? A.—I guess 
SO. 

Q.—Is that contract still in exist- 
ence? A.—TI think it is. : 

Q.—We have no copy of it? A.— 
I do not think so. 
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Q.—Why not? A.—We have given 
you a copy of our agency contract and 
the commission arrangement. 

Q.—That is not quite what we ask 
for, is it? The circular says, ‘‘Fur- 
nish statement showing by name all 
the officers, directors, and agents of 
the company, and salaries commissions 
or other remunerations received by or 
credited to each.’’ Sub-section 4, 
“Salaries and commissions of field or 
soliciting agents, produce contract 
with such agents where they are writ- 
ten contracts, whether by correspon- 
dence or otherwise.” There is no 
inkling in your return of any such 
arrangement with Matson. You have 
given us a list of the agents? A.— 
Yes, and this gives the form of the 
contract. 

Q.—The _ printed objectionable 
clauses? A.—It gives you the differ- 
ent conditions, 

Q.—That is not the terms of the 
contract with the agent. Here is a 
contract with Matson whereby he gets 
10 per cent. additional. I should 
like to see the original contract. 
Having made that contract with Mat- 
son on all the business he would get 
out of the National and into your 
company, there was 10 per cent. extra 
given him? A.—In which he lost on 
renewals. 

Q.—Was there a stipulation in that 
contract that there must be a loss on, 
renewals? A.—Yes, that was distinct- 
ly understood. 

Q.—Had Matson then left the 
National? A.—yYes. 

Q.—He would get no more renew- 
alsP A.—Excuse me, his renewals 
were continuous. 

Q.—And if any policy lapsed in the 
National he would lose something? 
A.—Yes. 

Q.—There was no policy he had 
written in the National that would 
not come under this category? A.— 
If he was getting a renewal? 

Q.—They would all be that? A.— 
Yes. 

Q.~So that, broadly, on all the 
policies that he switched out of his 
own company into your company he 
would get 10 per cent? A.—Yes. 

Q.—Do you know of anything that 
as between companies is a more vicious 
thing than that in respect of the con- 
duct of their agents? A.—It was 
simply preventing the agent from 
making a loss on business that he be- 
lieved he should get any way. 

Q.—From a life insurance stand- 
point, considering the policyholders 
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and the company, is there any condi- 
tion that is worse than that to-day? 


 A.—I think there is. 


Q.—Describe them. We want to 
know’ if there are any conditions 


-worse than that? A.—There might 


be many. 

Q.—Describe them. A.—Here is a 
case where an agent has business that 
will come to him, his own insurance, 
and others that he controls that will 
come to him wherever he goes— 

Q.—Do you take into account the 
loss that there would be to the policy- 
holders by that transaction? A.— 
Yes, but that is a question of course. 
There may or may not be a loss to 
the policyholder. | 

Q.—How could there not be a loss 
to him? A.—It may have been a case 
in which he was paying a_ higher 
premium continuously. 

Q.—That is to say the premium in 
the other company may have been 
higher? A.—Yes. 

Q.—Have you any knowledge about 
that? Was that any _ condition 
about the arrangement? A.—I do not 
know that it was. 

Q.—When Matson would transfer 
that policyholder from the National 
to you would he get his full commis- 
sion on the first year’s premiums? 
A.—Yes. : 

Q.—Surely that would compensate 
him for his renewals? A.—If he kept 
it all and did not divide it up with 
the policyholder. 

Q.—The theory is that he would 
have to use some of that with the 
policyholder? A.—That is the theory. 
TI have answered the question that it 
was on account of the loss in renewals. 

Q.—Could there be a loss in the 
renewals if he got another full com- 
mission from you on the first prem- 
ium? A.—In addition to the other 
company ? 

Q.—Yes. Is it not a fact that you 
made that arrangement so that he 
could practically rebate his whole 
commission so that the man could drop 
his policy with the other company and 
come into your company? A.—The 
10 per cent. would be a small per- 
centage. 

Q.—What commission does he get 
from you? <A.—Five per cent. 

Q.—He gets a renewal commission 
from you? A.—Yes. 

Q.—The full first commission from 
you? A.—yYes. an 

Q.—And the extra commission at 
10 per cent. on these National poli- 
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cies? A.—Yes, that is my recollec- 
tion. 

Q.—Is not that a very, very bad 
state of affairs promoted by your com- 
pany? A.—Well, it might be object- 
ed to on that ground. 

Q.—You would object to it if you 
were any other person than the Man- 
ager of the Great West? A.—If it 
were an alternative of giving him a 
contract that he was offered by other 
companies, and several other com- 
panies, that gave him a very much 
higher commission all the way 
through—if he were getting a higher 
commission all the way through then 
he could very easily forego his special 
commission in those cases. 

Q.—Have you that arrangement 
with other agents? A.—No. 

Q.—Did you ever take an agent that 
had been in another company? A.— 
Yes. 

Q.—Had you that arrangement with 
hime A.—No. 

Q.—That applies to the National 
only? A.—That is the only case that 
I have any knowledge of at all. 

Q.—That is a worse thing than re- 
bating in the ordinary sense? A.— 
You may think so. 

Q.—What do you think about it? 
A.—I do not think so. 

Q.—You may think the ordinary re- 
bating that you have disclaimed doing 
is worse than giving a bonus to switch 
policies? A.—General rebating, yes. 
I think the one special case, and con- 
fined to that, cannot be as bad as a 
general principle. 

Q.—One case where you make it 
worth the agent’s while to go to the 


old policyholders and by any argu- 


ment he can put up get them out of 
that company by any misrepresenta- 
tion or otherwise, and get them into 
your company? A.—You might just 
as well say that every time an agent 
changes from one company to the 
other it is worth his while, if he can 
do so, to get the policyholders to come 
into the other company. When the 
total commission we pay, including this 
extra 10 per cent., is still a less com- 
mission than he could have sot from 
several other companies, then the 
reason for his taking our agency must 
be that he preferred it and believed 
we could do better for the policyhold- 
ers. 

Q.—Then if that contract of yours 
became advantageous to you just by 
virtue of that 10 per cent., that shows 
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the volume of business you expected 
to get out of the National and into 
your company? A.—No, we expect- 
ed very little. The reason we allowed 
it was that it was a matter of little 
consequence, and very few policies 
changed. 

Q.—I would like before going fur- 
ther to have the full correspondence 
about that? A.—You will have to go 
to British Columbia. 


Q.—And I want a statement show- 
ing how the 10 per cent. was paid? 
A.—Yes. We could not distinguish 
which policies were in the National. 
We would have had to leave that to 
the British Columbia agents to say. 

Q.—Can you tell me the name of 
any other company that was compet- 
ing for Matson’s services at that time? 
A.—Yes, the Sun for instance. 


Q.—Can you say whether the Sun 
was offering the same sort of contract? 
A.—I know the commissions they offer- 
ed were higher. 


Q.—Do you know whether they were 
paying a premium on pooling with 
the insurance? A.—It does not make 
a bit of difference whether you put 
your premium and limit it to specific 
cases, or whether you give it to all 
cases, 

Q.—But the premium may very well 
be for a new business not connected 
with the National at all? A.—It is 
all new business to the company which 
gets it. 

Q.—Surely you appreciate the ob- 
jection to getting policyholders into 
one company and then out of that and 
into another? A.—It did not make 
any difference. He was changing 
them anyway. Many of them were 
changed like his own policy, and he 
intended to put them in our company. 

Q.—Would he have done it with- 
out the 10 per cent.? A.—He might 
have done it. It never would have 
been referred to at all if we had dup- 
licated a proposition on his own life. 

Q.—Did the proposition come from 
you or from him? A.—It came from 
him unquestionably to make up the 
loss when we would not increase our 
commissions to make up as high com- 
missions as he was getting from the 
Sun Life. 

Q.—Were you there when the agree- 
ment was madeP <A.—TI was there 
when it was confirmed. 

Sioa Gren Ay on the ground? A. 
—Yes. 
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Q.—And you personally— A.—Saw 
the Sun contract and the commissions 
offered by the company. 

Q.—And you personally agreed to 
that? A.—Yes, it had been discussed 
by our manager, and there had been 
correspondence in connection with it, 
but I refused to negotiate with him 
at all if he was still an agent of the 
National, and it was only after I was 
satisfied he had left that company that 
I negotiated with him. 

Q.—I do not think I would say much 
about that phase, about refusing to 
deal with him till he left the other 
company, because the other transac- 
tion speaks for itself: Do you mean 
to say that transaction was not pre- 
sent to your mind when I commenced 
asking you about thatP A.—No, it 
was not in my mind. 

Q.—Is it in line with any other 
transaction? A.—No, the only case 
we had. : 

Q.—Was it anything against the 
National Company? A.—No. 

Q.—Just a matter of getting busi- 
ness? A.—Yes. The agent wanted to 
come to us. He was a good agent and 
had written a large business. 

Q.—You will be able to tell what 
that 10 per cent. amounts to? A.— 
No, but our agent in British Colum- 
bia will be. 

Q.—He is your head agent for Van- 
couver IslandP A.—Yes. They will 
know at the British Columbia office. 

Q.—Have you no return at all? A. 
—No. 

MR. TILLEY: Have you anything 
at all in your office, Mr. Jardine, that 
indicates how your commissions are 
made up? 


MR. JARDINE: I think that we 
will be able to make that up. 


MR. TILLEY: Is there any doubt 
that you will be able to make it up? 
One could hardly imagine that you 
could not. 

MR. JARDINE: 
the account. 
can. 

MR. TILLEY: You know how that 
account is kept, and how you dealt 
with your agents for such localities 
as that. You know your method of 
bookkeeping P 

MR. JARDINE: 
the account myself. 

MR. TILLEY: Can you not tell 
whether you can give that informa- 
tion P 

MR. JARDINE: I tell you I be- 


lieve we can. 


I have not seen 
I am pretty sure we 


I have not seen 
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MR. TILLEY: Don’t you know it? 

MR. JARDINE: No, I cannot say 
that, 

MR. TILLEY: If it is kept in the 


‘ordinary way in your office you can? 


MR. JARDINE: Yes. 

Q.—Have you re- -Insured at any 
time in your company the business of 
any other company? A.—Yes. 

Q.—What other company? A.— 
Dominion Safety Fund Life Associa- 
tion. 

Q.—Who conducted those negotia- 
tions? A.—I did. 

Q.—With whom? A.—With J. De 
Wolfe-Spur. 

Q.—Was he the President of the 
Dominion Safety Fund Association? 
A.—Yes.” 

Q.—Was that a Dominion incorpora- 
tion company or a Provincial one? 
A.—A Dominion. 

Q.—Was it an assessment company? . 
A.—In one sense, yes. 


Q.—In what other sense no? A.— 
Well, they fix the premium on a cer- 
tain basis, but if that was not suf- 
ficient they had the right to assess. 

Q.—They reserved the right to raise 
the premium? A.—Yes. 

Q.—Was that shown in their poli- 
cies? A.—Yes. 

Q.—Have you the form of their 
policies? A.—I expect we have. 

Q.—Have you it here? A.—We have 
the policy we issued to those policy- 
holders. 

Q.—I should like to stant by get- 
ting at the nature of their business? 
A.—Our policy is practically a dupli- 
cate of theirs—the one they issue. 

Q.—Have you the policies of the 
Dominion Safety Fund here? A.— 
No. 

MR. JARDINE: I can get one for 


you in a moment. 


MR. TILLEY: Q.—When you took 
over the Dominion Safety business 
did vou get their books and papers? 
Did you get everything that was w.th 
the company—I mean in a general 
way? 

MR. JARDINE: Just got a state- 
ment of the policies in force. 

MR. TILLEY: Would you have 
their literature that they used with 
their policyholders before? A.—So.ne 
of it we have. 

MR. TILLEY: TI would like to have 
that, and the policies they issued, 
and the books they had indicating 
rates and I should like the policies 
yur sompany issued following the 
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transactions right through and I can 
go into that to-morrow morning. 

MR. JARDINE: All right, 

WITNESS: You have the agree- 
ment and list of policyholders. 

MR. TILLEY: Yes. 

Q.—You have prepared a profit and 
loss statement, Mr. Brock? A.— 
Yes. (Exhibit No. 394.) 

MR. LANGMUIR: Have you your 
printed report for 19057 

ae JARDINE: That is it in front 


JUDGE MaclTAVISH : The pro- 
ceedings of the annual meeting? A. 
Yess. 

MR. LANGMUIR: Q.—Is it print- 
ed and distributed? A.—Not in the 
same detail that it is given in this 
book. 

MR. TILLEY: Q.—You gave in the 
first item the amount. You show the 
loading of your first year’s premiums 
and your expected death loss. Your 
actual loss was $4,500? A.—Yes. 

Q.—Making a gain with respect to 
the death loss that you might have 
anticipated in the year of $19,000? 
A.—Yes. 

Q.—That is the death loss you 
would anticipate according to the 
table of mortality that the Govern- 
ment uses? A.—For half the‘ year 
practically, not the year. 

Q.—You have divided it by the half 
of the year? A.—We have taken it 
just half, 


of y 


Q.—I suppose you are responsible . 


for the statement to a great extent. 
MR. TILLEY: The company has no 
resident actuary other than yourself, 
Mr. Jardine? 
MR. JARDINE: No. 


MR. TILLEY: I do not want to 
infer that you are not a thoroughly 
competent one; and under Mr. Stan- 


don you do the actuarial work? 
MR. JARDINE: Yes. 


MR. TILLEY: But you have not 
taken any examination ? 

MR. JARDINE: No. 

MR. TILLEY: And do not treat 
yourself as a full-fledged actuary? 

MR. JARDINE: No. 


Q.—In that statement in respect of 
new business, have you taken the 
anticipated death loss according to 
the table of mortality and the actual 
death loss with respect to twelve 
months or six months? 

MR. JARDINE: Six months. 


MR. TILLEY: You do not take it 


with respect to twelve months? 
MR, JARDINE: No. i 
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MR, TILLEY: You took it merely 
with respect to policies issued in 
1905 and stopped the computation on 
December 31st? 

MR. JARDINE: Yes. 

MR. TILLEY: That is to say the 
policies would average issued on the 
first July, you took it for granted? 

MR. JARDINE: Yes. 

MR. TILLEY: You did not take 
into calculation the gain that would 
be effected on the first half of the 
preceding year? A.—No. 

WITNESS: We read it over a good 
many times, and we understood that 
was what you wanted. 

MR, TILLEY: Was this submitted 
to Mr. Standon? 

MR. JARDINE: No. 

MR. TILLEY: You computed it 
yourself P 

MR. JARDINE: Yes. 

MR, TILLEY: What do you say as 
to actual death loss to expected death 
loss of $4,500 to $23,500? Is that 
a little less than you would ordinarily 
expect, or is it about the average? 

MR. JARDINE: It is about. our 
average. 

MR. TILLEY : Ane you in the habit 
of making such a computation as this 
gain and loss exhibit shows each year 
for your company? 

MR. JARDINE: Yes. 

MR. TILLEY: You had been in the 
habit of preparing one? 

MR. JARDINE: Yes, 

MR. TILLEY: Not for publica- 
tion. 

MR. JARDINE: No. 

MR. TILLEY: Where did you get 
your former statement? Did you get 
it from any of the American returns 
as to the gain and Ioss. 

MR. JARDINE: We compared the 
death losses. 

MR. TILLEY: You have not been 
in the habit of making up a gain 
and loss exhibit? 

MR. JARDINE: No. 

MR. TILLEY : Except in respect of 
mortality ? 

MR. JARDINE: That is all. 

MR. TILLEY: Do you think there 
is any advantage in having a com- 
pany prepare such a statement as this 
in’ connection with their annual 
return that they make to the Govern- 
ment ? 

MR. JARDINE: There would be 
on a proper basis. 

‘MR. TILLEY: It is the sort of 
statement one may criticizé almost 
any form. 
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MR. JARDINE: It would be pretty 
hard to get a form which— 

MR. TILLEY: A form which is 
absolutely free from criticism? 

MR. JARDINE: I think so. 

MR. TILLEY: You think if some 
form is adopted it would be useful 
in showing the division of first year 
and renewal business and where the 
sources of profit and loss are? 

MR. JARDINE: Yes, if that can 
be done. 

MR. TILLEY: Your total margins 
including the margin and the death 
loss would be according to your 
figures $61,714. 

MR. JARDINE: Yes, sir. 

MR. TILLEY: Your expenses for 
the first year were $203,009? 

MR. JARDINE: Yes. 

MR. TILLEY: How did you meet 
those expenses by way of dividing 
them from expenses of renewal? 
What basis did you compute them on? 

MR. JARDINE: We took the per- 
centages of the different amounts. 

MR. TILLEY: Did you apportion 
it on the principle of 10 for 1, 10 
for new business and one for old, or 
15 per cent. for renewal business. 

MR. JARDINE: No, we sought to 
get it as closely as we could. 

MR. TILLEY: By actual division ? 

MR. JARDINE: Yes. 

MR. TILLEY: You went over it 
and made an apportionment of the 
business as nearly as you could? 

MR. JARDINE: Yes. 


MR. TILLEY: Without taking any 
particular ratio? 


MR. JARDINE: No. 


MR. TILLEY: Your loss on the 
first year’s business would be $141,215, 
according to this statement? 

MR. JARDINE: According to that 
statement, yes. 

MR. TILLEY: Calculated in that 
way it would show that loss? 

MR. JARDINE: Not in the year. 
You have the year’s expenses charged, 
and you have half a year’s mortality. 

MR. TILLEY: I say calculated in 
that way that you have understood 
this question to mean you show that 
loss or apparent loss. 

MR. JARDINE: Yes, if that were 
a correct calculation that would be 
the loss. 

MR. TILLEY: What would you 
say you should be given credit for 
there in the shape of gain in mor- 
tality for a whole year? Do you 
think the $19,000 should be multi- 
plied by twoP 
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MR. JARDINE: I do not see where 
the gain in mortality comes into your 
question at all, This is certainly not 
a gain, 

MR. TILLEY: It is a saving. 

MR. JARDINE: No, it is not a 
saving. 

MR. TILLEY: What is it? 

MR. JARDINE: It is the way we 
expected to have to pay in 1905, but 
we did not have to pay in 1905. It 
is a postponement. . 

MR. TILLEY: Is that not a sav- 
ing for the year? 

MR. JARDINE: No, sir; not at 
all. If you have a debenture payable 
on the 3lst December, and that 31st 
December happens to be on Sunday, 
and you pay it on Monday, do you 
say that you save paying that deben- 
ture? 

MR, TILLEY: No, I say saving it 
on that day, and when the day comes 
I do pay it, it is shown in my state- 
ment as a loss with respect to that 
day. 

WITNESS: It is neither a gain 
nor a loss. 


MR. TILLEY: I think you and I 
understand each other on that? - 
MR. JARDINE: Yes. 


MR. TILLEY: I am speaking for 
the year 1905. If you had progressive 
statements made up in this way, that 
would indicate the position precisely. 


MR. JARDINE: Over long periods, 
but not for one year. 


MR. TILLEY: You may get the 
full mortality every year, Mr. Brock? 
A.—That is not the point. What we 
contend is that it is a deferred pay- 
ment, and we would gain the interest 
for the time deferred, and possibly 
the premium for a year or more, but 
that is the only gain. 

Q.—It is not the only gain made 
up on the basis of bringing into 1905 
what you apparently realized A. 
—It is a payment that is not made 
that year that you expected to make 
that year. 

Q.—It is saved for that year? A.— 
It is still a liability. 

MR. TILLEY: Let me ask -Mr. 
Jardine this question: is there or is 
there not in your opinion a perma- 
nent saving in mortality, having re- 
gard to the Hm. table in Canada? 

MR. JARDINE: Yes, sir; that has 
been my experience. 

MR. TILLEY: So that there has 
been some saving with respect to that 
item ? 
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yes. 

MR. TILLEY: And it is proper to 
go into the gain and loss exhibit? 

MR. JARDINE: To its proper 
extent. 

MR, TILLEY: Q.—And if you show 
the first year in that way, and show 
the renewal, and carry that on from 
year to year, you show in the result 
just how you come out? A.—Yes, if 
you take your renewals, but if you 
omit the first year’s statement out of 
the other, and then speak of that be- 
ing a loss 

MR. TILLEY: It is only a gain 
or loss in the way we have indicated. 
Can you say what percentage you 
have been realizing on your mortal- 
ity on the Hm, table average? 

MR. JARDINE: I could not, for 
we have not made it up ourselves on 
the Hm. table lately. 

MR, TILLEY: What sable have 
you made it up on? 

MR. JARDINE: We have made it 
upon the O.M. table and discount- 
ed it. 

MR. TILLEY: What discount have 
you taken? 

MR. JARDINE: For the medical 
selection the first ten years. 

MR, TILLEY: That is to say, you 
have taken into your account the 
difference from the table that might 
be expected from the fact that you 
recently selected the lives, and had 
them pass the medical examination ? 

MR. JARDINE: Yes. The death 
rate should be more favorable. 

MR. TILLEY: During that ten 
years after the medical examination? 

MR. JARDINE: Yes. 

MR. TILLEY: Then can you tell 
me how you came out with respect 
to that? 

MR. JARDINE: Well, about 72 
per cent. of the expected. 

MR. TILLEY: When was the last 
time you compared the death rate 
with the H.M. table? 

MR. JARDINE: I could not say 
offhand, possibly three years ago. 

MR. TILLEY: And from the or- 
ganization of the company up to three 
years ago had you used the H.M. 
table ? 

MR, JARDINE: We had not made 
the comparison in earlier years. It 
was useless to do it, because we had 
not sufficient experience to make it 
of any value. 
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MR. TILLEY: What is the know- 
ledge you have got compared with 
the H.M. table? 

MK. JARDINE: My recollection is 
that it was about 33 per cent. of the 
H.M. table. 

MR TILLEY: During the earlier 
years of your company? 

MR, JARDINE: Yes. 

' MR. TILLEY: Then your loading 
of renewal premiums in 1905, $126,- 
146, expenses $51,843 showing a profit 
from that source computed in that 
way $76,303. Now your expenses on 
new business and renewal business 
greatly exceeded your loadings? 

MR. JARDINE: Yes. 

MR. TILLEY: That is your ex- 
penses would be over $254,000, and 
your loadings on premium, leaving out 
your gain in mortality, would be 
about $170,000? 

MR. JARDINE: Yes. 

MR, TILLEY: What do you mean 
to be inferred from your answer that 
you found your loadings on your 
premium sufficient to cover the expen- 
ses? Do you mean that taken into 
consideration with the gain in mor- 
tality. 

MR. JARDINE: Not at all; the 
gain in mortality and the fact that 
the loadings were spread over the 
whole period of the policy. 

MR. TILLEY: Having regard to 
the continuous receipt of the prem- 
iums from this date on. 

MR. JARDINE: Certainly. 

MR. TILLEY: Q.—Do you say, Mr. 
Brock that you could pay all the ex- 
penses of the company out of the 
loading on the premiums, if there 
was no gain in the mortality accord- 
ing to the H.M. table, and so on? 
A.—It depends on the amount of new 
business in proportion to the old. 

Q.—I mean to say on the ordinary 
progress of the company’s business as 
it is going ahead?  A.—Yes, I 
think so. 

Q.—You think that would be suf- 
ficient? A.—Yes. 

Q.—Without the idea of receiving 
a higher rate of interest on your in- 
vestments than you are bound to com- 
pute? A.—Yes, I think it would 
cover the expenses. Of course we 
look to the others for our dividend. 

Q.—There seems to be a great dif- 
ference between the renewals and the 
loadings here? A.—Yes, 

Q.—What rate of interest have you 
received on your moneys? A.—About 
7% per cent. 
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Q.—For how long back? A.—Since 
we started. 

Q.—That.is on an average? <A.— 
yes 

Q—Has it been subject to increase 
and decrease? A.—It has not varied 
very materially. ‘ 

Q.—Have you any record that 
would enable you to speak confidently 
about that? A.—Yes, we could make 
up a statement. 

Q.—Your investments have been 
principally in real estate? A—Prin- 
cipally mortgages on real estate. 

Q.—You have had most of your 
loans throughout western Canada? A. 
—Exclusively. 

Q.—Have ‘you any portion of the 
business beyond Canada? A.—Not up 
to the end of 1905. 

Q.—Have you since that date? A. 
—We have just started business in 
North Dakota now. 

Q.—Have you any investments out- 
side of Canada? A.—No. 

Q.—Any mortgages on lands outside 
of Canada? A.—No 

Q.—Did you purchase any mort- 
gages at any time in the city of St. 
Paul? A.—wNo. 


Q.—Were you offered them? A.— 
We may have been offered them by 
circular. 

Q.—I gathered from your minute 
that you had been offered them? A. 
—Yes, we frequently have circulars 
sent, and we submit them to the execu- 
tive. 

Q.—But you never approved of 
them? A.—No, never bought. any 
under any circumstances at all. There 
may be a mortgage in the Parish of 
St. Paul in this country. We bought 
one mortgage in the Parish of St. 
Paul. 


Q.—Your expected death losses for 
1905 computed were $183,300, and 
your actual losses $105,181? A.—Yes. 

Q.—That- would show a saving in 
mortality in renewal business of 
$77,419? A.—Yes. 

Q.—And that is where the actual 
payment in respect of the saving in 
new business would fall into, if you 
treated it as a saving in. the first 
year? A.—Yes. 

Q.—Then you have a small amount 
for annuity claims, your’ interest 
amounting to $171,103, after deduc- 
tions, leaving a gain of $53,639, and 
you say you will be able to furnish 
a statement showing how your average 
interest earnings have been running ? 


A.—Yes, 


6 EDWARD VIL, A. 1906 


Great West Life. 
(J. H. Brock, Ex’d.) 


Q.—Then your reserves released by 
surrender and lapse on policies—that 
would be all your reserves released by 
surrender and lapse, $30,172? 

MR. JARDINE: No. 

MR. TILLEY: Did you bring into 
that statement the reserves released 
where the policyholder was not en- 
titled to any surrender? 

MR. JARDINE: No. 

MR. TILLEY: Why? 

MR. JARDINE: Because the state- 
ment apparently does not require 
that. 

MR. TILLEY: Reserve released by 
surrender and lapse? 

MR. JARDINE: 


value. 


WITNESS: We understood that 
where there was no surrender value 
you did not want them put in, 

MR. TILLEY: Q.—We should have 
that in, Mr. Brock. A.—We will put 
that in, because it will increase our 
balance. We discussed that for some 
time. 

Q.—Amount allowed $11,935, mak- 
ing the profits from that source 
$18,237, which of course would be in- 
creased if you took in reserves releas- 
ed before policy was entitled to any 
surrender? A.—We had the other 
item all drawn out, but we decided 
it should not go in, we had better 
get the exact figures. 


MR. TILLEY: Now, Mr. Jardine, 
that seems a large amount to save 
where the policyholder were entitled 
to the surrender value. If the pol- 
icyholders were entitled to the sur- 
render value on a lapse or surrender, 
one would hardly expect you to save 
much from that source, because they 
would get it. 

MR. JARDINE: We do not say 
that. This statement calls it a profit, 
but it is not a profit. 

MR, TILLEY: It is a release of an 
amount you have had to charge up 
as a liability. 

MR. JARDINE: It is an amount 
we will require to expend to replace 
that same business. 

MR. TILLEY: It goes in reduction 
of the first year’s business. 

MR. JARDINE: The first year’s 
expenses. 

WITNESS: But the expenses are 
not added to the profits. 

MR. TILLEY: Q.—That is quite 
understandable. It shows how the 
amount is reached. A.—You asked if 
it were excessive. We deduct the first 
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year’s premium, which is the average 
cost of securing new business. 

Q.—What provision have you for a 
surrender value? Does the insured 
get the surrender value where he 
applied for it? A.—Yes, it is auto- 
matic. 

Q.—Since when? A.—1900. 

Q.—What was the rule before that? 
A.—Before 1900 he had to apply 
for it. 

Q.—Within a certain time? <A.— 
Yes. 

Q.—Within what time? A.—With- 
in three months. 

Q.—Did he not have to apply. for 
it whe he made his default? A. 
—No. 

Q.—Was not that ever the rule? 
A.—No, For surrender paid-up insur- 
ance we always gave six months. 

Q.—That will be shown by the terms 
of your policy? <A.—yYes. 

Q.—Was that the rule in force? 
A.—Yes, it would be, but if there were 
some cases where there was merit in 
it, the matter would be considered. 

Q.—What would you treat as con- 
stituting merit? A.—If a man show- 
ed us he was away—— 


Q.—Or if the family was in need, 
if the beneficiary was in needP A.— 
And if he came in and showed us he 
could not attend to it. When an 
agent. reports to us that a policy is 
not renewed, we write him three let- 
ters, we try to keep him on the books. 

Q.—Did you indicate to him in 
those circulars that if he did not want 
to continue there was something on 
his hands? A.—That he should either 
take a loan and continue the policy, 
or if he did not take a loan there 
was a surrender value in it. 

Q.—Will you get me those letters? 
A.—We have them’here now. These 
are. the circulars. 


Q.—You say that one of these files 
of correspondence shows the letters 
the head office sends out? Al) es, 

Q.—This is. one marked exhibit 
395 ? A.—Yes. 


Q.—Those are the circulars sent a 
by the head office in case of a loan? 
A.—Yes, practically by the branch 
office. 

Q.—And exhibit 396 contains the 
circulars sent out by the branch 
offices in respect of the same matter? 

MR. JARDINE: Yes. 

MR. TILLEY: Then, Mr. Jardine, 
would you tell me what it means in 
this statement where it says, ‘‘less 
credit to special fund in _ 1905, 
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$23,185? A.—That is the amount of 
interest on paid-up stock, that the 
stockholders 

Q.—So that you have taken that, 
have you, actually in your books? 
A.—No, just for this statement. 

MR. TILLEY: I understand you 
don’t compute and show the reserve 
in your books as a liability? 

MR. JARDINE: To the stockhold- 
ers? 

MR. TILLEY: No, to any person? 

WITNESS: No, it is put in at the 
end of the year. 

Q.—But it finds its way into the 
return to the Government? A.—Yes. 

Q.—But it is not put in the books 
as a return to the Government? A. 
—No. 

MR. TILLEY: Don’t you think 
that should be done, Mr. Jardine? 

MR. JARDINE: There is no objec- 
tion to it. 

MR. TILLEY: It is a real liability 
of the company? 

MR. JARDINE: Yes, for that 
time. 

MR. LANGMUIR: Is it shown in 
the Government returns? 

MR. JARDINE: Oh, yes. 

WITNESS: It is varying every 
day. If we carried it every day in 
our books it would be varying. You 
would have to change it every day. 

MR. TILLEY: Q.—You would have 
to compute interest? A.—Yes. There 
would be 3865 sets of entries every 
year that are absolutely useless. 

Q.—Will you tell me how you com- 
pute your reserve fund at the end 
of each year for the Government re- 
turn? At what rate do you credit— 


MR. JARDINE: 63 per cent. 


MR. TILLEY: Why did you choose. 
that P 

MR. JARDINE: It was somewhat 
lower than the regular rate. 

MR. TILLEY: Q.—Why did you 
take it lower than the regular rate, 
Mr. Brock? A.—Because we wanted 
to allow the expenses of the invest- 
ment off the rate of interest. 

Q.—What amount did you take for 
investment expenses? A.—We took 
one per cent, 

Q.—You. assumed the company was. 
making 74? A.—Yes. 

Q.—On what amount did you com- 
pute it? Did you compute it on 
capital and premium or premium 
only ?- 

MR. JARDINE: 


premium, 


Capital and 
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MR. TILLEY: You treat the money 
the company receives by way of 
premium as shareholders’ money? 

MR. JARDINE: Yes, for that 
account, 

MR. TILLEY: And the figures you 
have given us showing what would 
be interest on shareholders’ money 
would always take into account both 
premium and capital? 

MR. JARDINE: Yes. 

MR. TILLEY: Q.—You have in- 
vested in two stocks, Mr. Brock, have 
you not? <A.—Yes. 

Q.—What are they? A.—Canada 
Permanent Mortgage Corporation, 
anl the Canada Landed National. 

Q.—What return do these stocks 
make you on the money invested? 
A.—Five per cent. in one case. 

Q.—Which? A.—Canada Parman- 
ent, and about 5 7-8 on the other. 


Q.—lIn both cases less than the aver- 
age rate of interest you are making? 
A.—Yes. 

Q.—<And you disapprove of ordinary 
investment in stocks, do you not? A. 
—Yes. 

Q.—Because you think a _ better 
yield of interest, and probably a safer 
investment can be made in real es- 
tate? A.—First mortgages on real 
estate. So long as we can get those 
I think the great bulk of our invest- 
ments should be in first mortgages on 
real estate. 

Q.—Was there any special reason 
for departing from your usual rule 
in the case of those two stocks? A. 
—We decided we ought to have a 
certain amount of what might be 
called a liquid asset, that if we want- 
ed to realize at any time that amount 
of money we could immediately place 
it upon the market. 

Q.—You thought you should have 
some money that could be quickly 
realized? A.—Yes, and besides this 
is practically a mortgage investment, 
and we believe the rate of interest 
on this should be increased. 

Q.—You are loaning it to a com- 
pany that again lends it on the same 
security that is open to you? A.— 
Except that they lend in the east as 
well as the west. 

Q.—You would not admit for a 
moment that the eastern investment 
could be compared with the western ? 
A.—They have not been so far. 

Q.—You think the eastern invest- 
ments are handicapped? A.—Yes. 

Q.—It would not do to get away 
from that? A.—No. 
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Q.—Besides having investments 
down east they must charge you for 
investing the money? A.—Yes. 

Q.—Not only is their field not as 
favourable as your own, but you do 
not get the full return? A.—But they 
have this advantage; they borrow 
money at a low rate of interest, and 
they lend that at a profit. 

Q.—And you get some advantage 
from that? 

Q.—Had your investment in the 
Canada Permanent anything to do 
with Mr. Mason being on your Board? 
A.—Nothing whatever. Mr. Mason 
did not know anything about the pur- 
chase of debentures. 

Q.—Was it debentures or stock? 
A.—Stock. 

Q.—He had been on the Board be- 
before you made the purchase? A.— 
For years. 

Q.—Have you any association with 
the Canada Permanent Company 
now? A.—Yes, we are tenants of 
theirs, 

Q.—You, personally? A.—No, per- 
sonally I have none. 

apart make valuations for them? 

—No. 

Q.—Is there any business relation 
between the Canada Permanent and 
the - Great West Life? A.—None 
whatever. 

Q.—You are simply a shareholder 
in that Company? A.—Yes, and the 
same with the Canada Landed Nat- 
ional. 

Q.—You are holding this as an item 
of investment that you can turn into 
money more quickly than you could 
real estateP A.—Yes. 

Q.—I suppose mortgage loans can al- 
ways be converted into money? A.— 
Not always. I have seen the time 
when all the companies were over in- 
vested, and you could not turn them 
over at that time. 


MR. LANGMUIR: Have you seen 
the same thing in regard to stocks? 
A.—Well, they could be turned over 
at some price. It is only a question 
of the expense. Everything could be 
sold for something, but there would 
be less loss if we wanted money right 
away. Our intention is to keep the 
stocks. 

MR. TILLEY: Q.—Have you in 
your mind that it is desirable for all 
insurance companies to have part of 
their assets so that they can be turned 
into cash, or’is there any real need 
for that? A.—There is no need for 
it. In a progressive life insurance the 
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income is more than sufficient to meet 
all liabilities. If they had a liquid 
asset they could realize upon they 
might make an investment where 
otherwise they might be prevented 
from making a favorable loan. 

Q.—You are pretty well invested? 
A.—Yes. 

Q.—You overdraw your bank ac- 
count? A.—Yes, some months of the 
year we do. During the winter season 
when money is coming in frequently 
it is difficult to make inspections of 
farm property, so that if we did not 
overdraw we would carry over at the 
end of the year a considerable sum 
upon which we would get very little 
interest. 

Q.—Where are your’ investments 
principally? A.—I have prepared a 
list of them. 

MR. LANGMUIR: Q.—Do you 
mean the class of properties of the 
localities? A.—That is the localities. 

MR. TILLEY: Q.—Town loans $1,- 
161,069. Have you something more 
recent than that? 
will serve my purpose. 

Q.—Alberta Farm loans, $284,378; 
Manitoba, $258,391; Ontario Farm 
loans, $428,000? A.—That is in the 
Rainy River District, one small loan. 


Q.—You do not pretend to loan 

money in Ontario? A.—West of Lake 
Superior we do. 
_ Q.—Saskatchewan, $704,749, 
ing $2,409,015. Canada Permanent, 
$60,000; Canada Landed, $5,000; 
School and village debentures, $131,- 
541.87. Of those securities which 
yields the best return? A.—Farm 
and town securities yield pretty nearly 
the same average rate of interest. 


Q.—Is it right to say that the fur- 
ther west you go in your investments 
the better return you get? A.—Yes, 
we may say in the more recently set- 
tled districts the average rate of in- 
terest is higher than in the older 
settlements. 

Q.—And that would apply to Al- 
berta and Saskatchewan? A.—Yes. 

Q.—And would the town loans be 
out there too? A.—More largely in 
Manitoba, the town loans, because 
there are more towns and larger towns. 


Q.—What is the highest rate of in- 
terest you get? A.—8 per cent. on 
the ordinary term of 5 years, but 
where it is only made for two or three 
years we would charge 8} or 9 per 
cent., or where a loan is paid by 
monthly instalments we charge the 


mak- 


A.—I think this’ 
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higher rate on account of the extra 
notices and expense; we charge 94. 

Q.—Do you endeavor to incorpor- 
ate with your loans any insurance? 
A.—No, we keep them absolutely sep- 
arate. 

Q.—Have you a separate policy on 
that? A.—Yes. We do not loan 
through our insurance agents. We 
issue our loans through loan agents. 
We do not loan through our travelling 
representatives who are giving their 
whole time to insurance. 

Q.—Have you incorporated the two 
together in any way? A.—Yes, 

Q.—To what extent? A.—Probab- 
ly $10,000. 

Q.—In one loan? A.—No, we have 
a policy that we tried to introduce, 
and this is our circular in connection 
with it, but it did not seem to be 
popular, and there is no particular 
advantage to us because we would not 
give a less rate of interest where they 
took insurance than where they did 
not. 

Q.—You have considrable loans 
where you have collateral personal 
bonds? A.—On churches. 

Q.—Skating rinks? A.—We never 
lend to any institution without get- 
ting a number jof ~personal) bonds; 
like for instance we have loaned to 
some of the Exhibition societies, and 
to several skating rink companies 
where the personal covenant was very 


200d. 

MR. LANGMUIR: Q.—Where there 
is no personal covenant in the institu- 
tron? A.—Yes. Then we insisted on 
personal bond by a number of persons. 

MR. TILLEY: Q.—Did you have 
losses in that kind of investment? A. 
—No. 

Q.—Did you have loans on such pro- 
perty as is mentioned in New West- 
minster? A,—Yes. 

Q.-Were those loans made as a 
part of any other arrangement? A.— 
Yes, we got insurance in connection 
with those. 

Q.—Tell me the transaction? A.— 
They agreed to give us— 

Q.—Who were they? A.—The Ma- 
sonic Order of the Oddfellows. 

Q.—On buildings and lands in New 
Westminster? A.—Yes. 

Q.—Was it one property? A.—No, 
there were two separate properties. 

Q.—But together? A.—They were 
situated one adjoining the other. 

Q.—What was the transaction? A. 
—We loaned them a certain amount 
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of money, and they agreed to give us 
a certain amount of insurance, and 
when it came to taking a mortgage 
it was decided by the solicitor that 
the only way to enforce the covenant 
would be to put in that higher rate 
of interest, and that if they furnish- 
ed the insurance then that we could 
give them the reduction. 

Q.—Did you get the insurance? A. 
—Yes. 

Q.—That was a transaction you put 
through in the initiation of the com- 
pany? A.—yYes. 

Q.—And I suppose it was to get 
your company started? A.—Yes, it 
did influence me to a certain extent. 

Q.—How much insurance did you 
get? A.—Between sixty and seventy 
thousand dollars. 

Q.—Was any commission paid? A. 
—yYes. 

Q.—You got the loan? A.—We got 
the loan direct to the company, but 
the agent looked after the application. 

Q.—Did he make a valuation® A. 
—No, it was made by an entirely sep- 
arate party. 

Q.—Was there any loss on ‘those 
loans? A.—No. 

Q.—There was a difficulty in realiz- 
ing? A.—Yes, there was a fire. 

Q.—And the buildings were de- 
stroyedP? A.—Yes, but we got out of 
it all right. 

Q.—Was the insurance pledged to 
you against the loan? A.—Yes—the 
fire insurance you mean? 

Q.—Yes? A.—Oh no. 

Q.—It was just the insurance on the 
life of the members of the Order? 
A.—Yes. We decided to give up that 
_ kind of business. 


Q.—You had a similar experience 
on church loans where there was an 
insurance on the lives of the members? 
A.—Yes, we had, 

Q.—Did you ever consider whether 
the insurance in such a case as that 
could be collected where the church 
takes out an insurance on the lives 
of persons? A.—Whether it could be 
collected from us or not? 

Q.—Yes. A.—That is a question. 
If the party placed it himself— 

Q.—The whole thing would depend 
upon whether he insured himself and 
transferred it or whether the church 
insured himP A.—Yesg. 

Q.—And that. would be a question 
as to what the legal transaction was 
between you? A.—Yes, we discour- 
aged that business and now practic- 
ally refuse to consider it. It is only 
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encouraged by, the ‘fact that other 
companies offer it. 

Q.—Do you mean other companies 
in CanadaP A.—Yes, 

Q.—Offering insurance along with 
a loan? A.—Yes. 

Q.—What is the result of acquiring 
insurance along with a loan in that 
way? Does it yield as good a rate 
of interest on the mortgage? A.— 
No, they have always got to make a 
reduction on the rate of interest to 
get insurance as well. 

Q.—Or you might loan a little more 
on the property than you might other- 
wise loanP A.—That might be an in- 
ducement. 

Q.—The mortgagor wants some ad- 
vantage P 

MR. LANGMUIR: Q.—Is it not al- 
ways as collateral? A.—No, it is not 
always thought of in that way. It 
is to get the insurance. 

MR. TILLEY: It might be a spec- 
ies of rebate to give him a little better 
terms on hig mortgage? A.—It is the 
most objectionable rebate when it 
comes in competition with us. 

Q.—Did the Directors and persons 
interested in your company come in 
and become insured when your com- 
pany was organized? A.—yYes, a 
great many. 

Q.—Were they given the agents com- 
missions off? A.—No, they never got 
a cent off. 

Q.—Paid the full premium? A.— 
Yes. 

Q.—Without any allowance or de-. 
duction? A.—Without any allowance 
or SALA then or at any other 
time. 

Q.—There is no rule that Directors 
shall get a third off? A.—No di- 
rector ever got anything off. 

Q.—Or officer? A.—No, I have 
placed insurance with the company 
and paid the full premium without 
anything off. 

Q.—Do you take a with profit or 
without profit? A.—I take a with 
profit. If you will look over the list 
you will find a good reason for it. 

Q.—I was just asking you the fact. 
Is that what you have taken? A.— 
Yes. I have taken a 20 year Tontine 
policy. I did take a term policy be- 
cause I wanted a -temporary insur- 
ance and did not want to increase my 
expenses. That was a participating 
policy, and I got 15 per cent. profits. 
on it, the same as the other policy- 
holders at the end of the period. 
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Q.—Do you keep your non-partici- 
pating business separate so that you 
can tell whether it has been paying or 
not? A.—There has been so little of 
it it has hardly been worth considering 
yet. 

Q.—How do you account for it be- 
ing so little? Is it because of the 
commissions you pay your agents? 
A.—Well it cost the insured a good 
deal less, and it is to the insured’s 
benefit to take the participating pol- 
icy. 

Q.—What distinction do you make 
between the rate of interest you pay 
your agents on the participating and 
non-participating policies? A.—We 
pay a smaller commission on the non- 
participating. 

Q.—How much smaller? A.—About 
two-thirds. 

Q.—You give him about two-thirds 
of the participating commission? A. 
—Yes, that is roughly. I have not 
gone into it. 

MR. LANGMUIR: Q.—You have 
seen that there is a desire in some in- 
surance companies to enlarge’ the 
scope of investments? A.—Yes. 

Q.—Are you in favor of that, or 
have you all you want here? A.—As 
far as the Great West Life is concern- 
ed we have all we require, but I can 
understand that there might be some 
investments allowed to insurance com- 
panies that they have not now, and I 
think some they are now allowed to 
make might be cut out. 

Q.—What? A.—Generally stocks. 
I am not strongly an advocate of a 
company being allowed to buy stocks. 

Q.—Do you think is was wise to 
go into a foreign country with invest- 
ments? A.—Not unless they are com- 
pelled to do so. I certainly would not 
favor allowing any investment in any 
foreign country. I think our Cana- 
dian premiums should be invested in 
Canada. 

Q.—You are patriotic enough to be- 
lieve that? A.—It is not only pat- 
riotism, but good business. 

MR. TILLEY: You had applica- 
tions for loang come into your com- 
pany; at what season of the year? 
A.—Well, at every season of the year, 
but to the greatest extent during the 
summer. 

Q.—You receive more applications 
for loans now than you do during the 
winter? A.—Yes, when buildings are 
going up, between the seeding and the 
harvest time we get a great many 
more applications than at any other 
time. There is one point you did not 
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ask me about the business that Mr. 
Edwards suggested might be well to 
bring out, and that is that we inspect 
all our loans before the money is paid 
out. We have a special inspector who 
is paid by salary, and he inspects our 
loans. 

Q.—In a certain district?’ A.—In 
every district. 

Q.—One man? A.—Yes, he has 
heretofore. For the first seven years 
either I or one of the Directors did 
it all. Then we engaged an inspector 
and he did it all, and then we engag- 
ed a man in Alberta and he did it 
from Regina West, but our inspector 
here inspects to Regina. 


MR. LANGMUIR: You have two 
millions of farm loans? A.—Yes. 

Q.—And it is absolutely necessary 
to have an inspector? A.—Yes. 


MR. TILLEY: You would have to 
get a great many loans along the one 
locality before you could send him 
out to inspect? A.—If we got them 
on a line of railway he could go of 
course, but we send him out as soon 
as we get two or three loans. 

Q.—Is it the same man certifies to 
values in the city of Winnipeg as 
certifies in the Saskatchewan District? 
A.—Up to Regina. 

Q.—And in Alberta? A.—In AIl- 
berta we have another man who lives 
in Medicine Hat. 


(The Commission then adjourned to 
9 a.m. Wednesday, July 25th.) 


FIFTY-NINTH DAY. 
Winnipeg, Wed., July 25th, 1906. 


Examination of JEFFREY HALL 
BROCK by MR. TILLEY, resumed :— 


Q.—Have you the other policies I 
asked you to produce? A.—Mr. Jar- 
dine will be here in a few minutes. 
He is arranging them. I have 
brought this contract with Mr. Mat- 
son. This is the correspondence. 


Q.—You hand us the contract with 
Mr. Matson, do you? That is the ori- 
ginal contract with him? A.—Yes. 

Q.—Dated 19th June, 1905, and at- 
tached to that is a circular which was 
sent out to all agents advising them of 
the change in the rate of commission 
on non-participating businessP A.— 
Yes. 


1918 ROYAL COMMISSION ON 


59th day, July 25, 1906. 


Q.—And also as to the rate of com- 


mission on renewal premiums? A.— 


Yes, increasing the commission on first 
premiums and decreasing on renewals. 
Q.—You also produce some corres- 
pondence that has passed between 
yourself and Mr. Halse? A.—Yes. 

Q.—Who is your chief agent at Brit- 
ish Columbia? A.—Our manager. 

Q.—In which he sends to you a 
letter from Mr. Matson to him of 
19th July, 1905? A.—Two letters, 
one is the 18th and the other is the 
19th, 

Q.—Two letters from Mr. Matson, 
one 18th and the other 19th July, his 
letter being dated 20th July, 1905? 
A.—Yes. 

Q.—Following the letter from Mr. 
Halse is your reply of 10th July, 1905, 
included there is also Mr. Halse’s let- 
ter to you of June 28th, including 
Mr. Matson’s contract? A.—And his 
report. 

Q.—And his report on Mr. Matson? 
A.—Yes. 

Q.—That correspondence and con- 
tract will be exhibit 397. I will read 
some of these, giving the parts that I 
think are at all material. The first 
letter forwards you the original con- 
tract, and it mentions in it that the 
contract is an exceptional one, but 
that it has received Mr. Brock’s ap- 
proval. That is the letter written to 
the company? A.—Yes. 

Q.—Is that your rule that every 
contract must be approved by you 
whether it is with your head agent 
or sub-agent? A.—It must be ap- 
proved by me if there is any advance, 
or any variations from the regular 
terms. All other contracts must be 
approved by the Secretary. 

Q.—Under this contract of June 
19th, 1905, Matson was appointed 
manager for Vancouver? A.—Yes, 
that was his title. 

Q.—What was special about this 
contract that caused Mr. Halse to say 
it was an exceptional one? A.—An 
agreement to give him a commission 
of 10 per cent. on the premiums on 
business in excess of the $150,000, was 
the arrangement made at that time. 

Q.—That is, there is a clause writ- 
ten in your printed form, ‘‘The Com- 
pany agrees to allow the sum of $33.33 
a month on acount of office expenses.’’ 
That is not exceptionalP A.—No, we 
have been paying that for a long time 
in Victoria. 

Q.—Where is the clause that you 
refer to about the 10 per cent.? A.— 
It is not in there. It was a letter. 
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If I might be allowed to explain, Mr. 
Matson subsequently was approached 
by other companies, and decided that 
he would not go on with that con- 
tract unless we improved the terms. 
That contract had been sent down to 
Winnipeg. I was out there, and after 
a long discussion an agreement was 
arrived at that we were to allow him 
in addition for the reasons I suggest- 
ed yesterday, and for other reasons 
that he advanced, we were to allow 10 
per cent. on commissions in excess of 
$150,000. Now then this correspond- 
ence shows that Matson misunder- 
stood— 


Q.—You are getting away from the 
point I want to ask you about, and 
doing that we do not make any pro- 
gress. Mr. Halse in sending the ori- 
ginal contract to you on the 20th June 
says, ‘‘This contract, as of course you 
will note, is an exceptional one?’’ 
A.—Yes. . 

Q.—I want to know what in this 
contract was exceptional that he re- 
ferred to? A.—He refers to that 
letter that I had sent. 


Q.—Had the letter been given be- 
fore June 28th? A.—Yes. 

Q.—Where is that? A.—That letter 
was taken up, and this amended one 
was written. 


Q.—What do you mean by, ‘“‘taken 
up??? A.—The memorandum he re- 
fers to. These letters give better 
terms than are in that. 

Q.—I do not quite follow that? A. 
—In the contract there was a letter 
stating that we would allow him 10 
per cent. commission. He refers to 
it and mentions it in the correspond- 
ence you have there, and that letter 
was taken out when this new arrange- 
ment that was consented to by my 
letter— 

Q.—What does this mean “On 
renewals, less any deduction allowed 
on account of profits earned?’? A.— 
We deduct the profits from the prem- 
iums, and allow a commission on the 
balance. 

Q.—Then you say that Mr. Halse. 
must have been referring to some- 
thing outside of this contract that we 
have here? A.—A letter that was 
written subsequently, and that accom- 
panied it at that time. 

Q.—And under that letter you pro- 
mise to pay him a certain per cent. 
on business over a certain amount? 
A.—On business over $150,000 per an- 
num, 
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Q.—Is that a usual provision in 

your contract? A.—No, it is except- 
ional. 
_ Q.—To what extent is it except- 
ional? It might be exceptional where 
Mr. Halse was the manager, but is it 
exceptional throughout Canada? A. 
—Yes, exceptional anywhere. We 
have no other contract that gives that 
in Canada. 

Q.—Have you had other contracts 
that ive that? A.—We have had 
no other contract in Canada since the 
established branch offices. Prior to 
having branch offices in the maritime 
provinces years ago we had such a con- 
tract. 

Q.—What was it? A.—It was al- 
most identical with this; 10 per cent. 
extra commission to cover the ex- 
penses of inspection and travelling, 
and all that sort of thing, instead of 
allowing travelling expenses, 

Q.—A 10 per cent. commission in 
addition depended upon getting a cer- 
tain amount of business? A.—Usual- 
ly accompanied with a requirement 
that a certain amount of business 
must be done. 

Q.—It is not a requirement. It is 
conditional? A.—It is conditional, 
yes. 

Q.—If the agent writes $140,000 
of business, and the limit is $150,000, 
he does not get his 10 per cent.? 
A.—No. 

Q.—If he writes $151,000 of busi- 
ness he gets 10 per cent. on the whole 
business written, and not on the 
$1,000 only? A.—That was our agree- 
ment, on the excess, and he contends 
in this correspondence that he mis- 
understood this agreement, and makes 
it apply as you stated. 

Q.—What about the Maritime Pro- 
vince contract? A.—It was as this 
is now; 10 per cent. in addition on 
all the business written. 

Q.—Provided it was over’ the 
limit? A.—yYes. 

Q.—Do you say the Maritime con- 
tract and this contract with Matson 
are the only two contracts that this 
applies to? A.—There are no other 
contracts in force now. 

Q.—Or that have been in force? 
A.—I am not positively certain. We 
may have had, 

Q.—What have you in mind now? 
A.—It is a long time ago. It is what 
we call a provincial arrangement. At 
the start we did not have branch 
offices everywhere. 

Q.—Was such a contract as that 
ever made where there was no branch 
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office? A.—Only where there was n 
branch office. . 

Q.—Would it be for a _ province? 
A.—Practically, or a very large dis- 
trict. 

Q.—Would it be for a town? A.— 
Oh, no. 

Q.—For a city? A.—We had no 
such arrangement in the city. 

Q.—No such arrangement in Tor- 
onto? A.—No. We have our office 
there. 

MR. TILLEY: Have you the con- 
tract with the Toronto agents that 
I spoke to you about last night, Mr. 
Jardine? 

MR. JARDINE: They are search- 
ing for it. It is on file in a suit in 
Toronto, but we are searching to 
see if we have a copy of it here. 

MR. TILLEY: What was the name 
of that agent? 

MR, JARDINE: Owens. 

MR. TILLEY: Q.—Did you not 
have such a contract with Owens, Mr. 
Brock? A.—No. 

Q.—Did Owens not get an addi- 
tional 10 per cent. on the amount 
of business he wrote? A.—On the 
lower basis of business and not as 
this is. . 

Q.—But was it not something extra 
for a certain amount of business? 
A.—Yes, we make that quite common. 

Q.—That is common practice? A. 
—Yes. 

Q.—That is to bring the agent 
up to $150,000, or whatever you think 
the territory will stand? A.—Yes, so 
that he will attend to our business. 

Q.—If you gave him straight com- 
mission, perhaps that would accom- 
plish the object? A.—No, he might 
engage in the fire business. 

Q.—Is that looked upon by the 
insurance managers as a judicious 
sort of contract to bring into force? 
A.—I cannot speak for all managers, 
but in my experience for 14 years it 
has proved to be absolutely essential. 
Our agents will not give the time to 
the business. It is very hard and 
strenuous work, canvassing for life in- 
surance, 

Q.—Is that one of the things that 
brings this pressure to bear in forcing 
up the amount of business? A.—Un- 
questionably. There is very strong 
pressure brought to bear for life in- 
surance, or a very small number of 
the community would be insured. 

Q.—And that feature is partly 
accountable for the amount of poli- 
cies that are lapsing? A.—Unques- 
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tionably. If the people were simply 
allowed to come in with the money 
in their hand and apply for insur- 
ance there would be less lapsing. 

Q.—I am taking the difference be- 
tween the man who gets his 75 per 
cent. commission, and the man who 
gets an additional 10 if he will crowd 
it up to a higher mark? A.—There 
may be something in that. 

Q.—Will you not go further than 
that? A.—I think probably there is 
something in that. 

Q.—Won’t you go further? A.— 
No, no man can know positively. 

Q.—That is a species of bonusing 
agentsP A.—Yes. 

Q.—And a substantial bonus? A.— 
Yes. 

Q.—Have you got this morning a 
memo. regarding bonuses? A.—You 
referred to hot weather competition, 
and that special effort. That is an 
entirely different thing. I gave you 
the particulars. 

MR. JARDINE: This is the one at 
present in force. 


' WitNESS: That is the result of 
our 14 years’ experience, and it shows 
what we consider to be the most help- 
ful effort on the company’s part. 
Q.—Exhibit 398. This is a circu- 
lar to agents regarding a bonus for 
hot weather business? A.—Yes. 
MR. JARDINE: May I explain? 
There are a series of three circulars. 
That is one of them. I will bring the 
other two over. They are all the same 
except the amount is different. 


MR. TILLEY: Q.—This states, 


“Our Managing Director, Mr. Brock, 
has made all agents a special allow- 
ance during hot weather.’ (Reads 
letter.) Does that state the extent 
to which your company has been doing 
anything in the way of bonus or ex- 
tra allowance to agents? A.—Yes, for 
any extra spurts, that is the only 
kind we have used, and Mr. Jardine 
will give you circulars that will ex- 
plain that that bonus does not apply 
to any agents who are getting their 
highest commissions who are giving 
the whole of their time to the busi- 
ness, 

Q.—It is to persons who are giving 
part of their time? A.—Yes. The 
idea is that we will during that 
period give them as it were a promo- 
tion into the higher class temporarily 
when they give extra time to our 
work, and they get the promotion into 
the higher class, but in no event does 
it raise the commission above what 


6 EDWARD VII., A. 1906 


Great West Life. 
(J. H. Brock, Ex’d.) 


we are paying to our canvassers who 
are canvassing all the time. 

Q.—The first letter from Matson 
reads as follows. (Reads letter.) You 
did not let a man like that go on 
account of any little disagreement? 
A.—You have the whole correspon- 
dence there. 


Q.—The second letter from him is, 
“Yours regarding the extra 10 per 
cent. received this evening.’’ (Reads.) 
Upon reading Mr. Matson’s two let- 
ters it seems to be indicated very 
strongly that the letter was signed at 
the same time as the written contract ? 
A.—No, it was a few days afterwards. 

Q.—Do you say that Mr. Matson 
put his signature to the written con- 
tract without having this letter? A. 
—Oh, yes. 

Q.—How did he come to do it? A. 
—Because he had not been able to 
meet these other offers by other com- 
panies at the time, and we were away 
when they were made. We left Vic- 
toria and went to Seattle to see an- 
other agent on business, and when we 
came back he had been interviewed 
by other agents, and he found he 
could do a great deal better than we 
had offered him. 

Q.—Was the letter returned to Mat- 
son? A.+-I do not know what has 
become of it, 

Q.—You do not know what has be- 
come of it or where it is? A.—wNo. 
This was substituted for it, because 
it is a much more favourable agree- 
ment. 

Q.—One can hardly understand why 
it is not in the group? A.—If you 
will read Mr. Matson’s letter and mine 
that will explain it. 

Q.—We will read Halse’s letter of 
the 20th of July first. (Reads letter.) 
Then you replied on July 24th. (Reads 
letter.) Where is the arrangement 
yet about the 10 per cent. on National 
Life policies on which he was to lose 
a commission? A.—Well, that is to 
cover the whole thing. 

Q.—Was that the intention of this? 
A.—Oh, yes; certainly. That was one 
of the arguments that he used, and 
you see the expression used, that he 
writes there about the very large loss 
he sustained by dropping out. He 
impressed that upon me in many 
ways. , 

Q.—Is that all the correspondence 
you have in regard to Matson’s con- 
tract? A.—Everything we. have -in 
regard to Matson’s contract. 


At 
j 
Tr 
: 
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Q.—Have you anything to show the 
arrangement made with Matson’s sub- 
agents? A.—No. 

Q.—Persons under him? A.—No, 
we have not. 

MR. TILLEY: Is there anything in 
your office, Mr. Jardine? 

MR. JARDINE: There are some 
contracts signed by the company. 

MR. TILLEY: What is it? 

MR, JARDINE: Just the regular 


_ contracts signed by the company. 


MR. TILLEY: With his_ sub- 


agents? 
MR, JARDINE: Yes. 
MR. TILLEY: Who were they? 


What were their names? 

MR. JARDINE: One man was A. 
G. Howard Potts, and another man 
named Curry. 

Q.—Did those contracts set out the 
arrangement with those agents P 


MR, JARDINE: Yes. 


MR, TILLEY: Will you send those, 
please P 


MR. JARDINE: Yes. 


WITNESS: You asked me about 
contract with Matson, but of course 
these are contracts with the company, 
but they are working with him. 


MR. TILLEY: Q.—I asked you if 
you had anything showing his con- 
tract with the sub-agents? A.—Those 
are contracts with the company, not 
with him, 

Q.—If you would always err on the 
side of telling us anything you have, 
instead of construing it— A.—I am 
afraid I might keep talking all the 
time. 

Q.—It would probably shorten mat- 
ters. A.—Several times you have told 
me if I would wait until you asked 
a question that would shorten mat- 
ters, 

Q.—Yes. A.—I wish to shorten it 
in every way. 

MER EI LELBY: cif tere is anything 
else with Mr. Matson, I would like 
to have it. 

MR. JARDINE: I know of noth- 


ing else. 


Q.—Have you any statement that 


shows the amount of your taken and 
lapsed policies from year to year? 
A.—This is a summary of it. Mr. 
Jardine can explain that better than 
I can, 

MR. TILLEY: Have you any sum- 
mary showing the not taken policies? 

MR. JARDINE: No, sir; just the 
lapsed policies. We can make it up 
for you. 
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MR. TILLEY: You show in the 
blue book of course regularly the not 
taken policies in each year? 

MR. JARDINE: Yes. 


MR. TILLEY: What is covered by 
not taken policies, Mr. Brock? A.— 
A not taken policy means one that 
is not paid for. 

Q.—That no payment at all is made 
for? A.—That a note or some settle- 
ment is given for, but that it is not 
paid. They are not paid up to the 
date when they are required to make 
the report. 

OeoTt anything at all is paid does 
it cease to be a not taken policy? 

MR. JARDINE: If the assured 
supplies the health certificate he can 
be reinstated. 

MR. TILLEY: I am trying to get 
at the distinction between the not 
taken and lapsed. Is a not taken 
policy one on which nothing is paid? 

MR. JARDINE: On which the first 
premium is not paid. 

MR. LANGMUIR: Q.—Is the pol- 
icy written? A.—Yes. 

Q.—And delivered? A.—Sometimes 
the party won’t take it. It is deliv- 
ered to the agent. 

MR. TILLEY: Q.—You make out 
the policy and send it to the agent? 
A.—Yes. 

Q.—It gets that far before you 
treat it as a policy? A.—yYes. 

Q.—Then the agent may or may not 
hand it over to the insured? 

MR. JARDINE: Yes. 

MR. TILLEY: If he gets a note 
he will probably give the policy? 

MR. JARDINE: Yes. 2 

MR. TILLEY: And at the end of 
a certain time when the note falls 
due, if it is not paid, it is treated 
as a not-taken or lapsed policy? 

_ MR, JARDINE: A not-taken pol- 
icy. 

MR. TILLEY: In the meanwhile; 
while that note is current, the com- 
pany is liable on that policy ? 

MR. JARDINE: Yes. 

MR. TILLEY: Do you think it 
should be called a not-taken policy, a 
policy on which the company never 
was liable? 

MR. JARDINE: That is the way 
it is put, 

MR. TILLEY: Some of these not- 
taken policies are policies under 
which the company has been liable? 

MR. JARDINE: Yes. 

MR. TILLEY: Supposing a portion 
of the first premium was paid, not the 
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whole of it, but a certain portion of 
it, would you then class it as a not- 
taken policy? 

MR. JARDINE: Yes. 

MR, TILLEY: You treat it as a 
not-taken policy? 

MR. JARDINE: Where it is an 
annual premium, 

MR. TILLEY: He has to pay the 
first premium in full. 

MR. JARDINE: Yes. We inter- 
pret it pretty strictly, and that is the 
way we treat it. 

Q.—In your last annual return the 
amount of your not taken policies was 
$1,089,500 ? 

MR. JARDINE: Yes. 

MR. TILLEY: Your new policies 
issued were only $6,220,833; that is 
20 per cent. of your new business was 
not taken? 

MR. JARDINE: Yes. 

MR. TILLEY: How is it that there 
is such a large percentage as that? 

MR. JARDINE: Well, the parties 
changed their mind, and in this west- 
ern country there is considerable move- 
ment around, 


Q.—What do those policies cost you? 

MR. JARDINE: What does each 
policy cost? 

MR. TILLEY: What do those poli- 
cies cost youP 

WITNESS: There is the medical 
examination and the expenses con- 
nected with the issue of the policy. 

MR. JARDINE: About $10 each. 

MR. TILLEY: Not more than that? 

MR. JARDINE: No. 


MR. TILLEY: How is that $10 
made up? 

MR. JARDINE: The medical fees. 

MR. TILLEY: Amounting to what? 


MR. JARDINE: From $3 to $65. 
Then the office expenses, cost of issu- 
ing the policy. 

MR. TILLEY: 
agent ? 

MR. JARDINE: He does not get 
anything. 

MR, TILLEY: That would run to 
a great deal of money, the $10 for 
each policy. . 

MR. JARDINE: Yes. 

MR. TILLEY: How many policies 
would that involve, could you say, 
$1,089,500 P 

MR. JARDINE: The policies aver- 
age about $1,400. 

MR. TILLEY: Between 700 and 800 
policies ? 

MR. JARDINE: Yes. 

MR. TILLEY: Between $7,000 and 
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$8,000 borne by the other policyhold- 
ers? 

MR. JARDINE: No, you are mis- 
taken. 

MR. TILLEY: I mean to say that 
comes out of the general funds of the 
company. 

MR. JARDINE: No. The most of 
those policies are covered by notes, 
and sometimes we collect those notes. 
Last year we collected $7,200 on ac- 
count of not taken policies—between 
July, 1905 and July, 1906. 
MR. TILLEY: In a year you col- 
lected that? 
MR. JARDINE: Yes. 
Mat. TILLEY: Was that a new 
principle you were adopting? 
MR. JARDINE: No, we have al- 
ways done that. 
MR. TILLEY: If you got a note 
for the first premium and it was not 
paid at maturity, the policy would be 
a not-taken policy? 

MR. JARDINE: Yes. 


MR. TILLEY: And then you would 
go on and force the man to pay the 


MR. JARDINE: Insist on payment 
of tno note. 

MR. TILLEY: What effect would 
that have on the policy? 


MR. JARDINE: He has the right 
to reinstate his policy if he desires to 
do so. 

MR. TILLEY: Do you insist on the 
payment of the note immediately it 
is due? A.—If we can get payment. 

MR. TILLEY: And before the next 
premium matures? 

MR. JARDINE: We insist on the 
payment of the note when it igs due 
and proceed to collect it. , 

MR. TILLEY: And you would pro- 
bably have that collected before the 
next premium comes due? <A.—In 
many cases, x 

MR. TILLEY: Then that could not 
be a not-taken policy. 

MR. LANGMUIR: Would it go out 
of the class of not-taken into lapsed 


‘policies ? 


MR. JARDINE: It has been re- 
ported as a not-taken policy. 

MR. TILLEY: Having collected 
that note, then you have already in 
your report treated that policy pos- 
Sibly as a not-taken policy. How do 
you get that policy out of the not- 
taken class into the current policies! 
of the company ? 

MR. JARDINE: 
his policy— 
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MR. TILLEY: If he pays that note 
betore the end of the year and before 
the next premium becomes due, is he 
not square on your books? 

WITNESS: No, his policy is lapsed. 

MR. TILLEY: Q.—Is that a lapsed 
policy or a not-taken policy? A.— 
That is a question of treatment. If 
the premium is not paid we put it in 
as not taken. 

MR. KENT: When the policy is 
taken you could not treat it as a not- 
taken policy. A policy that is taken 
cannot be treated as not taken. 

MR. JARDINE: What would you 
treat it asP 

MR. KENT: If a man has received 
his policy, and has not paid the prem- 
ium it should be treated as lapsed. 

JUDGE MacTAVISH: You are 
carrying the risk. 


WITNESS: The idea we had is 
that while the note was current that 
if the premium is not paid at all we 
cannot treat it as a lapsed policy be- 
cause we have no money in it, and 
during the period it is in suspense it 
might be considered in either way, 
but when the premium is finally not 
paid, then if our report has to be 
made out at that time, we return it 
as a not-taken policy. I recognize 
the distinction, and we have been in 
a good deal of doubt, and we have had 
discussion with Mr. Blackadar, and we 
have considered the advisability of 
changing that. 

MR. JARDINE: It is the only 
heading we can put it under. 

JUDGE MacTAVISH: Should death 
occur during the currency of the 
note you would have no defence to 
the claim. 

WITNESS: No. But the point we 
take is that a lapsed policy is one on 
which a premium has been paid. If 
it was only a quarterly premium it 
would be put tater that list. There 
is a difference of opinion among the 
company. 

MR. TILLEY: You say that in such 
a case if the note is subsequently paid 
the insured must apply for reinstate- 
ment ? 

MR. JARDINE: Yes. 

MR. TILLEY: Why must he ap- 
ply? When he ceases to be insured? 

MR. JARDINE: When the note 
became due and was not paid. 

MR. TILLEY: Then you treat the 
policy as at an end? 

MR. JARDINE: Yes. 

MR. TILLEY: And you force him 
to pay the promissory note? 


Great West Life. 
(J. H. Brock, Ex’d.) 


MR. JARDINE: Yes. 

MR. TILLEY: What must he do 
to get reinstatement ? 

MR. JARDINE: ‘Simply to satisfy 
the company he is in the same health 
as when he applied for the policy. 
A man might be on his deathbed, and 
then he would send in the premium. 

MR. TILLEY: If he paid the prem- 
ium in cash instead of giving a note 
it would have been good for a year? 

MR, JARDINE: Yes. 

MR. TILLEY: And you take the 
note from him and force him to pay 
it. Why should that not put him in 
as good a position? If you want to 
force him to pay why should you not 
take the risk, whether he is on his 
deathbed or not? A.—Because that 
is a matter of contract. That is a 
matter of agreement. 

Q.—We want to ascertain the rea- 
sonableness of those contracts? A.— 
We consider it is reasonable enough. 
We have been put to considerable ex- 
pense. 

Q.—If you are willing to take the 
money at a later date and he is will- 
ing to pay it why should he not be 
in as good a position then? A.—For 
a very good reason which you put a 
moment ago, that our dealings with 
him would cost the other policyhold- 
ers money. 

Q.—In what way? <A.—You asked 
if the amount was paid at the ex- 
pense of the other policyholders, and 
Mr. Jardine has been explaining the 
matter. When you calculated that 
$7,000 was the cost of the not-taken 
business you said, ‘‘This has to be 
paid by the other policyholders.’’ 

Q.—Because that man gave a note 
and did not pay it when it was due, 
you treat him as a proper subject, to 
get enough out of him to pay for 
the people who have not paid their 
premiums? A.—AIl of them together. 

Q.—Whty should he not be dealt with 
on his merits if he gave a note, and 
affterwards is willing to pay the 
money when you are willing to take 
it? Why should he not be in as good 
a position as if he gave you cashP 
A.—He may be a man we cannot 
collect money from. You see it may 
be a man whom we may not be able 
to collect from by legal process, and 
consequently he cannot claim to he 
placed in the same position as if he 
had paid cash. 

MR. TILUEY: Is there any differ- 
ence, Mr. Jardine, from an advertis- 
ing point of view, whether the policy 
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is put in the not-taken class or the 
lapsed class? 

MR. JARDINE: I think the larger 
volume is in the not-taken class. 
MR. TILLEY: Rather than a 
larger volume of lapses? 

MR. JARDINE: Yes. ~ 

MR. TILLEY: In 1906, which 
would you think was the better way 
to put those in from the company’s 
standpoint—to treat them as_ not 
taken, or lapsed? 

MR. JARDINE: As lapsed. We 
have always advertised that we have 
held a certain percentage of our busi- 
ness; so that if the not-taken were 
put into the lapsed we would say we 
held a larger business. We have 
always felt that a large showing of 
not-taken policies was not a good 
advertisement to us. 

MR. TILLEY: Q.—It is not a good 
advertisement to have a large amount 
of lapses either? A.—No, sir. 

().—Is that not worse advertising 
than to treat them as not taken? A. 
—No. 

Q.—In the one case a man changes 
his mind and does not take the pol- 
icy, and in the other case he takes 
it and drops it and loses his money. 

MR. JARDINE: But in that case 
he may have paid two or three or 
four premiums. That would be much 
more advantageous to the policyhold- 
ers than if he had paid nothing. 

MR. TILLEY: You are treating it 
now from the standpoint of the other 
policyholders who say, ‘‘we have made 
something out of that man in the case 
of a lapsed policy, and in the case 
of the not-taken they treat it as a 
total loss? 

MR. JARDINE: Yes. 

MR. TILLEY: in the same year 
you had lapsed policies amounting to 
$1,182,800? . 

MR. JARDINE: Yes. 

MR. TILLEY: You ‘say that you 
- collected somewhere about -$7,000 in 
the vear Jnulv to July, 1905 to 1906 ? 

MR. JARDINE: Yes. 

“MR. TILLEY: - Does that include 
‘payments on account of premiums that 
the applicants for insurance had made 
themselves ? 

MR. JARDINE: Previous to the 
lapse P 

MR. TILLEY : Yes? 

MR. JARDINE: Oh, no. 

MR. TILLEY : How imuch ‘would 
you receive by a party paying part 
of the premium but ngt completing 
it? Would it amount to $2,000 or 
$3,000 more? 
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MR. JARDINE: I could not tell 
you. I never made an estimate of 
that. 

MR. TILLEY: How did you treat 
the proceeds of these promissory 
notes? You must have a lot of those 
in your hands at the end of the year, 
over the 3lst December. 

MR. JARDINE: Yes. 

MR. TILLEY: Do you show them 
as bills receivable, or unpaid prem- 
ium? 

MR. JARDINE: We do not show 
them at all. 

MR, TILLEY: As an asset? 

MR, JARDINE: We do not show 
them at all. 

MR. TILLEY: Why not ? 

MR. JARDINE: We cannot place 
any value on them hecause they have 
not been paid when due, and we do 
not know when they will be paid. 
As soon as they are paid they are en- 
tered as a premium. 

MR. TILLEY: 
year premium? 

MR. JARDINE: Yes. 

MR. TILLEY: They may be 
moneys received by the company at a 
time when the policy is not in force 
at all? 

MR. JARDINE: Yes. 

MR. TILLEY: It is not a prem- 
ium. It is the payment of a note. 
It ceases to be a premium. 

MR. JARDINE: We prefer to ap- 
ply it in reduction of our expenses, 
but we are not allowed to do that. 

MR. TILLEY: You mean just to 
set it cff against expenses? 

MR. JARDINE: Yes. 

MR. TILLEY: Have you ever done 
that? 

MR. JARDINE: No. 

MR. TILLEY: Never treated it in 
that way at all? 

R. JARDINE: No. 

MR. TILLEY: Always carried it 
in as the first year’s premium ? 
MR. JARDINE: Yes 

MR. TILLEY: fs that. percentage 
of not-taken policies not high as com- 
pared with other companies? I am 
not asking you to compare it ie 
any particular company. 

MR. JARDINE: It depends on 
what they treat as not-taken policies. 
I do not know. If they follow our 
practice of reporting every policy that 
is not paid at the time the payment 
is promised, I think our percentage 
would be about the same as theirs. 

MR, TILLEY: If the other com- 
pany treats it in a different way 
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one you, Kae means it treats it as 
a lapsed, instead of a not-taken?P 

Mk, JARDINE: I do not know, 
but I have had the impression that 
some companies do not report the 
policies at all after they are written 
until they are paid. 

MR. TILLEY: That is if you write 
the policy and send it to the agent, 
and the insured does not take it at 
all, you treat it as a policy? 

MR. JARDINE: Yes. 

MR. TILLEY: Take that $1,182,- 
800—is that not a large amount of 
lapses ? 

MR. 

MR. 
1905 ? 

MR. TILLEY: Yes. 

MR. JARDINE: It is much larger 
than we would like to have it. 

MR, TILLEY: On the two items 
you had between $2,200,000, and 
$2,300,000 of lapsed. and ‘not-taken 
policies out of six million 

MR, JARDINE: Oh, no. 


MR. TILLEY: In a year when you 
increase your business by that much? 

MR. JARDINE: Yes, the lapses 
would be previous years. 

MR. TILLEY: And the not-taken 
would be 1905, 
~ MR. JARDINE: Yes. Some might 
be 1904, when the note ran over the 
3lst December, and the note became 
due in 1905. 

MR. LANGMUIR: Don’t you look 
upon that large number of not-taken 
policies as the result of abnormal 
_ forcing of agents? 

WITNESS: It may have ene a8 
to do with it, but a man agrees to 
take a policy and don changes his 
mind. 

MR. LANGMUIR: The lapsing 
may be legitimate lapsing. But the 
not-taken policies seem to me to be 
largely a case of the result of over- 
forcing? A.—Yes. 

MR. TILLEY: Q.—When the agent 


JARDINE: No. 


LANGMUIR: Is that for 


gives a policy and takes a note for * 


the premium, does he keep the note 
or send it to you? A.—Yes. 

Q.—You treat it as. a policy issued 
‘at once? A.—Yés. 

Q.—You take that into account in 
decidine whether the avent has writ- 
ten $150.000 or $200,000? A.—Not 
as paid for business. 

Q.—I am taking a contract where 
you give an acent A.—We always 
take it as naid for business. 

Q.—Yon do not take that as paid 
for business? A.—No. 


| 
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Q.—That class of business is not 
taken into account. where the agent 
is getting a bonus for writing a.cer- 
tain amount of business? A.—No. 

Q.—When you collect the note later 
by enforcing the payment, although 
the policy is. treated as a not-taken 
policy, or out of existence, do you pay 
the-agentP A.—Yes. Each contract 
states that he is to get the commis- 
sion less the cost of collection. 

“MR. JARDINE: I have here the 
report that came in one day in refer- 
ence to one day’s lapses. 

WITNESS: Just one day’s lapses. 

MR, KENT: When a man gives a 
note at six months and dies before 
the note becomes due, what then? 
A.—His policy is in force and is paid. 

Q.—You pay the claim less the 
amount of the note? A.—Yes, we 
deduct the note. Our policy is very 
clear on that. 

MR. TILLEY: Have you the form 
of policy that the old Dominion Safety 
Company issued? 

MR. JARDINE: Here it is. 

MR. TILLEY: You produce the 
form of policy that was issued by the 
Dominion Safety Fund Life Associa- 
tion, whose business was taken over 
by your company ? 


MR. JARDINE: Yes, 
owe TILLEY: No, 5219, Exhibit 

MR. JARDINE: There are two 
forms. > 

MR. TILLEY: They may be at- 
tached and marked as Exhibit 399. 


Do those forms show all the terms 
and conditions that the Dominion 
Safety Fund imposed? 

MR. JARDINE: Yes. 

MR. TILLEY: Have you any 
pamphlet that shows the plan of in- 
surance of the Dominion Safety 
Fund? 

MR. JARDINE: Here is a rate 
book that gives it. Mr. Brock picked 
that up in their office and brought 
it up 

WITNESS: I brought it up as a 
matter of curiosity. 

MR. TILLEY: Q.—This contract 
indicates there the principle of carry- 
ing on business as well or better than 
you can describe it? A.—I assume 
so. I know nothing of it, 

(Rate book Exhibit 400.) 

Q.—That is the book issued by the 
Dominion Association showing its 
A.—Ye8. 

Q.—What different sources of rev- 
enue had the Dominion Association ? 
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A.—I have no knowledge of what 
sources of revenue they had except 
such as we picked up from literature 
of theirs. 

Q.—You were taking over their 
policies were you not? A.—No, we 
were not taking over their policies. 
We were taking over their policy- 
holders. 


Q.—Were you not re-insuring them? 
A.—Yes, we re-insured their policy- 
holders. 

Q.—What does it mean to re-insure 
a policy? A.—We made an agree- 
ment with them which is expressed 
very clearly in the agreement that we 
agreed to issue certain policies to 
those who would accept them, and our 
policy gives the condition upon 
which 


MR. TILLEY: Just let us put in 
that agreement—— 

MR, LANGMUIR: Q.—Where was 
the head office of this company? A.— 
St. John, New Brunswick. 


MR. TILLEY: Q.—It is an agree- 
ment dated 12th July, 1894? A.— 
May I ask, Mr. Tilley, is this infor- 
mation being asked for in the inter- 
ests of any litigation in connection 
with the Dominion Safety Fund, or 
anybody else, or is it asked for for 
the purpose of this investigation ? 

Q.—I do not know that anything 
has been said that would indicate any 
reason why you should make such a 
suggestion. I did not know that there 
was any other litigation. I assumed 
on going through the papers that 
there might be. A.—I did not know 
but what it might be necessary for me 
to consult our solicitor in that case. 

Q.—If you care to consult your 
solicitor, very well. A.—If you say 
there is nothing else in it, as I. under- 
stand it we have no desire to consult 
our solicitor. 

Q.—This agreement is dated 12th 
July, 1894, between your company and 
the Dominion Safety Fund Life Asso- 
ciation? A.—yYes. 

Q.—Was that agreement negotiated 
by youP A.—The first part of the 
negotiations were made by me, and 
the final agreement was concluded by 
the President, Mr. Riley, the Chair- 
man of the Executive Committee and 
myself and our solicitor. 

Q.—This will be Exhibit 401. Then 
that agreement, without reading it 
all through for the present, was sup- 
nlemented by another agreement of 
the 31st December, 1894? A.—Yes> 
(Exhibit 402.) 
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Q.—Then is it right to say that on 
the institution of that agreement of 
12th July, 1894, that your company 
assumed the control of the arrange- 
ment whereby the old policyholders of 
the Dominion Safety Fund were 
transferred to your company? A.— 
We agreed to accept them if they 
made applications to us, 

Q.—Who assumed the control of the 
proceedings then to get them into 
your company? Was that done with 
youP A.—No, that was done by the 
Dominion Safety Fund, and you had 
a circular there that was issued by 
them. 

Q.—Was that circular planned and 
arranged with you, or was that got 
up entirely without your concurrence? 
A.—I do not think I ever saw it or 
heard of it until after it was issued 
and I got a copy. 

Q.—Did Mr. Spur when that agree- 
ment was signed act in any capacity 
for the Great West Life? A.—No. 

Q.—Was he paid for services sub- 
sequently? A.—He was paid subse- 
quently for services rendered. 

Q.—In connection with what? A. 
—With the Great West Life. 

Q.—Of what nature were the ser- 
vices? A.—Of an advisory nature. I 
forget what we called him. I can 
look up the correspondence. 

MR. JARDINE: They are looking 
ib-upwe os 
MR. TILLEY: You have not it 
here P 

MR. JARDINE: We have just 
moved our office, and we have three 
or four men looking it up now. 

WITNESS: It is twelve years old, 
and we are not quite as familiar with 
it as we might be. 

MR, TILLEY: Q.—The document 
itself was executed twelve years ago, 
but you still have it on your books? 
A.—Yes. 

Q.—And it is still a current mat- 
ter? A.—Yes. 

Q.—At the time the agreement was 
entered into there were 1.101 policies 
in the old Dominion Safety Associa- 
tion? A—Yes, 

Q.—Covering $1,320,000 of insur- 
anceP A.—Yes. 

Q.—Can you tell me how many 
policyholders there are now left of 
those? A.—About 250. I can give 
vou the exact number if you will wait. 
Perhaps 300. This is just from mem- 
ory. 

Q.—Between 250 and 300? A.— 
Yes. 
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Q.—How much _ insurance in 
amount? A.—A few of them have 
only $1,000, but they are almost all 
$1,000 policies. 

MR. JARDINE: We can get the 
exact figures. 

MR, TILLEY: But you would say 
roughly what? 

MR. JARDINE: Betwéen $300,000 
and $400,000 of insurance. 

MR. TILLEY: Still on your books? 

MR, JARDINE: Yes. 

MR. TILLEY: Are the receipts and 
‘things in connection with that class 
of policies kept entirely separate from 
your other business? 

MR. JARDINE: Yes. - 

MR. TILLEY: There is no mixing 
of the funds at all? 

MR. JARDINE: No. 

MR, TILLEY: Death losses in that 
branch are charged up to that branch, 
and no expense of your business is 
charged other than the taking from it 
of the amount allowed for expenses 
and the premiums. 

MR. JARDINE: That is all. 

MR. TILLEY: Q.—You cannot tell 
for what period of time Mr. Spur, the 
ex-President of the Dominion Safety 
Fund, was remunerated by you? A. 
—A very short time I think. The 
correspondence will show. 

Q.—Did it commence as soon as this 
document of the 12th July was signed? 
A.—We got him to act, if I remem- 
ber rightly, on our local Board, with 
other parties. 

Q.—At what time? A.—As soon as 
we organized the local Board there. 

Q.—When did you organize the local 
Board? A.—Immediately after we 
made these arrangements. 

Q.—Would you say that on the 12th 
July he became Chairman of your 
local Board? A.—Oh, no; it was sub- 
sequent to that. 

Q.—How long subsequent? A.—Oh, 
probably a month or two, I do not 
remember exactly now, I think per- 
haps we can look it up and find it 
out. 

MR. TILLEY: Have you the cor- 
respondence here yet, Mr. Jardine? 

MR. JARDINE: Yes sir, here are 
some letters. 

MR. TILLEY: Q.—What was the 

amount you paid Mr. Spur? A.—My 
recollection is it was $500. It is re- 
ferred to I think in the correspond- 
ence. 
Q.—Did you pay him anything in 
connection with services for carrying 
through his arrangement? A.—Ob. 
nothing at all. 


Great West Life. 
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Q.—He demanded it? A.—Certain- 

ly we did not recognize anything of 
the kind only just so far as any work 
might devolve upon the Great West 
Life in connection with that agree- 
ment. 
Q.—What work would devolve on 
the Great West Life under that agree- 
ment? A.—Well we had to issue poli- 
cles and acknowledge payments. 

Q.—And that was done from where? 
A.—The policies were written here 
and sent down to St. John and issued 
from there. 

Q.—By whom? A.—At the start 
by Mr. Spur, or Mr. Campbell I think, 
and we made a temporary arrange- 
ment with Mr. Campbell, who had 
been Secretary of that institution, but 
that answered for a very short time, 
and we were not satisfied with the 
arrangement, and we took down Mr. 
Robert Young, who is at present in 
the audience here, and I have no 
doubt that he could probably give more 
definite information about this than 
I could, as he took over the business 
for the Great West Life. 

Q.—At what time, July? A.—I do 
not remember the month. It was 
some months after that, 

JUDGE MacTAVISH: Some months 
after the agreement was made? A.— 
Yes, it took some time to get the part- 
ies to make an application, and to 
agree to accept our policies. 

MR. TILLEY: Q.—Who was at- 
tending to that—to get the parties to 
accept your policies? A.—They had 
to do that. They corresponded with 
them. We submitted our policies. 
We prepared the policies in accord- 
ance with the agreement, and upon 
payment to us of the premium we 
were prepared to hand over the policy. 

Q.—Is that all you had to do in 
connection with the matter? You 
were not to get the parties to take 
your policies, or you were not con- 
cerned with that? A.—I believe the 
agreement distinctly states that we 
were to assist in getting them to take 


‘our policies. 


Q.—I would like to know what you 
say about it? A.—TI have forgotten. 

Q.—What was the understanding? 
A.—It is expressed in the agreement. 

Q.—If you will tell us what you 
understood to be the understanding 
of your company— A.—I could not 
do it without reading the agreement 
over. 

Q.—Were you represented on the 
ground by Mr. Young? A.—Yes. He 
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was subsequently our manager for the 
Maritime provinces, in charge of our 
business. . 

Q.—Did he join in issuing the cir- 
culars to the policyholders in the old 
Dominion Safety? A.—Any circular 
that was sent would be prepared by the 
Dominion Safety Fund and the Great 
West Life. 

Q.—CombinedP A.—Yes, it may 
have been combined—no, the first cir- 
cular seems to intimate that it was 
issued by Mr. Spur in the first in- 
stance to find out if they had agreed 
to this bargain. I have not read it 
over. 

Q.—Here is a circular on the same 
date as the date of the agreement? 
A.—Yes. 

Q.—Was that document not prepar- 
ed at the time of the agreement? A. 
—I do not think so. (Circular exhibit 
403.) 

Q.—This is dated July 12th, 1894, 
addressed to the policyholders of the 
Dominion Safety Fund Life’ Associa- 
tion. (Reads circular.) That was an 
intimation to the policyholders that 
they would be insured by you on as 
favorable terms to them, under similar 
conditions as existed between the Do- 
minion Safety Company and them at 
that time? A.—Apparently, yes. 


Q.—‘‘The proposal which your Di- 
rectors present is that of re-insur- 
ance.’ Is that what you regarded it, 
as re-insurance? A.—Yes, I suppose 
that would be the correct term. You 
will observe the agreement distinctly 
excepts one part of their contract. 

Q.—I am trying to see whether the 
policyholders down there knew whether 
anything was excepted from their pol- 
icy? A.—My recollection is that Mr. 
Spur or the Dominion Safety Fund, 
communicated with the shareholders 
_ in respect of that: 

Q.—I am reading what you have 
given me. A.—I am not giving you 
the papers of the Dominion Safety 
und. 

Q.—On July 12th, 1894, one must 
feel that you must have some check 
on circulars that would be issued, be- 
cause you would be a party to the 
transaction? A.—No, we have noth- 
ing whatsoever and we expressly in 
' words except any connection with that 
portion of their business. 

Q.—What portion? A.—The Safety 
Fund. 

Q.—That is all very Tol but I want 
to know whether you now want to 
alter what you said a few minutes ago 
about circulars being issued, although 
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probably not jointly, by the two Bef: 
ee the concurrence of both parties? 

A.—Well, we issued circulars signed 
by the company. 

Q.—By your own company? A.— 

es. 

Q.—Will you show me them? A.— 
We have not been able to find any. 

Q.—You produce to me four circul- 
ars. The first one commences with 
the date of the agreement, July 12th, 
1904. Another February Ist, 1904, 
and another of the same date, and an- 
other document of the first date? 
A.—Yes, those are the documents I 
found. 

Q.—Those enclose the forms of ap- 
plication to be signed by the policy- 
holders? A.—We have looked through 
our scrapbook and elsewhere for any 
circulars we issued at that time. 

Q.—Let me ask you this; did your 
company not take part in settling the 
form of application to be made by the 
policyholders in the old company for 
insurance in your company? Do you 
mean to say you left that all to the 
other company to be carried on by 
them? A.—I think that probably was 
left to us. 

Q.—Cannot you go further than 


that? A.—I cannot remember, but 


I think likely. 

Q.—Were you not down there your- 
self? A.—I started the negotiation 
myself, and brought them up to a cer- 
tain point. 

Q.—But you never dropped out? 
A.- -No. 

Q.—You were in it from start to 
finishP A.—Yes. 

Q.—Was the agreement signed down 
in St. John? A.—That is my recol- 
lection, but I think you had better 
look at it. 

Q.—It was confirmed by a resolu- 
tion of the Directors down there? A. 
—It was attended to by our solici- 
tor, Mr. Culver, and he is dead now. 

Q.—It is signed by Macdonald, 
President, and Jardine, ‘Secretary? 
A.—That must have been signed up 
here, because Mr. Jardine was not 
down there, and the seals attached to 
that must have been done in Winni- 
peg. 

Q.—Your seal does not seem to be 
Gnw ite AY C8. eit is: OUT) seal oe <e 
can see it from here. 

Q.—I thought it was the other com- 
pany’s seal? A.—No, it does not look ° 
like it when I see it closely. It may 
be the one they got which has our 
seal on. 
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Q.—You would have a completed 
copy of theirs and they would have 
a completed copy of yours? A.—Yes, 
that was all attended to by our solici- 
tor, 

Q.—Can you not refresh your mem- 
ory as to whether the circular was 
issued on the same day the agreement 
was signed was not a document that 
was reduced to its terms after con- 
sultation between you and Mr. Spur? 
A.—No, I think that was their own 
See entirely. 

Q.—You were very much interested 
in getting the negotiation through 
were you notP A.—Yes, but I had 
no knowledge from their standpoint 
as to why they should sell out their 
business. I can answer all questions 
as to why we bought, but I do not 
pretend to enter into the question of 
what induced them to sell out. 

Q.—I have not-asked that. -A.— 
Some of them would not of course 
consent to the arrangement. 

Q.—What happened to those? A.— 
Some of them just simply dropped 
their insurance, and others remained 
out for a longer time. 

Q.—What happened to them eventu- 
ally? A.—Well, they finally came to 
some settlement with Mr. Spur. 

Q.—Mr. Spur had to deal with 
themP A.—Yes. 


Q.—The clause as to getting the 
consent of these parties is numbered 
four in your agreement of the 12th 
July, 1894, and in that agreement 
your company is the party of the first 
part, and the Dominion Safety Com- 
pany. is the party of the second part, 
and the clause reads: ‘‘The party of 
the first part will, with the assist- 
ance of the party of the second part, 
as soon as possible endeavour to ob- 
tain the consent of the policyholders.”’ 


(Reads.) So that under the agree- — 


ment your company, with the assist- 
ance of the Dominion. Company, was 
to get the consent? A.—Apparently. 

Q.—No doubt that these circulars 
were sent out by you, using the name 
of the Dominion Safety Fund Com- 
pany in order to get that consent? 
A.—It may be so, I have no definite 
recollection. but I have no doubt these 
circulars will show. 

Q.—I am taking the circular of the 
12th June? A.—You are referring to 
circulars from us? 

Q.—Circulars issued in the name of 
the Dominion Safety Company or Mr. 
Spur, President, would be issued by 
you? A.—No, we would issue circu- 
lars also. 
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Q.—Show me a circular you issued 
in your name. Would you swear 
there was one? A.—I would not like 
to swear there was one, but I would 
suppose there was. 

Q.—I have handed to me all the 
circulars supposed to be issued, and 
there is not one signed by your com- 
pany? A.—We have never stated 
these are all the circulars issued. 

Q.—Will you state it now? A.— 
No, 

Q.—Are there any others? A.—I 
have looked and have not found any 
others. I should like to get assist- 
ance. Do you remember whether we 
issued a circular, Mr. Young? 

MR. YOUNG: That was before my 
time. 

WITNESS: Then I cannot tell. Mr. 
Jardine tells me he made a search 
through old material. 

MR. TILLEY: Did you get these 
circulars P 


MR. JARDINE: Yes. 

Q.—Are they the only ones you 
had P 

MR, JARDINE: All that I could 
find, all that I know of. 


MR. TILLEY: Have you any recol- 
lection about the issuing of these 
circulars? 


MR. JARDINE: None whatever. 
MR. TILLEY: Of any of them? 
MR. JARDINE: No, sir. 


MR. TILLEY: Q.—And you do not- 
remember, Mr. Brock, anything about 
who settled the form of the circular? 
A.—Judging by the appearance of 
that I feel quite satisfied it was Mr. 
DeWolfe Spur’s own production, 

Q.—You would not put it in this 
language? A.—No, I have not that 
detailed information. 

Q.—What is that? A.—The de- 
tails° of the company’s business. 

Q.—Do you mean to say you had 
not in your knowledge the informa- 
tion that the Dominion Safety had 
lost through the failure of the Mari- 
time Bank in which their Dominion 
deposit was placed? A.—He men- 
tioned that to me. 

Q.—That was a well-known fact in 
insurance circles and it was badly 
crippling the company? A.—I never 
knew it until I went to St. John, 
never heard of the company in my 
life. 

Q.—You knew it then? A.—He 
mentioned it to me. T remember his 
mentioning it to me, that he had lost 
money in the bank. 
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Q.—That feature would be some- 
thing that you would be aware of? 
A.—Oh, yes; but I do not think the 
circular bears any evidence of my 
having anything to do with it, and 
I think probably we issued a circular 
with it. 

Q.—But you cannot produce any 
copy of the circular, or show me any 
correspondence bearing upon it in any 
way? Is that right? 

“MR. JARDINE: I have not looked 
up the correspondence. 

MR. TILLEY: Could you look up 
any correspondence which would in 
any way help? 

MR. JARDINE: We will have it 
looked up if there is time. 

MR. TILLEY: There is no doubt 
these are all that you have? 


MR. JARDINE: I am sure they 
are all there, 

Q.—This says, ‘“The Directors have 
therefore deemed it expedient to take 
advantage of those clauses in the 
Dominion Act relating to withdraw- 
als.’ (Reads.) That looks as if some- 
thing was being put here which Mr. 
Brock would know more about than 
Mr. Spur? A.—It looks as if it was 
taken from the blue book. 

Q.—That would be taken from the 
blue book? A.—Those figures are in 
the blue books, and that is not the 
way I would have expressed it if I 
had drawn it, and besides Mr. Spur 
did not require anybody to assist him. 
He had had longer experience than 
T had in insurance matters. He was 
12 or 13 years there. 

Q.—How long did you have this cir- 
cular in your possession? A.—1] sup- 
pose we filed it at the time of the 
transfer. 

Q.—That. was, the 12th July? A.— 

es. 

Q.—‘‘It is hardly necessary to say 
that this re-insurance contract pre- 
serves inviolate every richt and pri- 
vilege of our policyholders. and no 
interest of anyone of them will be al- 
lowed to suffer in the slightest degree 
by reason of this change.’’ Did you 
notice that clause? A.—Yes. 

Q.—Did that fairly express the ar- 
rangement you were making? A.— 
As far as insurance was concerned. 

Q.—‘‘Préserves inviolate every right 
and privilege of our policyholders.”’ 
Will you say that was the fact? A. 
—In regard to insurance. That does 
not refer to the Safety Fund evidently 
IT should think. 

Q.—It does not refer to it simply 
because there would be an absolute 
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misstatement if it did refer to it? 
A.—I think so. 

Q.—Therefore taken broadly it is a 
misstatement? A.—Apparently. 

Q.—Did you correct it in any way? 
A.—I do not remember anything about 
it. I have not the slightest recollec- 
tion of it. 

Q.—You knew your agreement with 
the Dominion Safety Fund was not 
preserving all the rights of the old 
policyholders? A.—No. Well I as- 
sume that they had already made 
some settlement with the others in 
connection with their— 

Q.—But do you think it was right 
to assume that when this document 
was dated the very date of your agree- 
ment without making some inquiries 
to ascertain—  A.—He had to get a 
settlement with them in connection 
with that before he could withdraw 
his deposit, so that he would have to 
come to some arrangement with them 
about that safety fund part of it. 

Q.—The arrangement he could come 
to about that would be to get them 
to give up their old policies and take 
yours? A.—Yes. 

Q.—And this was the circular that 
was endeavoring to bring that about? 
A.—Oh, but he had negotiations with 
them and paid them money. 

Q.—There could not have been any 
negotiation between the date of your 
agreement and this circular, because 
they are both the same date? A.— 
That may have been sent to somebody 
who had no interest in the Dominion 
Safety Fund. 

Q.—‘‘The undersigned, (Mr. Spur) 
will in future represent the Great 
West Life Company at St. John.’’ 
(Reads.) So that on the day of this 
agreement it was understood he was 
to represent your company? A.— 
Unquestionably from that. 

Q.—‘‘Enclosed herewith is a print- 
ed form of application for the pro- 
posed transfer of your  insurance.’’ 
(Reads.) You would not have issued 
that circular over your own signature 
would you? A.—I could not, it was 
their circular. 

Q.—You would not do it if you were 
responsible for the correctness of the 
facts stated? A.—I do not remember 
now the conditions of their policy. I 
have not read this policy over, and 
I do not remember exactly the pur- 
port of it. I know our solicitor Mr. 
Culver was very careful in preparing 
the agreement that we should have no 
dealings with the Safety Fund. 
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Q.—Would you have issued that cir- 
cular over your own signature? A.— 
As Manager of the Great West Life? 

Q.—As Mr. Brock? A.—I could not 
have done it. 

Q.—If you had been the one to issue 
that circular would you have put it in 
that language? A.—I had no know- 
ledge of the affairs between Mr. Spur 
and the depositors in the Safety Fund. 

Q.—You knew a certain fund to 
which these policyholders had contri- 
buted— A.—Some of them only. 


Q.—Was not to be held for their 
benefit any longer? A.—It was be- 
ing divided among them, I under- 
stood, by Mr. Spur. 

Q.—What did that fund consist of ? 
A.—I do not know. 

_ Q.—You do not know anything about 
it? A.—I do not remember how, I 
suppose the policy explains it. 

Q.—Are you frank when you say 
you do not remember? A.—I have 
not a clear recollection. 

Q.—We will develop it as you go 
along? A.—Let me see the policy. It 


is not fair to ask me questions about - 


it now. I have no doubt I went thor- 
oughly into it 12 years ago, but that 
is a long time ago. 

Q.—Have you not had correspond- 
ence with the policyholders from that 
time to this asking for information 
and complaining about rates, that 
kept this thing constantly in your 
mind? A.—Never a reference to the 
Safety Fund since we took over the 
business as I recollect of. 

Q.—What do you mean by Safety 
Fund? A.—That is the reference to 
a at 

.—That fund absolutely disappear- 
ed? A.—I believe it was teed 

Q.—You got $25,000? <A.—yYes, 
from the company. 

Q.—Where did that come from? 
A.—From the company. . 

Q.—Where from? A.—I suppose 
from the stock— well I understood 
that was from the company. 

Q.—Tell me what the Safety Fund 
was that you are speaking about? 


A.—‘The said. association will com- 
plete and register.’”’ (Reads from 
policy.) 


Q.—Tell me what is the Safety 
Fund? A.—It was the $10 payment 
by the members, and it was appar- 
ently to be accumulated and divided 
in the way set forth here. 

Q.—For what purpose was it to be 
used? A.—It says, “shall be appor- 
tioned as dividends. to the several 
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members of that class.’’ And it says 
‘such dividends shall be applied to 
the reduction of the premium after 
the first distribution of interest.’’ 


Q.—That fund was contributed to 
by the policyholders at the rate of 
$10 for each thousand? A.—yYes, by 
some of them. 

Q.—Some took the Safety Fund, and 
some did not? A.—Well, those in 
that class contributed in that way. 

Q.—Besides that payment what pay- 
ment did they make? A.—They paid 
for their insurance—insurance prem- 
ium. 

Q.—How was the insurance prem- 
ium settled? A.—They paid the 
amount called for, I understand, for 
their age, for their present age by the 
actuaries’ tables of mortality. I 
noticed that in the blue book just 
now, and refreshed my memory in re- 
gard to it. 

Q.—Was it a level assessment, or 
was the assessment based on the age 
in the year in which the assessment 
was made? A.—It is the same as a 
yearly renewal of the premium. 

Q.—It is the same as term insur- 
ance? A.—It is a term insurance. 


Q.—They were governed by the 
actual death rate? A.—As I under- 
stood their policy if that was not 
sufficient they would make a further 
call. I notice in their circular one 
point that made that clear, ‘‘Cost 
of insurance must be paid by the in- 
surer.”’? (Reads.) 

Q.—That is they were being assessed 
to pay the death claims? A.—If the 
premium was in excess of the amount 
paid in. the term ran, then they 
agreed they would pay so much addi- 
tional. 

Q.—That would be the net premium. 
Now what was added to that for the 
company ? A.—Three dollars per 
thousand per annum. 

Q.—Did your policy duplicate the 
provisions of the old policy? A.—Not 
in any respect in connection with this 
Safety Fund, only the insurance. 

Q.—Why did you eliminate the 
Safety Fund? A.—Because we did not 
wish to have anything to do with the 
Safety Fund, and we understood a 
part of that. monev had been lost by 
the failure of the Maritime Bank. 

Q.—Where was the money that was 
lost? A.—It was in the Maritime 
Bank. : 

Q.—Deposited there to the credit 
of the Government? A.—Yes. 


1932 ROYAL COMMISSION ON 


59th day, July 25, 1906. 


Q.—As part of the reserve? A.— 
No, as part of the deposit. 

Q.—As part of the required deposit 
by the Government? A.—Yes. 

Q.—$45,000 I think? A.—It seemed 
to me very strange, I could hardly 
understand it, when Mr. Spur ex- 
plained to me, he said the Government 
refused to accept any . liability, 
although it was in the name of the 
Government. I have never looked after 
that legal question, or asked any 
opinion about it, but it was in the 
name of the Government. 

Q.—That was in 1894. 
litigation. The Government repudi- 
ated A.—Yes, and it was held 
they were common creditors. 

Q.—The Government sought to be 
held to be preferred creditors of the 
bankP A.—Yes. 

Q.—That was part of the deposit 
that was lost to the extent of $45,000, 
ee any dividend they would get? A. 

Q. end they puicodaertly put up a 
further deposit? A.—I assume so. 

Q.—Was that not what the Safety 
Fund was for—to provide that de- 
posit? A.—I could not say. 

Q.—I should like to know what you 
have to say about it? A.—I am not 
prepared to express a legal opinion 
on that. 

Q.—I am not asking for a legal 
opinion. JI am asking you your under- 
standing at the time, and refresh your 
memory as much as you please by the 
policy? A.—Will you put your ques- 
tion again, I do not quite under- 
stand it. 

Q.—Was that not the object of the 
Safety Fund, to provide that Govern- 
ment deposit, to give them a fund 


There was 


out of which to provide a deposit? . 


A.—Yes, there is a clause. That 
appears to be the object. 


Q.—We have got that far, that the. 


Safety Fund was a fund raised by 
each man contributing $10 when he 
would go into the company? A.— 
Yes. 

Q.—And that $10 being put up by 
new members all the time would pro- 
vide that money with which to keep 
up their deposit? A.—Yes. 

().—And as they would get the new 
members in it they would be able to 
release the $10 by the old members? 
A.—Yes, 

Q.—That was the scheme? A.—Yes. 
* Q.—At the time you made the ar- 
rangement with them there was a 
Government deposit? A.—Yes. 
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Q.—And you were to get $25,000 out 
of that? A.—We were to get $25,000 
from the company. 

Q.—But that was the source from 
which it was to come; that is plain is 
it not? A.—No, I think they would 
pay us money for securities, and that 
subsequently they offered: us certain 
securities they had on hand, and that 
we agreed to accept those. 

Q.—Is it not perfectly plain by this 
document that you were to get $25,- 
000 of the money in the deposit there? 
A.—Which deposit? 

Q.—Here is the clause which refers 
to it. (Reads clause.) It goes on all 
the way through referring to the Gov- 
ernment deposit. Was that not the 
source from which your $25,000 was 
to come, and was not that the only 
source? A.—I do not really know. I 
assume they had. some other money be- 
sides that. 

Q.—Some other money besides what? 
A.—Besides what they had deposited. 

Q.—This whole agreement seems to 


_ be based on the stipulation that you 


shall get some transfer or release of 
that fund, so that you will be amply 
secured P A.—Just read the other 
clause which shows we have nothing 
to do with that fund. 

Q.—There is no clause that you shal] 
have nothing to do with it as far as 
the policyholders who are interested 
in it are concerned, but there is this 
clause which says you shall take it? 
A.—Will you allow me to read that 
clause ? 

Q.—I will read the clause I am at, 
and will read the other clause when 
I come:.to that, part of. it? «.A.—. 
think it is absolutely essential that I 
should have in mind what that other 
clause was. 

Q.—Oh yes, you can run through it 
for that purpose? A.—We agree here 
to pay the death claims of the said 
parties. 

Q.—There is no doubt that the 
agreement stipulates that you shall 
not account to these policyholders for 
that safety fund? A.—It goes on to 
show we must have the death claims 
submitted to us. 

Q.—It is no doubt perfectly clear 
under this agreement, that you were 
protecting yourselves against applying 
that Safety Fund in reduction of 
premiums, as the other company was 
bound to do. They were bound to do 
that? A.—They evidently had some 
liability in connection with that that 
we were not to assume. 
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Q.—And the liability they had was 
to apply that money in the reduction 
of the premiums, or in some way give 
the policyholders the benefit of it? 
A.—Yes, that would be it, certainly. 

Q.—The point I was making with 
you was that you were to get $25,000 
of that Safety Fund, and by reading 
this whole agreement together you 
were to take the $25,000 of the Safety 
Fund and keep it, and ‘not give it 
back to policyholders? A.—yYou said 
a minute ago that that $40,000 was 
lost, and the parties had to replace it 
out of other moneys. 


Q.—I said when the transaction 
went through there was this deposit? 
A.—Yes. 

-Q.—And that deposit represented 
the Safety Fund? A.—No, because 
-the Safety Fund had been lost. 


Q.—The $45,000 had been lost, not 
the whole fund? A.—And then the 
parties themselves put up their own 
funds. 

Q.—Let us know about that? A.— 
That is my understanding. 

Q.—What parties? A.—The Domin- 
ion Safety Fund. 

Q.—The shareholders or the com- 
pany? A.—The company. . 

Q.—What moneys had the company 
besides the Safety Fund out of which 
to do it? A.—I do not remember now 
what funds they had. 

Q.—The source of its revenue would 
be the $10 to the Safety Fund, and 
the actual payment for death claims 
and the expense? A.—They may have 
had some stock or something else that 
I do not know of. 

See do not remember? Ae 

oO. 

Q.—If you were to keep that $25.- 
000 and not account tothe policyhold- 
ers for it, which you were to get out 
of the Government deposit, do vou 
think the circulars issued to the pol- 
icyholders are fair statements of the 
arrangement between you and_ the 
other company? A.—Unless the Do- 
minion Safety Fund made some settle- 
ment with them in regard to that. I 
do not. 

Q.—Will you tell me whether vou 
ever took any pains to ingu:re whether 
these policyholders had been settled 
with or not? A.—I understand that 
was investigated by the Government, 
and that they would not release their 
securities until they had settled with 
them. 

Q.—You understood that at the time 
these circulars had been sent out that 
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they had not been settled with? A. 
—No, it must have been subsequent. 

Q.—So that you knew at the time 
you saw this clause in the circular 
that it was untrue? A.—I do not 
know when I saw that clause in the 
circular.: 

Q.—I understood you to tell us it 
was about the time it was issued? 
A.—No, excuse me. I said we just 
discovered it the other day, and I do 
not know that I ever saw it before. 
I may have, but I do not remember. 


Q.—Did the Government release 
that deposit that it had at Ottawa 
upon it being shown that the policy- 
holders had taken your policies in- 
stead of the policies in the old com- 
panyP A.—Excuse me, I was just 
reading this note, which I might be 
allowed to do. Mr. Young sent me 
this note, ‘“‘There was a residue of 
safety fund at the time of the trans- 
fer which was distributed to the proper 
parties.”?’ He was living down there 
and had charge of our business, and 
I suppose he has more accurate know- 
ledge of what occurred than IJ had. 

MR. TILLEY: How much was dis- 
tributed ? 

MR. YOUNG: I could not tell you. 

WITNESS: A settlement was made 
with them I understand. 


MR. TILLEY: Q.—After taking 
out the $25,000 they state the bal- 
anceP A.—What they paid them I 
have not the slightest idea. I have 
not a knowledge of one circumstance 
in connection with it, and we felt 
there might be some difficulty in mak- 
ing the settlement, but we had noth- 
ing to do with it, it was not our busi- 
ness. 

Q.—The agreement says you were 
to get them to transfer? A.—If they 
would take our policies, that was the 
whole settlement. 

Q.—The settlement was the taking 
of your policies? A.—Well it was a 
different thing— 

Q.—But the Government would con- 
sider it settled when they took your 
policy in lieu of their own? A.— 
When they agreed to surrender their 
policies I suppose that settled the 
whole matter. Some of them were 
outstanding for a long time. 

Q.—There is no question that these 
circulars were the representations on 
which your policyholders took your 
policies and gave up their own. There 
cannot be any question about thatP 
A.—The policies that were submitted 
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—they were given an opportunity to 
see them before they signed it. 

Q.—But they read the printed cir- 
cular, and it says the policy will be 
the same, and that every right they 
have will be preserved inviolate? A. 
—Yes. 

Q.—So that they would consent to 
give up their own policy without pay- 
ing much attention to its terms, and 
take a new one, believing every right 
they had would be protected? A.—I 
would assume that circular would only 
go to those that were settled with. 

Q.—That is another circular of 
which you have not a copy apparently, 
November Ist, 1894, exhibit 404, 
which reads in this way— (Reads cir- 
cular.) So that they could not know 
the terms of that up to November lst? 
A.—No. 

Q.—Have you a copy of the circular 
of October? Apparently there is one 
of July and another of October. I 
. have not the one of October. Have 
you? A.—Not that we are able to 
find it. 

Q.—After those two circulars were 
sent out this one of November lst was 
sent out, pointing out three options 
the policyholder had. (Reads circular.) 
Do you think that is fair? A.—I 
think not, if they had not settled with 
him. 

Q.—This was issued by Mr. Spur, 
the Chairman of the Board? A.—Not 
as°Chairman. 

Q.—The circulars of necessity would 
be sent out in the name of the old 
company? A.—He would never con- 
sult us as to what he did with the 
safety fund. 

Q.—The agreement provided it 
should be done by one, the other assist- 
ing. Mr. Spur is chairman of your 
Board and President of the old com- 
pany, and he is doing the work. Do 
you think you are not responsible? 
A.—How does he sign it? 

Q.—J. De Wolfe Spur, President? 
A.—He was not President of the Great 
West Life. 

Q.—He is President of the Domin- 
ion Safety Fund? A.—We are not 
responsible for that circular, and I 
think you would advise us that way 
now if we asked you. 

Q.—On February Ist, 1905, Mr. 
Spur sends out to the policyholders a 
circular reading in this way ‘‘In ac- 
cordance with the re-insurance ar- 
rangement made with the Great West 
Life Assurance Company a policy of 
that company is now ready, and will 
be sent in exchange and in substitn- 
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tion for your policy in this Associa- 
tion, on receipt of the premium called 
for by the enclosed notice, and this 
payment will be acknowledged by re- 
ceipt of the Great West Life Com- 
pany. Yours truly, J. De Wolfe 
Spur, President.’’ Then you issue 
your form of policy, and you supplied 
us with two or three forms. Are they 
of different kinds? A.—There is some 
distinction in the conditions as to oc- 
cupation. There is some slight varia- 
tion. We followed the Safety Fund 
in regard to that. 

Q.—This will be Exhibit 405. This 
policy reads in this way: ‘‘The Great 
West Life Assurance Company, Head 
office, Winnipeg, Manitoba.’’ (Reads.) 
Does that not incorporate into your 
contract all the conditions and ar- 
rangements made between the policy- 
holder and the old company? A.—I 
suppose that is a legal question. 

Q.—What would you say about that? 
Is it not clear that that is what the 
insured ‘would think, at any rate? 
A.—Yes, I think so. 

Q.—Were all the conditions incor- 
porated? The fact is they were not? 

A.—You see they were if the applica- 
ron was incorporated. 

Q.—Was the agreement that was 
made assumed to incorporate all the 
conditions, or was not that Safety 
Fund transaction eliminated? A.— 
Then I suppose that was not in the 
application. That may have been a 
separate thing for all I know. 

Q.—‘‘The statements and _ agree- 
ments made to the Dominion Fund 
Life Association in the application for 
insurance.’? Have you the form of 
application here? A.—No, I have 
not, but we can get you one. 

Q.—Then in the margin ‘‘This policy 
is issued in exchange and substitution 
for certificate number 4675 of the Do- 
minion Fund life Association.’’ On 
the back of it are certain conditions 
and privileges. ‘‘The premium pay- 
able under this policy of insurance 
shall consist of the expense charge of 
$3 per annum upon each $1,000 insur- 
ance, together with the annual assese- 
ment,’’ etc. (Reads.) What is the 
force of stipulating that you shall not 
charge an amount less than the table 
of rates shown on the policy? A.— 
It means we shall charge him the 
full amount. 

Q.—What is the force of that stip- 
ulation P A.—The force is that’ if 
there should be a surplus that we 
should be entitled to that surplus. 
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Q.—That is to say, if there is a sur- 
plus by charging these rates that are 
endorsed on the policy that he could 
not say to you ‘‘I have been paying 
more than sufficient to carry the poli- 
cies, and therefore you must account 
to me for something back?’? A.—Yes. 

Q.—Do you think the assured might 
assume from that that the rates were 
not to change from that table? A.— 
I do not think so. 

Q.—Have they changed from that 
table? A.—Yes. 

antes have ‘gone wp consider- 
ably? §A.—In some years consider- 
ably. For several years they were 
just uniform. 

Q.—And where did you get that 
table of rates? A.—From the act- 
uary’s table of mortality. 

Q.—Did you get it from the policy 
that was in use? A.—Well, from the 
same table, yes. 

MR. TILLEY: There is a table on 
the back of the Dominion Safety Fund 
policy; are those tables exactly the 
same, Mr. Jardine? 

MR. JARDINE: I think so. 

MR. TILLEY: Q.—The Dominion 
Safety Fund has a table of ratios? 

MR. JARDINE: Yes. 

MR. TILLEY: At age 25 the ratio 
is 74? 

MR. JARDINE: Yes. 

MR. TILLEY: Multiply that 74 by 
10 and it gives you the cost for that 
year. Your policy has $7.47? 

MR. JARDINE: Yes. 

MR. TILLEY: Your table on the 
back of your policy is not an exact 
equivalent with the table on the back 
of the old policy? 

WITNESS: There is a decimal 
there, and it would make the ratios 
different. We have taken the exact 
figures from the actuary’s tables. 

MR. JARDINE: Take at age 35. 

MR. TILLEY: You charge less at 
35 ? 


MR. JARDINE: There is a little 
variation. We gave it the exact fig- 
ure, and they did not do it exactly. 

WITNESS: They give a table of 
ratios, and we refer to the actuary’s 
table of mortality. Their table is 
founded on that, but the fraction: of 
a cent is eliminated. 

MR. TILLEY: Q.—The result would 
be that on the whole body of policies 
the tables would produce about thre 
same? A.—Yes, in each case, within 
a trifling amount, 

Q.—Did you commence charging the 
policyholders the rate shown on your 
table? A.—Yes. 
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Q.—Take Abraham Latta; it is said 
he was 60 years old in 1895 when the 
transfer was made? A.—Here it is. 

Q.—Is that right? 

MR, JARDINE: Yes. 

MR, LiuwulY: According to your 
table for a man 60 years of age, the 
same table printed on his policy, his 
premium would be $29.17 per $1,000? 

MR. JARDINE: Yes. 

MR. TILLEY: How much was he 
insured for? $2,000, was he not? 

MR. JARDINE: Yes, $2,000. 

MR. TILLEY: So that his premium 
according to that ought to be what? 

MR. JARDINE: If paid annually 
it would be $58.34. 

MR. TILLEY: Here is a card 30th 
April, 1895, acknowledging a quarter- 
ly payment of $16.10? 

MR. JARDINE: Yes. 

MR. TILLEY: That would amount 
to what? 

MR. JARDINE: $64.40. . 

MR. TILLEY: Instead of $58.34? 

MR. JARDINE: Yes. 

MR. TILLEY: You say $64.40 is 
the quarterly equivalent of $58.34? 

MR. JARDINE: Yes. 

MR. TILLEY: On what basis? 

MR. JARDINE: On the basis of 
the Dominion Safety Fund. 

MR. TILLEY: On what? If it is 
the equivalent, it is the equivalent on 
a good high rate of interest? 

MR. JARDINE: It is there on the 
table, 

MR, TILLEY: Your quarterly pay- 
ments are not shown here. 

MR. JARDINE: Those are the an- 
nual premiums, 

MR. TILLEY: Where does it say 
annual? You see the contract reads 
in this way, ‘‘In consideration of the 
statements and agreements made by 
the Dominion Safety Fund Life Asso- 
ciation and of the payments of the 
quarterly premium specified in the con- 
ditions and privileges endorsed here- 
on”’—Would not a man taking that 
policy pay a quarterly premium on 
the basis of that table would be a 
quarter of that amount? What would 
you think ? 

MR. JARDINE: No, I think you 
would not; that is the annual prem- 
ium, and a quarterly premium is a 
quarterly equivalent of it. 

MR. TILLEY: A quarterly equi- 
valent with a fair interest added to 
make good ? 

MR. JARDINE: And the expense 
added to it. It makes four times the. 
work, with the postage, etc. 
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MR. TILLEY: Should not a man 
be shown thatP 

MR. JARDINE: I suppose he was 
shown that. He had his option. 

MR. TILLEY: I have read ‘every- 
thing that I can find that would tell 
me what you were going to do for 
him ? 


MR. JARDINE: I suppose he ap- 
plied for a policy with quarterly prem- 
iums. 

MR. TILLEY: At the present time 
Mr. Latta is paying you at what rate? 

MR. JARDINE: His last payment 
was $78.88. 

MR. TILLEY: That is quarterly? 

MR. JARDINE: Yes. 


MR. TILLEY: Multiply that by 
four and what is he paying you each 
year? 

MR, JARDINE: $815.50. 

MR. TILLEY: How old is he now? 

MR. JARDINE: He is now 71. 

MR. TILLEY: And-according to 
this schedule for the age 71 he should 
be paying $134 to $135— 

MR. JARDINE: Put them on the 
same basis. 

MR. TILLEY: Put them on any 
basis P 

MR. JARDINE: $384.75 is the 
quarterly equivalent. 

MR. TILLEY: And he is paying— 

MR. JARDINE: $278. 

MR. TILLEY: Working out ac- 
cording to this table on a quarterly 
basis, $34.75 would be $278 a yearP 

MR. JARDINE: Yes. 


MR. TILLEY: And he is paying 
$315. 
MR. JARDINE: Yes. 


MR. TILLEY: The difference be- 
ing due to what? . 


MR. JARDINE: To the excessive 
death rate. 

MR. TILLEY: He is paying higher 
than the table. 

MR. JARDINE: He is paying ac- 
cording to his agreement. 

MR. TILLEY: He is paying higher 
than the table itself would indicate? 

MR. JARDINE: Yes. 

MR. TILLEY: Have you a copy of 
the application of Mr. Latta or any 
form of. application P 

MR. JARDINE: 
one, 

MR. TILLEY: Is there anything 
that you know of that was communi- 
cated to Mr. Latta or any other per- 
son in his class that by this transfer 
they were going to lose the benefit 
of any moneys that might be held by 
the company by way of Government 


I will send for 
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deposit or safety fund or anything 
else P 

MR. JARDINE: I do not know 
anything about that at all. 

MR. TILLEY: You know nothing 
that would indicate that one way or 
the other ?P 


MR. JARDINE: No. 


MR. TILLEY: How did you treat 
the $25,000 that was paid to you un- 
der the agreement, Mr. Brock? A.— 
We treated it as a premium receipt. 

(J.—The first year’s premium? A. 
—An extra premium, 

Q.—Would you put it in your first 
premium or renewal premiums? A. 
—First premiums or new premiums. 

Q.—In your Government return you 
would just increase the amount of 
ee first year premium by $25,000? 
A.—Yes. 

Q.—Why did you show it that way? 
A.—-Because there was no other ac- 
count that we could put it to; that 
is the way we always treat the extra 
premium. 

Q.—You call that an extra prem- 
iumP A.—Yes. 

Q.—It was just the profit you were 
making on the transaction? A.—We - 
did not know whether it was going to 
be a profit or not. 


Q.—How could it not be a profit? 
A.—In several ways. If, for instance, 
through contingency a large number 
of these people dropped off—if the rate 
was higher and they did not pay it— 
we would have to pay the death claims 
and we do not know what the death 
claims will be till afterwards. 


Q.—But the policyholders must pay 
premiums based on the actual aces 
rate? A.—Yes. 


Q.—<And to that under the old agree- 
ment $3 was added for expenses? A. 
—Yes. 

Q.—I suppose that more than fully 
covered expenses? A.-—No, it did 
not cover expenses. ' 


Q.—Since you took over the busi- 
ness? A.—No, I think not. That is 
one reason why we wanted the com- 
pany to pay us something additional. 
They discussed this before with cer- 
tain companies, and that acted as a 
barrier, and they were not willing to 
take over the business. 

Q.—Would it not be proper to show 
that $25,000 as income received on 
the transfer of that business? A.— 
That was discvssed with the S~perin- 
tendent of Insurance as to how it © 
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should appear, and he seemed to be 
satisfied with that. 

Q.—Why did you discuss it with 
him? A.—Because he goes over the 
details of all our entries. 

Q.—Why would you need to discuss 
it with him? A.—In the first place 
because the question was raised as to 
whether that should appear as new 
business, or whether it should occupy 
a special item as reinsured business, 
and he decided finally that as we took 
applications in each case, and it was 
not a reinsurance in that way direct- 
ly of the company, we took the appli- 
cation for each policy, and it could be 
treated as new business. I do not see 
it makes any difference which way we 
treated it. 

Q.—You took the application in 
form— A.—Yes, that “seemed to be 
the proper way by our book-keepers to 
enter it, 

Q.—Do you say $34.45 is the quart- 
erly equivalent of an annual prem- 
ium— 

MR. JARDINE: 
by eight. 

MR. TILLEY: This last year is not 
an extra amount. That is just pro- 
gressive, is it not? For instance, last 
year it was $39.44 quarterly, and an- 
other time $36.62, $36.18, $37.16 and 
so on. On the 14th June you receiy- 
ed from him this quarterly payment 
of $39.44? 

MR. JARDINE: Yes. 


MR. TILLEY: Multiply it by four 
and you will see what he was paying. 

MR. JARDINE: $152.76. ° 

MR, TILLEY: And according to 
the table on the policy he would ex- 
pect it to be what? 

MR. JARDINE: $189. 


We multiply it 


JUDGE MacTAVISH: That is for. 


what? 

MR. JARDINE: For a_ year’s 
premium. 

MR. TILLEY: Then according to 


your computation he is not paying 
over $300 a year premium? 

MR. JARDINE: No. 

MR. TILLEY: It is just half of 
what you mentioned before, $152.70? 

MR. JARDINE: Yes. 

JUDGE MacTAVISH: It should be 
$157.76, should it notP 

MR. JARDINE: Yes, that is right. 

MR. TILLEY: That is the premium 
he is paying and the premium he 
would expect to pay according to the 
table on the policy would be $189? 

MR. JARDINE: Yes. 

MR. TILLEY: Do you make a com- 
putation of the premium each year? 
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MR. JARDINE: Yes. 

MR. TILLEY: You make it person- 
ally P 

MR. JARDINE: Yes. 

WITNESS: He means the company 
does it. 

MR. TILLEY: No, I mean what I 


ay. 

MR. JARDINE: I instructed the 
clerk to do it 

MR. TILLEY: To do what? 

MR. JARDINE: To add the per- 
centage necessary to cover the balance 
of death claims. 

MR. TILLEY: Do you actually 
each year make the computation to 
show what each one of these policy- 
holders should pay? 

MR. JARDINE: No sir. The 
premiums received are all on the same 
basis, 

MR. TILLEY: You add a percent- 
age each year? 

MR. JARDINE: Yes. Not the ex- 
act amount, but a percentage. 

MR. TILLEY: Q.—Have you had 
any enquiries from these old Domin- 
ion Safety policyholders on this sub- 
ject of premium, Mr. BrockP A.— 
Yes, we have had letters. 

Q.—Do they complain of the in- 
creased premium? A.—They do, yes, 
just the same way that all our yearly 
renewal policyholders complain, as 
they increase with old age. 

Q.—Do any of them enquire about 
that Dominion Safety Fund? A.— 
Never had anyone enquire. 

Q.—They would not describe it in 
that way; they just had a vague no- 
tion that their premiums would de- 
crease? A.—They never said so, but 
some of them said they did not think 
they would increase so much. 

Q.—Has it been quite a well known 
thing that these premiums would in- 
crease each year, Mr. Jardine? 

MR. JARDINE: Oh, yes. 

WITNESS: The table distinctly 
shows they are expected to increase. 

MR. TILLEY: But I mean over the 
table rates? 

MR. JARDINE: Yes. 

Q.—Have you ever been back to the 
table rates since you took it over, 
Mr. Brock? A.—After we once got 
above it we never got back to it. 

Q.—And will never be back to it? 

MR. JARDINE: We are getting 
close to it. The mortality has been 
more favorable than it was. It was 
very high for a while. 

WITNESS: Right after the change 
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cause some of the parties dropped out, 
the most healthy, I supposé, and pro- 
bably the selection was not the best 
of the lot. 


MR. TILLEY: I will attach the 
form of consent that the policyholders 
were to sign to the circular that was 
issued to them. Have you the form 
of the application here yet? 

MR. JARDINE: Here are some 
forms. 

MR. TILLEY: I put in a form of 
the application, which, under your 
own policy, the Great West policy, is 
incorporated into your policy, and I 
will attach that to Exhibit 399 which 
is the old Dominion policy, which was 
issued pursuant to the application, 
and the application contains this “I 
hereby declare that I have carefully 
read the foregoing answers,’’ etc. 
(Reads.) That application refers to 
this very safety fund and its division. 
It commences in this way ‘‘I so and 
so hereby apply for one certificate of 
membership,’’ etc. ‘‘And I agree to 
make the deposit for the Safety Fund 
as follows.’? So that having applied 
to be put in the Safety Fund, and 
having agreed that any division or dis- 
tribution made by the Agsociation 
should be taken by him to be an equit- 
able distribution of the fund—all that 
application is incorporated in your 
policy, is it not? A.—Apparently. 

Q.—And there is nothing in your 
papers with the policyholders that you 
can show that in any way intimates 
that they are not to have their prem- 
iums reduced by a proper application 
of the Safety Fund moneys that they 
have paid in? A.—No reference to it 
whatever. 

Q.—And the only reference to it is 
the agreement between you and the 
company whereby it says you were par- 
ticular to guard against that between 
you and the company, but the policy- 
holders by the circulars are not told 
anything about it when they exchange 
their policies and take yours? <A.—I 
assume that the policyholders and 
those interested in the Safety Fund 
were all dealt with by that policy. 

JUDGE MacTAVISH: What appli- 
cation is that? 

MR. TILLEY: The application 
to the original Dominion Safety 
Fund Association, and by the policy 
of the Great West all that is incor- 
porated in their policy and made part 
of their contract. There was a form 
here of the application they made to 
your company. Have you that? 
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MR. JARDINE: No. Apparently 
we issued those and sent them down 
here. 


MR. TILLEY: There was one tying 
here yesterday. ‘‘I hereby consent to 
the transfer of my insurance to the 
Great West Life Assurance Company, 
Winnipeg, and agree to accept its 
policy of insurance for the same 
amount as my present insurance in 
the Dominion Safety Life Association,” 
etc. 

MR. LANGMUIR: It is not a new 
application, 

JUDGE MacTAVISH: It is a con- 
sent. 

MR. TILLEY: The _ policyholder 
would think he was transferring from 
one company to the other and in on 
the same basis as he was before. You 
have not a copy of the circular issued 
‘Life Insurance at cost’? by the old 
Dominion Safety Fund Life Associa- 
tion ? 

MR. JARDINE: Yes, I have. 


MR. TILLEY: I suppose that ex- 
plains it just as well as the other does. 
I will put this letter in if it is neces- 
sary. 

Q.—What was that suit? A.—That 
was a suit he commenced against us 
for non-fulfilment of contract of hir- 
ing. 

Q.—Owens was your agent in To- 
ronto? A.—Yes. 


Q.—You have not a copy of his con- 
tract here? A.—No, it is fyled in con- 
nection with the action he commenc- 
ed there. 

Q.—Tell me the basis of his re- 
muneration? He was to get first a 
guarantee of $2,000, was he not? A. 


_—yYes, provided he did a certain 


amount of business, 


Q.—Was he not to be paid on com- 
mission with a guarantee of $2,000? 
A.—Yes. 

Q.—What was the commission? 70 
per cent.P A.—Yes. 

Q.—Was he not promised an extra 
ten per cent. if he wrote a certain 
amount? A.—Yes, 

Q.—We have in a general way his 
contract, 70 per cent., a guarantee of 
$2,000— A.—If he wrote a certain 
amount. 

Q.—Was that contingent on writ- 
ing so much? A.—Contingent on his 
writing so much business monthly. 

Q.—Had he exclusive districts? A. 
—No. 

Q.—That was in the year 1903? A. 
—TI think so. 
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Q.—Was his complaint that you sent 
out circulars offering a discount to 
certain persons to insure with youP 
A.—His complaint was that— 

Q.—I do not want the details? A. 
—The suit has been decided. It-+ was 
decided against him, that his state- 
ments were not reliable. It was simp- 
ly an attempt on his part to make his 
contract run for calendar year. 


Q.—That is not what I was asking 
about. What I would like to know is 
this: was there any complaint be- 
tween you and Owens as to your send- 
ing out letters to people in Toronto 
that he was trying to insure, oftering 
them certain special terms if they 
would send their applications direct 
to the Head Office? A.—I do not 
remember. He made certain state- 
ments in regard to that letter which 
was produced here yesterday. 


Q.—Was the act that you did, of 
which he complained, the sending out 
of that circular letter? A.—Yes. 

Q.—Did you get other complaints 
from other agents of the same kind? 
A.—TI do not recollect any other agent, 
with the exception of Mooring, of Port 
Arthur, whom we had to sve. 


Q.—Were your agents consulted be- 
fore you sent out this circular? A.— 
No. | 
Q.—Do you think it was a fair thing 
to send it out? A.—I thought so at 
the time. 

Q.—Do you think so now? A.— 
Yes, I thought we had no right to 
consult our agents in giving a divi- 
dend directly to our policyholders. 

Q.—These agents had brought to 
you the policyholders? §A.—Some of 
them had 

Q.—I am only dealing with those. 
They had brought them, and they were 
still working for you on commission? 
A.—Yes. 

Q.—And then you, without regard 
to them at all, sent out a letter to 
all the policyholders? A.—Yes. 

Q.—Offering them, if they will send 
their applications direct to you in- 
stead of through the local agent, that 
you will give them 33 1-3 per cent. 
off? A.—That is it. That is just 
the policyholders, of course, and only 
within a certain number of days; I 
forget; I think 12 days or two weeks 
—twelve days. 

Q.—What time was it? A.—March 
19th, and they had to be in before 
the end of March. It was an attempt 
to carry out some views that had been 
expressed by the commission, that it 
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was our duty to try and get business 
cheaper and it was to see whether 
the policyholders would appreciate an 
opportunity of that kind. 

Q.—Did they appreciate it? A.— 
Not to any extent. 


Q.—Was your offer based on a medi- 
cal examination, and so on? A.—It 
was an application that woul] require 
a medical examination, unless they 
had been examined within a reason- 
able time. 

Q.—You had no general complaint 
from your agents? A.—No. 

Q.—So you think insurance agents 
are overpaid? A.—lI do not. 

Q.—So you think they do not get 
too much money? A.—TI do not. 


Q.—Even if they keep it all without 
any rebates? A.—There has to be a 
distinction drawn. It is hard to say 
that an agent, where he is working 
in the country, and can only get $1,- 
000 applications, and has to drive from 
farm to farm to get them—it is a 
serious question whether his contract 
is any too liberal. I think the most 
liberal contracts granted by the com- 
panies do not overpay. Where a man 
has special conditions he may make 
a large income where he can write 
large policies on the same commission 
basis, 

Q.—Take on the average, you think 
they are not too high? A.—I think 
the commissions paid are about right 
under the present circumstances. 


Q.—Take a contract of the nature 
of Owens, where he got 70 per cent., 
and then ten more if he wrote a cer- 
tain amount of business, that would 
bring it up to 80 per cent.? A.—His 
great complaint was that we would 
not allow him to rebate, and he made 
rebates, being offered by other agents. 

Q.—Did he not say to you ‘‘You 
have sent out this circular broadcast, 
and I am trying to insure these 
people?’”? A.—Excuse me, he did not 
say that, because it would not be true. 

Q.—I mean broadcast to the policy- 
holders? A.—That is a _ different 
thing. We only sent it to the policy- 
holders in recognition of the company’s 
success during the first ten years of 
its existence. 

Q.—Did he not want to make the 
same allowance that you were mak- 
ing? A.—No, he wanted to make a 
heavier allowance than that. 

Q.—Have you the correspondence 
here? A.—No. I do not think it was 
correspondence. I think those were 
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objections entered in that suit. It 
was his case or pleadings, or whatever 
you call it. 

Q.—An agent such as that would be 
getting about 80 per cent.; that is if 
he Aan the proper amount of insur- 
ance? A.—No, he would not make 
anything like "80 per cent., because 
that is a graded contract, and the 
commissions on some plans are very 
much less than that. I think com- 
missions were under 50. — 


Q.—If they were 50 per cent. they 
would be 50 per cent. on higher prem- 
iums. Would it not average 50 per 
cent.P A.—No. 

Q.—If he sold the requisite amount 
of insurance? A.—No, because it was 
graded from that down. 

Q.—What would it average on the 
life plan? A.—Probably 60 per cent. ; 
that is taking ten, fifteen and twenty 
payment life on his contract. 

Q.—And you were offering the pol- 
icyholders a discount of a third on 
their premiums? A.—Just during 
that time. 

Q.—Was that not an attempt on your 
part to get the business into your 
office and past your agents and save 
their commissionP A.—It was an 
effort to show our appreciation of the 
assistance we had received from those 
policyholders who had taken policies 
in the Great West when we were be- 
ing, I might say, persecuted on ac- 
count of our impairment of capital, and 
every possible argument used against 
us to induce these people not to con- 
tinue their insurance with us, and not 
to take with us in the first place. 

Q.—Persecuted by whom? A.—By 
our competitors in business. 

MR. KENT: Q.—Generally or speci- 
ficiallyP A.—Oh, generally. The 
case seemed to be that the older com- 
panies and the representatives of the 
older companies would try and induce 
the parties not to take insurance with 
us, and we had very strong pressure 
brought to bear in that way. They 
would state we were not a strong com- 
pany for a young company. fT do not 
mean to say all the statcments were 
unjustifiable. They would say ‘‘Here 
is a company just starting; why not 
take insurance in an older company. 
Here is a company with an impair- 
ment of capital. Why not take it 
with some other company?” and we 
felt that these policyholders who had 
taken policies with us were entitled 
to ‘some recognition. 

MR. TILLEY: Q.—<And you thought 
‘you could give them that recognition, 
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and at the same time make a little 
money for the company? A.—If we 
got them, of course it was making 
some money for the company. 

Q:—And the only officer who would 
lose would be the insurance agent? 
A.—Beg pardon, I think the insurance 
agent would not lose because if we 
improved our policyholders and the 
position of the company, we were mak- 
ing it easier for them to do business. 

Q.—Every person profited by this? 
A.—We were agreed upon that. I 
think it was to the advantage of 
everybody. Of course we do not ex- 
pect to please our competitors in 
everything we do. 

Q.—I am afraid you would have a 
hard job to do that? A.—TI think so. 

Q.—Have you ever written up your 
securities of any kind, or written them 
down? Have you written up your 
securities at any time? A.—Yes, 

Q.—Just tell us about the transac- 
tion? A.—We wrote the Winnipeg 
debentures we held up to the market 
value in the early days. 

Q.—When? A.—I forget which year. 

Q.—1893? A.—I think so. 

Q.—How much did it involve? A. 
—A couple of thousand dollars. 

Q.—$2,520? A.—Yes. We wrote 
them up to the market value of five 
per cent. debentures, 

Q.—Did you ever write them back 
againP A.—Yes. 

Q.—Why did you do that? A.— 
We had sold a property on which we 
had made $4,700, and we thought it 
would be a good time to use that pro- 
fit in putting them back to the cost 


price. 


Q.—Why did you want to do that? 
Had they changed in value? A.-—No, 
but we have since that taken all our 
debentures and securities of that class 
at cost price. 

Q.—I suppose if you had not made 
the profit on the real estate you would 
not have written them down? A.—Per- 
haps not then, but we would after- 
wards. The market value on our se- 
curties is over $10,000 greater than 
the price at which we took them in. 

Q.—Have you changed your valua- 
tion of any of the other securities? 
A.—I think there were a couple of 
slight changes at the same time, and 
we used up the balance of that $4,700 
in reducing them. 

Q.—The $4,700 was a profit on your 
property in Winnipeg that you had 
held for a head office? A.—That we 
had bought for that purpose. 


ne 
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Q.—You changed your mind about 
itP A.—Yes. 

Q.—And thought it would be better 
you should rent your head office pre- 
mises and dispose of this property 
again? A.—Yes. 

Q.—Why did you change your mind 
on that subject? A.~—-We asked for 
tenders for the building and they cost 
a good deal more than we anticipated. 

Q.—You thought it was too much 
money to put into buildings? A.— 
No, but we thought the cost was ex- 
cessive, and we did not think the 
building would last us long enough to 
justify that expenditure of money. 
It was only a 25 foot lot. We de- 
cided after careful consideration it 
was better not to expend the money, 
that it was better to sell it. 


Q.—You were able to sell it at a 


profit of $4,700? A.—Yes. 


Q.—Since that you have not acquir- 
ed any property for head office’ pur- 
posesP A.—No. 

Q.—Have you negotiated for any? 
A.—Yes, we have. 


Q.—So that you still have it in your 
mind at a suitable opportunity 
A.—Some day we will probably find 
it necessary with the growing business 
to build an office. Ny 

Q.—When you realized that profit 
of $4,700 what did you do with it? 
Have you the account here? A.— 
No, I have not. I have just explained 
two items that we charged up to 
that, and we took off. another asset, I 
think, agents’ allowances, a_ small 
amount, to wipe off the balance. 


Q.—I would like to have the account 
here? A.—We have the ledger here. 

Q.—That iis it? A.—December 31st, 
1902, we wrote off that $2,520 on ac- 
count of the Winnipeg debentures; 
$280.30 on account of mortgage real 
estate. 

Q. —Why was that written down? 
A.—We decided we would get it down, 
because at that time we .were behind 
and knocked it down to even money, 
office furniture and fixtures $1,039.55. 

Q.—Why was that written off? You 
thought the time had arrived to write 
it off? A.—Yes, we wrote off that 
much more for natural wear and tear; 
that would leave $860.33, which was 


written off agents’ Halanae 


Q.—How was that accomplished, to 


get that written off agents’ balances? 
A._We. wrote off agents’ account to 
commissions accounts, anything we 
thonght should be taken off, leaving a 
balance which was admitted to be a 


Great West Life, 
(JEL Broek. Tix) 


good asset, and then we wrote some- 
thing off that asset. 

Q.—What is this item here, $44,- 
285.92 P A.—-That is the balance; 
that with this amount and this amount 
make up the agents’ amount here. 

Q.—Tell me why that $44,000 is 
credited to that account? What is 
this? A.—The difference between $4,- 
285 and $4,226; it just used up the 
balance. 

Q.—Why did you put it that way? 
A.—I do not know if— 

Q.—How much was taken off agents’ 
balances? A.—$860.33. 

Q.—Were two items put in agents’ 
balances? A.—Yes. 

Q.—Were those balances such as 
you expected to collectP A.—Yes, we 
cut that down to an amount we 
thought we could collect. 

Q.—Did you make up your average 
interest earnings for me each year? 
A.—No, it has not been made up. 

Oo Let me understand how you 
make up your mortgage account. You 
charge up, I suppose, in the account 
the amount advanced to the mort- 
gagor and all the expenses that you 
have paid out which you deduct from 
hime A.—Yes. 

Q.—In the way of valuation fee and 
law costs and so on? A.—Yes. We 
went through the details of the ac- 
count with the accountant. 


~Q.—Then you take all your income 
by way of interest, and in figuring out 
your average interest held do you_com- 
pute that on all the assets of the com- 
pany, or just the assets invested in 
real estate? A.—No, on all,the assets 
of the company except certain assets 
that cannot be invested. 
| Q.— What assets cannot be invested ? 
A.—Unpaid premiums. 

‘Q.—You have Bail putea it on all 
assets except— A.—What are called 
in the blue book ledger assets. 

Q.—Give me an example ‘of some- 
thing that you have eliminated in 
computing it? A.—Interest due, in- 
terest accrued to outstanding: and de- 
ferred premiums. Those are the items. 

Q.—On outstanding and deferred 
premiums do you charge interest? A. 
—Often the outstanding premiums are 
not due. 

Q.—You charge interest on those 
that are due? A.—If they are paid 
bv note. The ontstanding nremiums 
that are past due after we take a note 
for them we charve interest 

Q.—Do you deduct anything to re- 
present the investment expenses or 
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general investment expensesP A.— 
Yes, the actual payments made by 
our inspector. Instead of charging 
that to the cost of the mortgage, we 
deduct that from interest. 


MR. LANGMUIR: Q.—And the 
commission paid for the loanP A.— 
And the commission paid for the loan, 
and the travelling expenses of the in- 
spector, and we take off a round 
amount. 

MR. TILLEY: Q.—What round 
amount do you take off? A.—It would 
run probably a half per cent. 


Q.—Do you think that is a fair de- 
duction in respect of that? A.—Yes, 
I think it is; that does not represent 
the total cost of it, but we thought 
that would be a proper amount to take 
off interest. That is a question that 
is not finally settled. Some companies 
invest the whole of their expenses. 
company like the Canada Life, that 
item is deducted from interest, or 
goes to expenses, and I myself think 
the whole of it should be deducted 
from interest. 


Q.—Do you take part from interest 
and part from expenses? A.—Yes. 
The question is whether we_ should 
take any of it, and we produced a 
number of authorities to the directors, 
and we finally decided we would keep 
on on that course until some ruling 
of the department would settle it. 


Q.—Do you issue any special terms 
on policies of certain amounts? A.— 
Yes. 

Q.—What do you do in that regard? 
A.—Non-participating policies for $5,- 
000 and over we meet the rate quoted 
by some of the American companies, 
the Travellers’, for instance. 


Q.—Do you meet that rate in your 
rate book? A.—No, we do not pub- 
lish that in our rate book, because we 
only meet that competition in large 
cities. 

Q.—Tell me how a transaction like 
that can be carried through? A.— 
We issue rates at which we issue $5,- 
000 policies, or more, at a commission 
slightly less than our non-participat- 
ing and subject to a commission only 
to the agent of 10 per cent. 

Q.—The insured gets the $5,000 pol- 
icy at less than your regular rate 
book would demand of him? A.— 
Yes, for a $1,000 policy or less than a 
$5,000. 

MR. KENT: Q.—What would be 
the loading on that policy? A.— 
About 5 per cent. on the premium. 


6 EDWARD VII., A. 1906 


Great West Life. 
(J. H. Brock, Ex’d.) 


Q.—Would that 5 per cent. carry it? 
A.—Oh, yes. Our participating rates, 
according to the list I gave you yes- 
terday, are much lower than the non- 
participating, much more favorable to 
the assured. That is the estimate of 
our actuary. I will give you a copy 
of the Travellers’ rates, if you wish. 

MR. TILLEY: Q.—It is not a ques- 
tion of rates. It is a question of the 
way in which you deal with the appli- 
cation for insurance. You have your 
rate book in which you give your rates 
which you issue for a $5,000 policy? 
A.—Yes. 

Q.—That does not apply to any- 
thing less than that? A.—No. 

Q.—Or to anything else than non- 
participating? A.—No. 

_Q.—Your rate in the book for a non- 
participating is what your agent tries 
to getP A.—Yes. 

Q.—If he is met by a bid by an 
agent of some American company on 
the same kind of policy, you meet 
that rate? A.—We have very few 
non-participating policies, except in 
the city, and where they ask for $5,- 
000, knowing that other rate will be 
given at once, they do not wait for 
the opposition, but probably quote it 
at once. 


Q.—Your agents are authorized to 
quote an applicant for insurance at 
a rate less than what is in your rate 
book? A.—For $5,000. 


Q.—That is a rebate, is it not? A. 
—Well, yes, I suppose it is a conces- 
sion for a $5,000 policy. 

Q.—It is something that the appli- 
cant for insurance gets, if he is wise, 
and if he does not get it, he is not 
wise? A.—He gets it if he’ takes 
$5,000. 

Q.—But he must demand it? A.— 
Since we have issued that we have 
never issued a policy for $5,000 at any 
higher rate. 


Q.—That is not because you do not 
want to try toP A.—Yes, because— 

Q.—Is that covered by that general 
circular to your agents? A.—To onr 
branch managers, 


Q.—Have you a copy of it? A.—It 
is a statement of the premiums enclos- 
ed, and the terms on which they will 
be issued. 

Q.—Not covered by any letter? A. 
—I have not the letter here. I have 
no doubt I wrote to him at the time. 
~ Q.—Why is not your rate book 
changed so that all persons would get 
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the same? A.—It is expensive work 
to change the book. 

Q.—Is that the only reason? A.— 
Another reason is that there is no use 
quoting a man on a case of goods if 
he can only buy a small portion. 
There is no use when a man wants a 
31,000 policy that we should show him 
a $5,000 rate, when he cannot afford 
to take that much. 

Q.—You think it might affect the in- 
surance with the smaller people? A. 
—Yes, I think it is a concession that 
is properly made, and I think it is 
better to do it that way than by what 
would be a high rebate. I think it is 
better to give the policyholders of that 
class the advantage of the concession. 

Q.—But you do not give it unless 
the policyholder demands it? A.— 
Yes, that business has been canvassed 
for regularly. 

Q.—Unless some other company is 
offering the same rate? A.—Knowing 
in advance that other companies are 
offering that rate we do not wait to 
be told. 

Q.—Let us have that letter? A.— 
It is practically as I stated, that on 
$5,000 amounts we give those rates, 
subject to a commission of 10 per cent. 
and no renewal. 

Q.—It just commutes the agents’ 
renewals? A.—Yes. 

MR. KENT: Q.—If an agent only 
has 10 per cent. commission— A.— 
He gets no other remuneration but 10 
per cent. They do not canvass for it 
much, but we have a class of brokers 
in Montreal and Toronto, and those 
are the only two cases of where we do 
any of that business, and we have only 
to do it or leave it to the Travellers’ 
to do it, and we consider it is desir- 
able. 

MR. TILLEY: Q.—yYou have to 
meet the other man and that is the 
reason for rebate? A.—We have got 
to meet the other man or go out of 
business. 

MR. KENT: Q.—You have to sell 
in car load lots? A.—We have to sell 
in car load lots and give some con- 
cession where it is necessary to do it. 
We make no concession in our parti- 
cipating rates for larger amounts. I 
think it would be fair to do so. 

MR. TILLEY: Q.—The 10 per cent. 
would be paid in that way to prevent 
his offering that policy? A.—It is 
business that he gets easily. A busi- 
ness man gets half a dozen companies 
to quote him the best rate, and if we 
do not quote the lowest rate we will 
not get it. 


Great West Life. 
(J. H. Brock, Ex’d.) 


MR. KENT: Q.—It is for the man 
who knows what he wants and asks 
for it? A.—Yes. , 

Q.—It is not in the window, but he 
knows it is in the store and asks for 
it? A.—Yes, that is right. 

MR. TILLEY: Q.—When you travel 
you charge up your actual out of 
pocket expensesP A.—Yes, 

Q.—When the final stock under the 
new issue was taken, at 160, what 
date was that subscribed in the year? 
A.—When was the money paid? 

Q.—Yes? A.—The very last items 
were subscribed and paid the last day 
of the year. 

.—By the directors? A.—Princi- 
pally by the directors. 


Q.—Was the stock offered at 160 to 
all shareholders? A.—Yes, we sent a 
circular to all our shareholders, and 
as it was not all taken out I sent a 
notice to our agents and they took 
some of it. 


Q.—And by arrangement the bal- 
ance not taken was subscribed at the 
end of the year? A.—It was not any 
arrangement. 

Q.—It was an arrangement that 
what was not taken we will take— 
A.—No such arrangement. The last 
was taken by Nanton; there was no 
arrangement about it. I did not 
know he was going to take it until he 
did. When he found out there was 
that much left at the end of the year 
he sent a cheque for it and that had 
the effect of cleaning up the whole of 
it and he paid the same price for it 
as anybody else. 

BY MR. GEARY— 


Q.—I observe, Mr. Brock, in this 
report—there is a matter I just want 
to satisfy myself of—in this report 
of 1896, on the face of it and in the 
statement which you incorporate you 
show a surplus for policyholders of 
$612,000, but you show no liabilities 
for paid-up capital stock in that state- 
ment? A.—The statement shows on 
the outside of it paid up capital stock, 
but not in the statement. 

Q.—$250,000P A.—Yes. 

Q.—Also surplus to policyholders 
$612,000? A.—Yes. 

Q.—The $612,000 must include the 
capital stock? A.—Yes. 

Q.—You call that surplus to policy- 
holders and do not show the liabil- 
ity? A.—When we are making it to 
stockholders we show that, but we are 
making it to policyholders we show 
our liability. 
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Q.—You show a balance of surplus 
of $362,000? A.—Yes, I think so; 
that is a surplus for our stockholders. 

Q.—That is for your policyholdersf 
A.—Oh, no, excuse me. It is ow 
stockholders. Our policyholders’ sur. 
plus is exactly as shown here. 

Q.—It is a matter of terminology? 
A.—Oh, no, it is.a different thing. 
If you were a stockholder, the only 
surplus there would be would be the 
amount of paid up capital. 

Q.—That is unimportant. I want 
to get at the amount you have outside 
your capital stock; that is $362,000? 
A.—Yes, that is our surplus over and 
above our capital stock. We use the 
words that are printed on this state- 
ment supplied by the Department. 

Q.—Do I understand you to say to 
Mr. Tilley you could not tell how 
much of that had been appropriated 
for your policies? A.—I said none of 
it had been. 

Q.—And none of that had been ap- 
portioned to met your dividends tp 
to date? A.—No. I said we wore + 
ing to have a valuation made a Ath 
uaries to give it exactly. 


Q.—Your method of book-keeping 
might show it very easily. You could 
have an account for each policy for 
instance? A.—That is an actuarial 
calculation. We do not keep a sep- 
arate account for each policyholder. 

Q.—Now do you for each class? A. 
—We do not appropriate the money. 

Q.—Your quinquennial sub-division 
is the only appropriation of profits you 
make. You make nothing annually? 
A.—We make it up sometimes— 

Q.—yYou do, in the event of death 
between two quinquennials pay a sum 
for profits for the broken period? A. 
—Yes. 

Q.—Outside of your liabilities, as 
you might call it, for profits under de- 
ferred dividend policies is a large sur- 
plus desirable in’ an insurance com 
pany? A.—It is a security for the 
fulfilment of all our contracts. 

Q.—Outside of the profits? A.—In 
the first place it would be divided as 
profits, but in the event of loss it 
stands as security to protect policy- 
holders. 

Q.—What amount would a company 
of your size regard as necessary for 
a buffer between your losses and your 
capital stock, because the paid up 
capital stock is a second line of de- 
fence. which. can be called vpon to 
make good losses? A.—It depends 
entirely upon circumstances, : It de- 
pends on the rate of interest you are 
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calculating your reserve on, and what 
rate of interest you are earning and 
expecting to earn, 

Q.—You think you should have a 
sum inside of the capital stock and 
as a protection for your capital stock’ 
A.—Yes, we should not divide the last 
cent of our surplus. 

Q.—Under those circumstances, is 
there any real necessity for capital 
stock to be paid up such as you have? 
A.—There is. 

Q.—Outside of the advertising? A. 
—The advertising ig an important 
thing. It enables us to get our in- 
surance cheaper, and therefore pro- 
tects everybody connected with the 
company, policyholder and shareholder 
alike 

Q.—And not only the man who gets 
the dividendP A.—No. 


Q.—Can you say that at the time of 
your second issue of stock that it was 
not present to the minds of those who 
assisted in this stock that they would 
be placing their money in a very re- 
munerative way? A.—They objected 
at two or three meetings to agree to 
it, 

Q.—What was the objection? A.— 
That they could put up their money 
to better advantage in real estate in 
Winnipeg. 

Q.—They did not have to put it 
up P A.—Well, they thought that 
would be an objection to putting it 
up, that it would not be likely to be 
kept, that it would be taken out out- 
side. 

Q.—Not to be kept within the circle 
of the then stockhelders? A.—And bv 
the 3lst day of December a certain 
amount was not brought up, and there 
was no excess demand for it.: 

Q.—And you still believe that in- 
crease was absolutely necessary in the 
interest of your business? A.—Yes, 
and the Superintendent of Insurance 
came up here to’explain what he had 
found amongst the agents, the advant- 
age of strengthening the company 
among the agents. 

Q. —What is your idea of the mut- 
ualization of .a stock company? A.— 
After a business. man ‘has established 
a business, that he should give it over 
to his customers— . 

Q.—The policyholders have adopted 
that principle in one of the American 
companies? .. A.—Not'a mutual life 
company. It would be an absurd 
thing.in any line of business or pro- 
fessional practice if, after the busi- 
ness or practice is established, that we 
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should hand over the proceeds of it 
to our chents or customers. 

Q.—You do not think it would be 
fainvaty ali? > "Ato. 

Q.—Not if they got their interest 
on their money? A.—What would 
you do with the gain? ; 

Q.—I am not saying what you should 
do with that? A.—Quite a number 
of companies fail and lose their money, 
and therefore I think that is the 
strongest proof that those who take 
that risk should have an opportunity 
of making some profit for the risk. 
and I think that having stock is a 
very important matter for a company, 
because there are parties who are in. 
terested to see that the business is 
properly maré@ged. It is not a ques. 
tion of the management securing 
proxies from policyholders and _ en- 
trenching themselves in a position un- 
til some catastrophy occurs, possibly 
when the shareholder might be called 
upon, but every year the stockholders 
meet to elect directors, the directors 
meet every week to manage the com- 
pany’s affairs, and they have not only 
their money actually invested, but 
they ‘have a liability upon their un- 
paid stock. By any bad management 
they might lose the whole thing. 

Q.—Are you able to say your non- 
profit policies have carried themselves? 
A.—Yes; our business has _ proved 
that. : 

Q.—What is the loading on the non- 


participating? A.—Three and a half | 


per cent. 

Q.—And what is the loading on the 
with-profit policy? A.—20 to 223 per 
cent, 

Q.—Including the constant? A.— 
Yes, 

Q.—The participating business does 
not cost you any more to carry after 
it has once been obtained than the non- 
participating? A.—Oh, yes, the ex- 
pense of investing the surplus funds— 

Q.—-That would be a small amount? 
A.—Yes. 

Q.—Outside of that there would be 
nothing? A.—wNo. 

Q.—And your loading including both 
classes of policies is far more than 
eaten up in this year for expenses? 
A.—That is an absurd statement, be- 
cause you have to take the future 
earnings on that business. We load 
the premium for the whole duration 
of the policy, and we are relying on 
those continuing. 

Q.—In the meantime there is an 
advance out of general funds to pay 
expenses— A.—Out of some fund or 
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other there is an advance which is 
ultimately repaid out of the reloading. 
The Star newspaper sends out a man 
to take subscribers. Jt costs the whole 
year’s subscription to get the sub- 
scribers, and he is counting on getting 
back his expenses from the continued 
subscriptions, 


Q.—Take a series of years and you 
are that much behind in each month 
and that becomey a permanent mat- 
ter? A.—Yes; it depends on the 
amount of new business you are get- 
ting. 

Q.—You have not got to the stage 
yet when the renewal business is far 
more than counterbalancing the new 
business? A.—Oh, yes, our circular 
shows that. 

Q.—The renewal busines does not 
counterbalance the first year’s busi- 
ness to the extent of reducing your 
ratio of expense, because your ratio 
of expense has run up? A.—TIt has 
come down from what it was. 

Q.—It has not come down in the 
last three years? A.—Because we have 
increased our business in the last three 
years, 

Q.—Can you tell what you will get 
to a point when your renewal busi- 
ness so far counterbalances your first 
year business so as to— A.—So long 
as we keep increasing our business, 
as we continue the old, the same ratio 
will continue; taking the ratio of total 
expense to total income is unfair, and 
answers no good purpose, The Equit- 
able, of England, has no shareholders, 
and does not employ any canvassers, 
and one would imagine that they 
would give very cheap insurance, but 
I have just looked up the matter with- 
in a few days, and I find where 
we charge an amount age 21 $16.59, 
the old Equitable, 140 years old in 
London, charges the sum of $21.75. 

Q.—Go on with that. You had 
something to say? A.—I was going 
to say in regard to bonuses, that their 
bonus additions at the end of five and 
ten years are less than ours; conse- 
quently the premium of $21.75 returns 
a less profit to policyholders than the 
premium is $16.59 and the question 
is how we account for it. 

Q.—Give us the, reason? A.—The 
reasons are that those who seek life 
insurance are not as good risks as the 
class who are sought through the 
country by our agents. We get, the 
best selection of risks through our 
agents. They won’t canvass a bad 
risk. He will be turned down, and we 
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select a better class of risk where the 
business is sought than where it is 
allowed to come into the office. 

MR. LE BEUF: Q.—That is pro- 
vided your agents are conscientious 
men? A.—Yes. If we have a dis- 
honest agent or a dishonest doctor, we 
might have bad risks brought in, but 
there are a good many ways of check- 
ing those; between death and pay- 
ment we are able to satisfy ourselves. 

MR. GEARY: Q.—What check on 
those adverse selections would the ex- 
ercise of a proper degree of care on 
the part of the officers have? A.—lIf 
all the risks you have presented to 
you are a poor class, you may select 
with care, but you will get a bad 
average. 

Q.—But conscientious officers in a 
company can avoid that selection 
which would come unsolicited? A.— 
To a certain extent. 

Q.—What effect would that have on 
your argument? A.—Well, that they 
do not make as careful a selection as 
-the companies do who are able to go 
out after their business and _ select 
their business. 

Q.—Have you any results to show 
that? A.—I was showing the results. 
The proof of the pudding is in the 
eating. 

Q.—They apparently have about the 
same mortality rate that you have? 
A.—I do not think so. 

Q.—68 per cent. of the expected 
mortality P A.—Yes, but ours only 
runs about 37 per cent. of the ex- 
pected on the table they use. 

Q.—Explain that? A.—We use a 
different table altogether where the 
saving in mortality for the first ten 
years is entirely eliminated, and our 
expectation is that we will have a 
much lower death rate than the H. M. 
table that they use, and which has 
been used in the profit and loss ex- 
hibit. 

Q.—So the fact that their percent- 
age of actual mortality to expected 
equals yours is accounted for— A.— 
It does not equal] ours. 

Q.—It is accounced for by the fact 
that a different table is used? A.— 
Yes, 

Q.—You are carrying your reserve 
on business written prior to 1900 on 
the same basis as you always have? 
A.—yYes, prior to 1900. 

MR. TILLEY: There is a change 
in the table. 

WITNESS: We have made _ no 


change in our business prior to 1900. 
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All our business is on 33 H.M. and our 
old business 4 per cent. 

MR. GEARY: Q.—That table is 
equal, 1f I am correct, to somewhere 
between 4 and 44 H.M.? 

MR. JARDINE: It is between 3} 
and 4. 

A.—There is very little difference. 
There is a very trifling difference. 
Mr. Blackadar told me in one instance 
it went two per cent. one way, and the 
other instance it went one per cent. 
the other way. 

Q.—What provision are you making 
against the change in reserve that you 
will be required to make? A.—We 
will have to reduce it to 34. 

Q.—In 1915 is the first change you 
will have to make? A.—We will pro- 
bably reduce it all to 33 if we make 
a change: 

Q.—That has to be reduced in 
1915? A.—No, we consider we have 
made division enough. 

Q.—Your deferred dividend prem- 
iums will absorb most of your sur- 
plus? A.—No, it will be made out 
of future profits. 

Q.—Is it not included in your act- 
ual surplus to-day? A.—No. 

Q.—You can make provision for that 
out of future profitsP A.—Yes. 

Q.—Have you made any calculation 
as to what will be required? 


MR. JARDINE: Have we made 
any estimate showing what amount 
we will have to change in 1915? 

MR. GEARY: What amount you 
will have to add? 


MR. JARDINE: 
small. 

MR. GEARY: And you think there 
is no necessity for making provision 
for it at the present moment? 

MR. JARDINE: The actuary’s 4 
per cent. will approach closely to the 
H.M. 3. 


WITNESS: At the present period 
all rates are equal and as you ap- 
proach that period they are getting 
closer together. 


MR. GEARY: Q.—Did you take 
part in the agitation when that legis- 
lation of 1899 and 1900 was passed? 
A.—I took no part in it. I was ‘not 
present at any meeting. 

Q.—Did you favor the proposition 
to reduce it? A.—No. 

Q.—What do you know about the 
result of the passing of it? A.— 
Nothing. 

Q.—Did you take in any meetings? 
A.—No. 


It will be very 
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Q.—Did you have any correspond- 
ence with any of the eastern officers 
in regard to it? A.—No, I took no 
part in it at all. 

Q.—Did not appear before the House 
Committee? A.—No. 


Q.—Your opinion was what? A.— 
That the reserves that the companies 
are required to put up-are higher 
than absolutely necessary. 


Q.—And that there was no neces- 
sity for a drastic change? A.—No 
necessity for changing the reserves on 
the old basis and making it more than 
44. It should have been allowed to 
run out on that basis. 


Q.—You have no first common know- 
ledge of how that came about? A.— 
No. 


Q.—Can you suggest any reason 
why any company should desire the 
change? A.—Yes. Some companies 
got the opinion of actuaries, and the 
opinion was that the rate of interest 
was going down to 3 per cent., and 
they haa better be prepared for it, 
and JI think it was the New York 
Life published a symposium of the 
‘opinion of actuaries and financiers; I 
have no doubt it was circulated among 
our financial people, and they were 
told they should be prepared for a 
rate of 33, and from that year the 
rate has gone up, and it has been go- 
ing up ever since. 


Q.—It might operate in favor of 
a company having so much funds 
on hand that they earned a low rate 
of interest? A.—It could not work 
favorable on a company earning a low 
rate of interest. It is not the assum- 
ed rate of interest, but it is the actual 
rate of interest earned. It does not 
make a bit of difference what rate 
you may assume making your reserves. 
It depends on what you do earn by 
your investments. 


MR. LANGMUIR: Q.—You will 
have the best showing of any other 
company in that respect? A.—Yes, 
we earned a higher rate of interest 
of any company doing business here 
or elsewhere, 


MR. KENT: Q.—That is because 
you are better situated than any other 
company? A.—That is why we made 
our headquarters in Winnipeg. We 
were advised to go to Toronto and do 
business there, but we intended to 
make our business here, and we 
thought it was advantageous to have 
our Board of Directors living here. 
There are some companies with in- 


Great West Life. 
(J..H. Brock, Ex’d.) 


vestments here of nearly $10,000,000 
in the west. In the district in which 
we invest I think the Canada Per- 
manent Mortgage Corporation have at 
the present time about $10,000,000 in 
Manitoba, Saskatchewan, Alberta and 
the west, 

MR. GEARY: Q.—You can invest 
all your moneys with perfect safety? 
A.—Yes. 


Q.—Are your medical fees, and so 
on, ever applied on payment of fees 
on policies? A.—You mean, do the 
doctors use what they earn to pay 
their premiums? 


Q.—No, that is no one’s business 
but their own. Did you ever make 
an arrangement in appointing a medi- 
cal examiner that he should apply his 
medical fees on premiums? A.—We 
had an instance in which the doctor 
told us the agent told him he would 
bring ‘enough examinations to pay the 
premium, but he had signed a note 
as premium, and we made him pay it. 

MR. TILLEY: That would be a 
personal matter between him and the 
agent. 


MR. GEARY: Q.—I am speaking 
of the Head Office? A.—The Head 
Office never did anything of the kind. 


BY MR, LE BEUF— 
Q.—Who names your agents? A.— 
The final decision rests with myself. 


Q.—And the sub-agents are named 
by your agents? A.—They are recom- 
mended to us by our Inspector or 
branch office manager, and if his re- 
commendation is approved the com- 
tract is completed. We do not re- 
cognize any agent unless he has a 
contract with us. 


Q.—Do you make any enquiries as 
to their conduct or habits, or get any 
certificate as to what kind of people 
the agents are? A.—Yes, we make 
them give us their previous experience 
and the names of their employers and 
references, and we never make a con- 
tract without referring ‘to those re- 
ferences, 

Q.—Have you found the sub-agents 
are not proper parties to carry on the 
business? A.—We have discovered 
some of them are not suitable men, 
and we have got rid of them, but 
they have been always well recom- 
mended to us fy jsome responsible 
people before we appoint them. 

Q.—What do you think of the idea 
of having them incorporated as an or- 
dinary corporation, so that the sub- 
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agents would have to go through cer- 
tain examinations before they would 
be admitted? A.—I think if we put 
any further restrictions before ad- 
mitting agents, we might as well de- 
cide that the insurance business was 
not to be favored by the State, and 
Wwe might as well close it up. 

Q.—Don’t you think it would result 
in a better class of sub-agents? A.— 
A great many respectable men go into 
the life insurance business, not as a 
permanent business, but as a_ stock- 
yard until they can find some other 
employment. The life of an insur- 
ance agent is not looked upon as an 
easy life. It is a hard life. 

Q.—Don’t you think the sub-agents 
and those that induce the public to 
take insurance do so by telling them 
all kinds of falsehoods and insinua- 
tions of all kinds to get them to take 
policies; and they find when the poli- 
cies have been issued that they have 
been misled and they drop it? A.— 
I think that is true in every calling 
in life, and not to a greater extent 
in life insurance than any other line 
of business. I think human nature is 
much the same, whether the man is 
in the insurance business, or any other 
business, As soon as you get acquaint- 
ed with any line of business you will 
find their troubles, and they have to 
deal with that class of misrepresenta- 
tion. I think as a class the life in- 
surance class will compare favorably, 
because they have to be educated and 
to meet business people. I think 
they would compare favorably with 
any Other class. 

Q.—Our experience as lawyers shows 
us that most of the litigation has been 
caused by sub-agents who are making 
all kinds of misrepresentation? A.— 
Mr. Jardine suggests that that is ac- 
cording to the man’s story, that he 
suggests when he wants to get out of 
a bargain that he thinks he recollects 
certain things were told him. You 
are taking out a policy and the agent 
tells you all the different classes of 
insurance, and a year after you have 
signed the application if you cannot 
fulfil the obligation you may think all 
the conditions of all the policies he 
told. you about are included in this 
one. We have had very little trouble 
as to misrepresentation. 

Q.—But look at the large amount 
of insurance policies that were issued 
by. you by the millions and dropped. 
Don’t you think that most of those 
insurance policies were dropped by the 
insurance men or the _ policyholders 
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just because they found out they had 
been misrepresented? A.—I do not 
believe two per cent. of them are 
alleged to be dropped on that account, 
and of that two per cent. probably 
the allegation would not prove to be 
correct in.at least half the cases. I~ 
believe there is very little lapse on 
account of misrepresentation. We 
follow it up very carefully with people 
who drop their policies, and try to 
find out their final reasons, and very 
very few of them are on account of 
misrepresentation. They are nearly 
all because they have lost their situa- 
tion. They find they are unable to 
continue the insurance. They have an 
opportunity of making an investment 
in real estate, and they have decided 
there is more profit in it, and we sift 
out the reasons carefully, and in many 
instances the party will write us and 
say that ‘‘While I am unable to carry 
insurance at the present time I will 
take insurance as soon as I can afford 
to do it,’”? and many of them do. 

@.—You have agents and sub-agents 
in the Province of Quebec? A.—Yes. 

Q.—Are you aware that some of 
them only speak one language in Que- 
bec? A.—Yes, that is so, and as a 
rule, of course, they do not attempt 
to do business. 

(J.—Are you sure they do not at- 
tempt to do business? A.—Without 
an interpreter, 

Q.—I think you will find your Eng- 
lish agents will go to French people, 
who do not speak a word of English 
and get them to sign the application 
and turn them over to you s1nd— A. 
—Our applications are all tn French 
and our policies are all in French, 
and our literature is al) in French, 
and our accountant and cashier and 
inspector are all Frenchnien. We are 
a French company, practically, in 
Quebec. Our largest’ portion of busi- 
ness is done there with the French, 
and I do not think that applies to 
us at all. 


Q.—I do not think it does to you 
any more than to others? A.—We 
make it our business to see the people 
we do business with thoroughly under- 
stand what they are getting. Our 
payments have been the best of any 
province in the Dominion, and our 
ratio of lapses have been as small as 
any other Province in the Dominion. 
We have a splendid business there, and 
we continue to cultivate it. We find 
it very satisfactory. The only thing 
is that we do object to the Province 
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of Quebec making us tax gatherers. 
I might perhaps mention that; they 
may not appreciate the fact that they 
are charging us fifteen times as much 
to do business as any other business 
concern. They are charging us 13 per 
cent. upon our gross income, whereas 
other institutions are charged upon 
their net income not even to the same 
percentage. The same thing applies 
in Ontario and the other provinces, 
and it is one of the points that I am 
glad to make this reference to. It is 
one item beyond our control, but we 
do not object to being made tax 
gatherers, and still we are told it is 
an expense of the company. 


Q.—Still you admit you make a 
fine business, in spite of all the taxes? 
A.—Nearly ‘all the companies that 
have been started since we started 
have lost a considerable share of their 
capital stock and are not doing a fine 
business or making money. Our extra 
interest earning power has assisted us 
very materially in spite of expenses 
which we consider are in various ways 
more than they should be. 

Q.—Don’t you pay more than 
that in some of the States? A.—We 
have never done any business in the 
States. We are just opening in the 
States; we are opening in Dakota, but 
in the States it is higher than that 
paid by any other class of the com- 
munity, and it has been objected to. 


(Adjourned till 3 P.M.) 


AFTERNOON SESSION. 


_ JEFFREY HALL BROCK—Exan- 
ination by Mr. Tilley resumed— 


Q.—Mr. Brock, you have given us 
some policy records asked for, includ- 
ing policy 28,407, issued on the twenty 
payment life plan. That was a policy 
for how much? $10,000, was it not? 
A.—Yes, $10,000. 

Q.—Now, is that policy issued ac- 
cording to your regular rate for in- 
surance and with uniform privileges 
and conditioas of other policies on the 
same plan? A.—It is issued in ac- 
cordance with the rates at which we 
have handed in our schedule, policies 
of $5,000 or more. 

Q.—That is to say, it comes within 
the class that you have— A.—Special 
non-participating policies. 

Q.—Over $5,000? A.—Yes. 

Q.—Is that on one life or two lives? 
A.—Joint life policy, two lives. 


much ? 
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Q.—The premium on that was how 
A.—$499, 

Q.—Will vou tell me what your 
premium would be according to your 
ordinary rate? A.—$50.45 per thous- 


and, 


Q.—That would be $50.45 per thous- 
andP A.—yYes. 

Q.—Then you charge $49.90 per 
thousand? A.—$49.90 per thousand. 

Q.—That is less than 34 per cent. 
net premium, is it not? A.—No, it 
is slightly over. It is based upon the 
American 33; it is the H.M. 34—I do 
not know from memory. 

Q.—1 understand the H.M. 33 joint 
life twenty payment premium, same 
age, would be $51.90? A.—Yes. 

Q.—That would be net? <A.—Yes. 

Q.—Without any loading? A.—It 
is just loaded a trifling amount. 

Q.—Or is $49.90 less than the net 
premium? A.—Less than the H.M. 
81; that is the basis on which we 
value. It is not the basis on which 
any of the companies fix their prem- 
iums for non-participating. 

Q.—It is the basis on which the Gov- 
ernment fix their valuation? A.—For 
reserve purposes, but not for fixing 
the premiums. 

Q.—That policy came to be issued 
as the result of this special arrange- 
ment you made in order to meet com- 
petition, as you say? A.—Yes. 

Q.—Did you say that that was as 
the result of competition with one com- 
pany, or with American companies 
taken as a whole? A.—With one par- 
ticular company more particularly. I 
might say that at that rate it is with 
the Travellers’ of Hartford. 

Q.—How did the Travellers’ of 
Hartford issue that rate? Was it in 
their regular rate book? A.—No, 
they issue it. It is not printed in 
their rate book at all. It is circulated 
in a few special cases, and subject to 
a commission of 10 per cent., and is- 
sued in policies of $5,000, according to 
their schedule B. for special policies. 

Q.—Then the information regarding 
it is supplied by a separate pamphlet? 
A.—Yes. 

Q.—Do you know that to be the 
fact? A.—I know that to be the fact. 

Q.—That is not just an excuse for 
what you did; that was the condition 
of affairs that actually existed? A.— 
Yes: 

Q.—Did you meet that on more than 
one occasion? A.—Oh, yes, on a num- 
ber of occasions before we got to it. 
I had been down to New York to find 
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out if they were really issuing those 
rates. JI investigated and spent some 
money, and succeeded finally in get- 
ting their rates, and all the informa- 
tion about it 

Q.—Is that a copy of the rates at 
which you found they were issuing 
that policy? A.—That is a copy of 
the rates at which they were issuing 
that policy. 

Q.—And then you ayes this special 
rate to meet that? A.—Yes. 

MR. TILLEY: I will attach those 
together as one exhibit, which will be 
numbered 406. Did you issue your 
schedule privately in somewhat the 
Same way as you understood the 
Travellers’ had done? A.—Yes. 

Q.—Without putting it in your rate 
book, but sending it to your agents? 
A.—Yes, to our offices in Toronto and 
Montreal, to our agencies there. 

Q.—Only to Toronto and Montreal? 
A.—And eastern offices, I should have 
said, Halifax, St. John, Toronto and 
Montreal, because we met the Travel- 
lers’ in those places. 
. Q.—And not ‘any other place so 

much? A.—We have not had our at- 
tention called to it. They may have 
done business in some other places, 
but we have not from our agents or 
otherwise found ont they were issuing 
that private tariff. 

Q.—What commission do you say 
you paid on that? A.—Ten per cent. 
without any renewal. 

Q.—And you have given now a copy 
of the circular letters that you issued 
in connection with it, and I see that 
in those letters you state that “In 
ordinary cases of brokers, the highest 
commission we can pay is 10 per cent. 
In no instance nor under any circum- 
stances will we excsed a twenty per 
cent commission, and this is only to 
be allowed in very special] cases. This 
20 per cent. is not to be made the 
general rule, or the rates will be with- 
drawn. No renewal premiums are to 
be paid on this plin??? A.—What is 
the date of that? 

Q.—January 11th. 1906. this vear? 
A.—This was our first effort to have 
it based upon the O.M. 33. 

Q.—You sav the letter I have read 
from applied to a first schedule that 
you sent out? A.—Yes. 

Q.—Which was on a higher basis 
on the O.M. 31? A.—Yes. 

Q.—And in that case you did allow 
a little discretion between 10 and 20 
per cent. commission? A.—Yes. 

QO —And on Febrnuarv 13th you is- 
sued this schedule which has been re- 
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ferred to? A.—No. We have never 
allowed over 10 per cent. on that 
schedule. 

Q.—Do you say this letter I have 
read from does not refer to this 
schedule? A.—I would not like to say 
it does not. That may have been is- 
sued in mistake, but the only place 
where we did any ‘business was through 
the Toronto and Hamilton offices, and 
there we have allowed absolutely a 
commission of 10 per cent. only. 


Q.—This letter is written to Halifax 
and refers to rate schedule number 2, 


so that this must have gone down to 
Halifax? A.—Yes. 


Q.—And there you allowed apparent- 
ly 10 to 20? A.—Yes; we have never 
done any business there. 


Q.—But the rate of commission was 
a little higher down there than in 
Toronto or Hamilton? A.—That was 
written to agents who were not brok- 
ers. 

Q.—February 13th you say again 
“The 20 per cent. commission on 
schedule 2 premiums is only to be al- 
lowed to our Own agents under very 
exceptional circumstances. The re- 
cular commission is to be 10 per cent. 
This 10 per cent. is the highest we 
will pay to brokers or outside agen- 
cies,’ etc. But apparently to your 
own agents you would give 20 per 
cent. under some circumstances? A. 
—That was apparently the idea. I 
will have to look into that. 

Q.—Would that pay the company on 
that basis? A.—Yes, it would. 

Q.—You think even on a lower rate 
than the net premium without any 
loading at all— A.—The rate is still 
hither than the company has vnaid bv 
our participating policyholders. who 
have been in ten years on the same 
plan. 

Q.—Then the surrender value on 
that policy guaranteed cash value at 
the end of 20 years is how much 
money? A.—$799 

Q.—Per $1,000? A.—Yes. 

Q.—That is $7,900 cash? A.—For 
$10,000. 

Q.—Where did you get that cash 
value? A.—That is the reserve on 
the H.M. 31; it is the amount we 
have reserved. 

Q.—Is that the reserve you would 
sive on the ordinary policy? A.— 
Yes, the same reserve. 

Q.—That is the same reserve you 
would give at the rate of premium 
in your rate book?. A.—Yes. 
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Q.—How is it those are put in here 
as special clauses? A.—Because these 
are not participating—no; you see 
that is blank underneath it, and we 
placed those in. In the blank we only 
provided for certain intervening years. 
They asked us to put it in every year. 


Q.—That is not any different in 
amount than you would have inserted 
had you got your regular premium? 
A.—No. 

Q.—So that you are giving him the 
same cash surrender value at the end 
of 20 years as if he had paid the full 
premium? A —Yes, 

Q.—The net single premium based 
on the H.M. 33 at the end of that 
time to sustain the policy would be 
$7,871.20, and this is $7,990? A.— 
At the H.M. 34 this is— 

MR, JARDINE: $7,990. 

MR. TILLEY: Is that the H.M. 33 
net? 

MR. JARDINE: Yes. 

MR. TILLEY: Because my infor- 
mation is that H.M. net would be 
$7,891.20. 

MR. JARDINE: That might arise 
because they might have taken the 
joint age. 

WLINESS: We have taken 56 as 
the equivalent age. 


MR. TILLEY: Q.—yYou have taken 
46? A.—No, 56. 

Q.—This 41 and 49? A.—Well, the 
equivalent age for twp lives is 56. We 
take the equivalent age; they may 
have possibly taken 55. 

Q.—Then you give another copy of 
policy number 29,512 for $5,000. Is 
that on the same principle? A.—Yes. 

Q.—There is nothing that distin- 
guishes that from the others; just a 
$5,000 policy issued on that special 
rate, as you said at first, only it is a 
different age and therefore a different 
amountP A.—yYes. 

Q.—That is discrimination, is it not, 
Mr. Brock, of as evil a kind as rebat- 
ing, is it not? §A.—No, I do not 
think so. 

Q.—It-was very wrong in the Travel- 
lers’ was it not? A.—It was very 
unpleasant having another company 
quoting a lower rate. 

Q.—But it was unjust discrimina- 
tion on the part of the Travellers’ ? 
A.—Well, I do not think so. 

Q.—You think the Travellers’ were 
justified and that it was proper? A. 
—I think so, where they confine it to 
a ten per cent. commission. 

Q.—To give a rate book showing 
their rates for policies and then a 
private memo. of smaller rates that 
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the ordinary person insuring knows 
nothing about unless he gets— A.— 
Yes, where there is a limit made and 
the policy issued as this is, I think 
there might reasonably be a concession 
made on larger rates. 


Q.—Why not show it in your rate 
books? A.—I think it would be a 
good idea. 

Q.—Is it not a case of unjust dis- 
crimination to give that pamphlet sep- 
arate from your regular book, so that 
every person has his choice which plan 
he shall adopt? A.—I think it is de- 
sirable it should be punished. 


Q.—If the insured had his choice, 
of course he would take that cheaper 
plan? A.—Unquestionably. 


Q.—So that you are issuing in your 
rate book one price and giving your 
agent confidential information about 
a cheaper price he can quote? A.— 
In this case it was a temporary ex- 
periment, and we hope the Travellers’ 
will withdraw that schedule. 


Q.—I should like to get your view 
as to the propriety of that to the in- 
suring public? A.—I think it is not 
fair. 

Q.—Then it is unjust discrimina- 
tion? A.—TI believe so. 
 Q.—And it is just as unfair in your 
company as it was in the first com- 
pany? A.—Yes. 

Q.—Two wrongs do not make a 
right? A.—No. It is a question of 
meeting competition. 


Q.—If that excuse was to prevail, 
it would apply to every case of rebat- 
ing? A.—No, it would not. 

Q.—Why not? A.—The commission 
limit— 

Q.—It is to meet competition? A. 
—It is a question of how far you can 


go to meet competition. It is a ques- 


tion of drawing the line. We would 
feel, for instance, that we could not 
properly quote a rate lower than the 
rate we are giving to our partici- 
pating policyholders after applying 
their dividends. 


Q.—What is the difference between 
giving a man who is asking for a 
cheaper price than what is in the 
rate book—what is the difference be- 
tween giving him a cheaper prem- 
ium and giving him a little bonus at 
the time he is taking the policy out 
in the first place? As far as the prin- 
ciple goes what is the difference? A. 
—The difference is this: that is best 
to sell in larger quantities at a lower 
rate, 
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Q.—I am talking from the stand- 
point of rebating. All you insurance 
people are down on rebating? A.— 
Yes, yes. 

Q.—You are sincere about it? A.— 
I do not see that you can apply rebat- 
ing. It is easy to say that. 

Q.—I am asking if there is any dis- 
tinction between this transaction and 
the transaction where I go to a man 
who is going to take out a policy, and 
I say ‘‘I will give you a third off my 
first commission???  A.—That is a 
very different thing. 

Q.—Where is the difference? It 
goes to the insurer? A.—JIn one case 
it is a clear discrimination where there 
is no difference in the circumstances, 
and in the other case it is a discrim- 
ination where you are giving a lower 
price for a larger quantity of goods. 

Q.—You are only giving that where 
he knows about it and asks for it? 
A.—It is quoted to those who are ask- 
ing for a $5,000 policy. 

Q.—The agent will quote him the 
rate in the book, because he will get 
a better commission if he gets a better 
price? A.—yYour idea is now, I under- 
stand, that both should be printed and 
the. terms upon which they are is- 
sued. 

Q.—I should think so, or else it is 
a rebate, because it is giving one man 
something— A.—It is not rebate as 
it is ordinarily understood. 

Q.—Probably not; it is an improve- 
ment on the rebate? (No answer.) 

MR. KENT: Q.—The question is, 
is it not just as wrong when the Great 
West Life does something wrong as if 
the Travellers’ did it? The Travel- 
lers’ is another company and going to 
do something which that company 
should not do. It is something that is 
wrong, something which is frowned 
upon by everv manager that we have 
examined. ‘‘To prevent that company 
doing something wrong I will do it 
myself, so that the benefit, if benefit 
there is, goes to me and not to the 
other party.’ It seems to me that 
is how the matter standsP A.—yYes. 
Well, then, it would simply mean, of 
course, that we have got to leave the 
business in these two large cities to 
the Travellers’, or else we have got to 
reduce our rates for $1,000 all over 
Canada. I do not agree with it as a 
business proposition. 

Q.—It is fighting the devil with 
fire? A.—It is like the dry goods 
business. You have to sell your goods 
under cost sometimes, so as not to 
allow your business to be taken away 
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from you. I do not believe we should 
see the best class of policyholders in 
Montreal and Toronto placed in the 
position that they must go to an 
American company to get insurance 
at rates that we can afford to give it 
to them for. My idea would be that 
if it is necessary to continue quoting 
this rate we will put it in our man- 
ual. If the lower rate is necessary 
we will quote it and put it in our man- 
ual, and I think we can afford to sell 
life insurance just as well as any com- 
pany in the world, and we propose to 
do it, and if it is necessary to cut 
those rates still further we intend to 
do it, to meet opposition, and we will 
put it in our manual in the regular 
way, but our idea is that we can make 
the Travellers’ tired of issuing that 
rate, and force them to withdraw. If 


they quote it and do not get the busi- 


ness, and are injuring their other rates, 
I think we can compel them gradually 
to withdraw. The same thing has 
been done by some of the other com- 
panies that I know of, and I commend 
them for it. I think it is quite justi- 
fiable. 


Q.—How do you indicate in your 
rate book the loan value on a policy? 
Do you show it after the next annual 
premium is paid, or when the last one 
was paid? A.—After the next prem- 
ium is paid. 

Q.—Just turn up your book and 
tell me how that is shown? A.—It is 
the twenty payment life, page 52. 

Q.—There at age 21 the loan value 
would be what? A.—At age 21, after 
two years—that is after the third 
premium is paid—it would be $37. 
After the fourth premium is paid— 
that is after three years—$50; that is 
the plan that has been accepted by 
almost all of the companies now. We 
used to do it differently, but we found 
that it did not fit in. 


Q.—Supposing I was a policyholder 
in your company and came to you to 
get a loan on my policy to-day, would 
I be compelled to pay another prem- 
ium before I could get a loanP A.—It 
depends how long your policy has been 
in force. : 


Q.—Say it has been in force ten 
yearsP A.—Then you have paid your 
eleventh premium. 


Q.—The premium is being paid ia 


-advance, and I have paid my tenth 


premium? A.—You have paid your 
eleventh premium, if it has been in 
force ten years. 
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Q.—Supposing I have paid ten prem- 
iums in advance, and having reached 
the, eleventh premium? A.—The loan 
value is $199 at that stage—no, thac 
is wrong; after ten years means that 
you are in the eleventh year. 

Q.—I want to ‘take the actual fact. 
I have paid my tenth premium, and I 
have not yet paid my eleventh, and 
it is not yet due? A.—Let us take 
the eleventh. 

Q.—Then I have paid my eleventh 


and have not yet paid my twelfth? » 


A.—Then it is after the tenth year 
and before the eleventh; page 54 at 
age 21, $199. 

Q.—That is the loan value after I 
have paid my eleventh premium? 
—Yes, you are after your tenth year. 

Q.—If I had applied between my 
tenth and eleventh payment I could 
not get $199? A.—No, you would get 
it after the ninth year. 

Q.—I must pay the next premium 
in order to get what is shown here in 
each caseP A.—No, not the next 
premium. Remember your eleventh 
premium is due at the end of the tenth 
year. The companies have tried a 
number of different ways to avoid mis- 
understanding, and they have found 
this to be the clearest now. 

Q.—Does it not indicate a higher 
loan value than I will really get, be- 
cause you are giving me the loan value 
as it would be paying the next prem- 
ium P A:—We have to distinguish. 
Your premium must be paid by your 
eleventh year if you are after your 
tenth year, and it is just showing 
what the position is, and must be: 
there is thirty days’ grace that com- 
plicates it, and if a man comes in dur- 
ing that time it complicates it. 
There is not a provision for each 
period of the year, and we must 
have one arrangement to suit all 
periods of the year. Now, at any 
time from the day after the tenth year 
to the day before the eleventh year 
this is the amount of the loan NaS 

Q.—What is the value? A.—$199 
from the day after the end of the 
tenth year to the day before the end 
of that year, any time. 

Q.—What you say is that after ten 
years I get $199? A.—Yes. 

Q.—But that means that I have 
paid my eleventh premium? A.—Yes. 

Q.—Does not the person who is tak- 
ing out the insurance, when he sees 
‘‘After ten years $199, not. say to 
himself ‘‘After ten vears I have the 
right to that?” A.—It meang after 
the expiration of ten years. 
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Q.—It is a pity it is not in the rate 
book that way? A.—We will show 
an estimate form. 

Q.—Will you go this far with me, 
that the layman when told that after 
ten years he gets a certain loan value, 
that he regards that as after he has 
paid ten premiums? A.—No, because 
he always knows his premium is paid 
in advance, 

Q.—He knows after ten years means 
after he has paid eleven premiums? 
A.—Yes. 

Q.—Other companies, when they say 
ten years, mean ten premiums paid? 
A.—Do you know one?’ 

Q.—I am asking you? A.—No. 
Some of the companies used to say 
‘During the tenth year.’’ Well, that 
would mean after the tenth premium 
had been paid. 

Q.—You say aften ten years means 
after eleven premiums have been paid? 
A.—Yes, it is clearly so. It is not 
during the ten years; if is after the 
ten years, and it seems to be clearer, 
and it is being practically adopted, 
but I notice that whatever they may 
say, the Handy Guide puts it that 
way in all companies. 

Q.—That is the book that gives you 
the rate for all companies. It is just 
a question whether that is understood 
by the insuring public? A.—If it is 
well known the premiums are payable 
in advance— 

Q.—It ‘is put much clearer in your 
policy, which is a contract? A.—That 
probably is right. 

Q.—That is the formation on which 
the man gets the insurance; the policy 
is something which comes afterwards? 
A.—No, we give an estimate form, a 
slip, in which it is made just as clear 
as it is in the policy. This is just the 
Agents’ Manual. He understands it, 
and he can fill out those slips from it. 

Q.—Now, without reflecting at all. 
on your acting actuary at the Home 
Office, don’t you think a company of 
the size of the Great West ought to 
have a full fledged actuary, and not 
be compelled to go to the United States 
and submit some figures to a man 
there, and have him verbally or by 
letter say ‘‘Go ahead, that r all right ; 
pay those dividends ?”? A.—We in- 
tend to do that ultimately, but there 
ig not such a thing in Canada to-day. 

Q.—What do you mean by ultimate- 
ly? O.—Oh, well, within a few years. 

Q.—I do not suppose Mr. Jardine 
will object if I say somebody who is 
capable of handling the whole act- 
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uarial subject? A.—Mr. Jardine does 
not intend to handle the actuarial de- 
partment, but we do not want to get 
an amateur, somebody who perhaps 
has passed an examination, but who 
is like the newly fledged lawyer; you 
would not care to trust him with an 
important case. We want somebody 
with experience, and to get somebody 
with a name, and whose name will 
stand well would cost a lot of money. 


Q.—But the Great West can pay 
good salaries? A.—Well, probably we 
have enough judgment to know where 
to pay our money. 


Q.—The Great West has reached a 
good enough stage, with 12 per cent. 
interest and bonuses, to pay an act- 
uary? A.—When we get a suitable 
man. We have a few applications be- 
fore us just now, and we have asked 
the advice of Mr. Blackadar, of the 
Department, and several others, to 
give us the names of suitable people, 
and we are considering the matter. Of 
course we were told that we ought to 
have an actuary right at the begin- 
ning. Well, we could not afford it. 
We were told we ought to have a 
building of our own at the beginning, 
to advertise the company. We could 
not afford it. We were told we should 
have more officials, that we have to do 
the special work of two or three 
‘officials, but we could not afford it. 


Q.—Does anybody revise his reports 
for publication? I see he made a re- 
port to you on February 2nd, this 
year, and you printed it, and ap- 
parently the printed report is not 
quite the same as the typewritten one 
which he has sent in? A.—Yes, we 
referred the letter back to him to take 
out part of it. 


Q.—It seems to be struck out as if 
struck out in the office? A.—Yes: we 
asked his consent to make those 
changes. 


Q.—By letter? A.—Yes. 


Q.—We have not that correspond- 
ence here? A.—Did you ask for that? 


Q.—The whole fyle is here; can you 
show that? A.—I think it is a mere 
trifling change. 

Q.—Why was the change made? A. 
—In the first place there was a verbal 
statement that was not correct. You 
see the amount of business in force 
was not correct. The amount of busi- 
ness in force was over $1,000,000, and 
it says it was increased over 15 per 
catty and that was not correctly stat- 
ed. 
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Q.—Did he understate it or over- 
state it? A.—I think he understated 
it. 

Q.—In making a correction of that 
kind you would not need to communi- 
cate with him? A.—Well, I thought it 
proper to do so, and I did so as a 
matter of fact. 

Q.—Do you get two reports from 
him, one to print and one for your 
own guidance? A.—The only report 
we got from him is immediately com- 
municated to the Board, and usually 
the directors print it in the annual 
report. Of course we get lots of let- 
ters from him about various subjects. 
We are writing to him constantly. 

Q.—Does he compute or check your 
reserve fund every time? A.—LEvery 
year but this year. This year we got 
the Superintendent’s office to do it for 
us, as Standon was moving from New 
York to some place and could not do 
it, so we got the report of the depart- 
ment instead. We asked the depart- 
ment to make it a little earlier for us. 

Q.—Then you have gone through 
the contracts with the other sub-agents 
under Mr. Matson, have you not? A. 
—Yes. 

Q.—And there is no reference there 
to the payment of a special commis- 
Sion on policies out of any particular 
company into your company? A.—No. 

Q.—And I understand you to say 
that there is no arrangement made 
with Mr. Matson subsequent to the 
correspondence you gave me _ this 
morning? A.—No. 

Q.—That shows the final result? 
A.—yYes. 

Q.—But combining that with the 
statement you made yesterday, that 
was initiated with the idea of givin 
him the ten per cent. on the Nationict 
business? A.—I think that letter he 
writes there expresses that, as you 
read it this morning. 

Q.—He does not put it quite that 
way, but your recollection is clear 
about that? A.—It was his loss— 

Q.—The first idea was to give him 
the ten per cent. on the National busi- 
ness only? A.—That is what he ask- 
ed, only on one plan on which our rate 
is lower than the other companies, he 
refers to it again. 

Q.—On which plan A.—On the 
twenty payment plan he thinks we 
ought to give him the same. 

Q.—On which plan? A.—On the 
should give him the ten per cent. on 
National policies that passed into your 
company? A.—That was it. 
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Q.—And it grew from that to ten 
per cent. on the whole? A.—Yes. 

Q.—Can you say whether Mr. Mat- 
son allows his agent or one of the 
agents there in getting policies at the 
present time ten per cent. on National 
Agency policies that go into your com- 
pany? A.—No, I cannot. I can only 
say there is a great deal of bitterness 
by Matson on account of his father be- 
ing manager of the National. 

Q.—And that would be the animus? 
A.—And he would try and take the 
business away from that company. 

Q.—And you think he would rather 
anticipate that his agents would get 
ten per cent. on those policies? A.— 
I think so. 

Q.—One other matter that you were 
to clear up, and that was as to the 
length of time for which Mr. Spur was 
paid by your company, and I see in 
the correspondence that you have sub- 
mitted— A.—Here is the form. 


Q.—You produce a memo. on the 
form, a statement that you hand to 
any person that you are soliciting 
business fromP A.—Yes. 

Q.—I suppose that is only done 
where he wants the figures in black 
and white? A.—Yes. 

Q.—Then you put at the top of 
that ‘‘After this policy has been in 
force two full years, if premium is 
duly paid,’”? etc. (Reads.) Then you 
set out the paid up term, paid up 
values, and at the bottom you have 
‘Loan values same as above, interest 
being paid in advance?’’?’ A.—Yes. 

Q.—Where this slip is furnished to 
the applicant, it indicates to him that 
is the next anniversary? A.—Yes, it 
indicates to him where he asks for loan 
values. If he does not ask for that— 
and not one in ten do—the question 
does not come up. 

_Q.—Mr. Spur made his claim for 
compensation A.—Mr. Jardine 
tells me he asked for $100 a month. 

Q.—And that would commence from 
— A.—From the time the agreement 
was signed. 

Q.—At once he would become chair- 
man of your Provincial Board? A.— 
Yes. 

Q.—And you paid him subsequently 
$500? A.—Yes. 

Q.—<And that was in connection with 
his services in that regard? A.—In 
full of all his services up to the date 
of payment. 

W.—He refused to take it? A.— 
He finally took it. He threatened to 
sue it, but we told him that was all 
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and we paid him that amount. 

Q.—I think he made a claim for re- 
muneration and you refused to con- 
sider it until the transfer was com- 
plete, did you not, at first? A.—I do 
not remember that at all. It was a 
question of the services actually ren- 
dered to the Great West Life in con- 
nection with our business; that is all 
we considered. 

MR. TILLEY: Do you remember 
about that, Mr. Jardine? 

MR. JARDiNE: No, sir, I do not. 

WITNESS: It is nearly 12 years 
ago, and I would be very glad to look 
it up. 

MR. TILLEY: Q.—On the 21st Oc- 
tober, 1895, in the Finance Com- 
mittee ‘‘Moved by W. B. Scarth, sec- 
onded by R. T. Riley, that the sum 
of $500 be paid to J. D. W. Spur as 
compensation for services in connec- 
tion with the New Brunswick agency 
and D.S.F.A. transfer in addition to 
the regular transfer.’’ So that the 
$500 was to cover his services in con- 
nection with the transfer? A.—So 
far as the Gheat West Life had any- 
thing to do with the transfer. There 
was a part of the work we were to do 
and a part of the work they were to 
do, and that $500 was to cover any 
work we had to do. 

Q.—And you were to get the poli- 
cies transferred, they assisting you? 
A.—Yes. 

Q.—You have given a memo. which 
T would like to put in as an exhibit. 
But before I do that, is that the prem- 
ium income for Manitoba? A.—This 
is the premium income for Mani- 
toba of all companies. 
ee aa have not totalled it? A.— 

O. 


Q.—Probably it is not necessary to 
put it in; but a provision in Manitoba 
as to taxing companies is the same as 
the provision in Ontario? A.—Yes. 

Q.—One per cent. of the gross prem- 
ium income? A.—One per cent. on 
the gross premium income, and in case 
of companies where the one per cent. 
is not equal to $200 they have to pay 
$200 at least. 


Q.—A lump sum of $200? A.—Yes. 


Q.—Then I was asking you for some 
idea of what an ordinary canvassing 
agent might expect to receive, and 
could you fix a sort of minimum and 
maximum figure that might be indi- 
cative of an ordinary insurance agent’s 
commission? A.—The earnings ran 
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from $600 a year) to probably say $150 
a month or $1,800 a year. They will 
vary in different years. 

Q.—Any rebates he allows will come 
out of that? A.—Yes. That covers 
his ordinary travelling. expenses. I 
have made up a statement showing a 
fair sample case in our opinion of one 
period, over a period of 12 years, and 
I have put that in for the purpose of 
showing that, at the commissions paid, 
which are considered high commis- 
sions, the net income of a man of 
good ability who works hard earns is 
not excessive. 

Q.—Do you have to pay your country 
agents more commission than your 
city agents? ‘A.—No, they do not get 
any more, but I am inclined to think 
they should, and still that would not 
always follow, because sometimes the 
competition is very keen in the city 
in some places. It is a diffcult matter 
to regulate. 

Q.—Do you say there was something 
else you wanted to say about Mr. 
Spur? A.—I have just this memo. 
Mr. Young reminds me that Mr. Spur 
used to come to the offce every day, 
and we had the advantage of his 
knowledge for consideration in connec- 
tion with new business. 

Q.—He was chairman of the pro- 
vincial Board? A.—Yes. 

Q.—Do your Provincial Boards in 
any way share in the commissions on 
policies issued in your district? A.— 
No. 

Q.—They are more for local infor- 
mation? A.—They would more pro- 
perly be called Boards of reference. 

Q.—It is no scheme by which they, 
being the first insurers in the district, 
get more interest than any other poli- 
ciesP A.—No. 

Q.—Would you tell us this, Mr. 
Jardine: what length of time it takes 
a policy on an average to make good 
the reserve and be self-sustaining in 
your company? A.—The third year 
in ordinary life policies and the fourth 
year in twenty year life policies. 

Q.—Can you give us the figures 
showing how they would progress each 
year ? 

MR. JARDINE: I could make that 
up. 
MR. TILLEY: It takes three or 
four years? 


MR. JARDINE: Yes. 


MR. TILLEY: For the policy to 
make good- the reserve and be on a 
profitable basis to the company? 
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MR. JARDINE: Yes, about the 
fourth year to be profitable. 


MR. TILLEY: Of course that would 
be accounted for by the heavy expense 
in getting the business? ; 


MR. JARDINE: Yes. 
WITNESS: Or would be more pro- 


per to say that it is from the fact that 
thie {agent’s commission is paid by 
one payment, instead of getting an 
equal commission every year. 


MR. TILLEY: Q.—In a fire insur- 
ance he gets a certain commission each 
year as long as the policy is kept 
alive? A.—Yes. 

Q.—Or every time the premium 
comes inP A.—Yes. 

Q.—In life insurance it is all taken 
out of the first premium? A.—Yes. 


Q.—And by reason of being loaded 
on the first premium it thereby makes 
the heavy expenditure? A.—Yes, by 
the requirement of the Government 
that the whole amount should be 
charged up, and that no credit is 
civen for the loading on future prem- 
iums, 

Q.—The requirement of the Govern- 
ment is that if you pay it in the first 
year you must show it as an expense 
in the first year? A.—No; in Eng- 
land they do not do that. They allow 
them to keep what is called a gross 
premium valuation. 


Q.—yYour expense for new business 
would take the whole of the first prem- 
iumP A.—yYes. 

Q.—And more? A.—And more. 

Q.—How much percentage? A.— 
Up as high as 120. 

MR. LANGMUIR: Q.—Would it 
tend towards higher remuneration if 
it could be spread over a number of 
yearsP A.—It would not be possible 
to do it, because of the expenses an 
agent hag to incur. He could not 
live, and he must get his commissions 
commuted, or go into the business 
with capital. 


Q.—Would it tend towards greater 
persistence if that would be overcome? 
A.—The agents like it better, and I 
believe it would improve the persist- 
ency if ‘it could be done that way. 
There is no doubt about it that the 
agents in fire insurance companies are 
very much better paid on an average 
than the life insurance agents. 

Q.—If it were spread over a series 
of years it would not look so much? 
A.—It is just a question of the money 
value. 
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MR. TILLEY: Q.—Would it not 
be better to have it spread over four 
or five years, and have it depend on 
the premium coming in each year? 
A.—It would if the business was done 
by agents as a rule who make the in- 
surance a permanent business, and 
not, as is the case, where a very large 
proportion of those who -write the 
business are in the business temporor- 
ily, and they cannot afford to have a 
contract that will lose to them a large 
share of their remuneration, because 
they will leave the business and go to 
something else, 


Q.—They must get in the first year? 
A.—Yes. In the fire insurance busi- 
ness an agent has to have an offce 
and a fixed place of permanency. That 
does not apply to the life insurance. 
In fire insurance a large amount of 
business comes to the office. I have 
been in both businesses, and I have 
had a very fair experience, and I have 
no hesitation in saying the remunera- 
tion to fire insurance agents is very 
much better than it is to life insur- 
ance agents, notwithstanding the pub- 
lic opinion to the contrary, and I hope 
the result of this enquiry will be to 
give the life insurance agents a little 
better income than they are getting 
now, possibly to induce them to go 
more into it permanently, rather than 
to give them a first commission. 


MR. LANGMUIR: Q.—Is that your 
recommendation? A.—That is my re- 
commendation. I have recommended 
every agent to take our renewal com- 
mission in preference to our broker- 
age. But nine out of ten have not 
taken my advice, and consequently they 
have not been as well paid as if 
they had taken the renewal commis- 
sion. After a time this amounts to 
quite a sum; but it is such a tempta- 
tion to commute that by a slightly 
higher first commission, and that 
works against the agent. 

MR. LANGMUIR: Q.—The matter 
presents itself in this way: whether 
if some plan could be adopted that 
would increase the _ persistence, it 
would be to the interest of the insur- 
ance company? A.—Oh, unquestion- 
ably, and everybody else. 

Q.—Perhaps the insured? A.—Yes. 
The policyholder often loses interest 
in his policy when perhaps the agent 
who took that insurance, if he followed 
him up, could get him to renew when 
nobody else could. He must have had 
some influence to get him insured, and 
the person who placed the insurance 
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can get it renewed when nobody else 
can. 

Q.—If he allows it to drop, and finds 
it necessary to renew it again, he has 
to pay a higher commission? . A.— 
Yes, and two commissions have been 
paid on it, and the company does not 
benefit. 

MR. TILLEY: Q.—How do you fix 
your estimates of profits? A.—At the 
present timeP 

Q.—Well, probably we had better 
have a history of that? A.—In the 
first instance our estimates were’ prac- 
tically based upon the profits paid by 
companies who had been doing that 
tontine business, taking into consid- 
eration when they were earning prac- 
tically the same rate of interest, or 
about the same rate of interest we 
were. 


Q.—Who fixed that originally? A. 
—Mr. Standon. 


Q.—Having regard to. estimates 
other companies were isuing? A.— 
Yes, and taking into consideration 
what he believed to be the interest 
earnings here. 

Q.—Believing they would be higher 
here than elsewhere? A.—At the pre- 
sent time, but not higher than they 
were in previous periods when com- 
panies had done that business. 

Q.—Is it of any use for a company 
starting to issue estimates unless they 
are as high as estimates of other com- 
panies? It is just wasting paper? 
A.—It is more satisfactory, of course, 
if they are as high, I suppose, but as- 
suming people insist upon having some 
kind of investment, they say ‘‘we have 
not got any idea what these profits 
will amount to; we would like to have 
an estimate what they will be.’’ 


Q.—I suppose that would be all the 
more important where the company is 
not bound to distribute any particular 
percentage of its profits to the policy- 
holders to have some estimate or some 
statement by the company to give its 
policyholders. That would be more 
important than where the company is 
not bound to give any percentage or 
fraction of its profits out that way? 
A.—They are not bound to give any 
estimate, but it has proved to be a 
pretty serious matter to some com- 
panies that have not paid their esti- 
mates. 

Q.—Have you paid your estimates? 
A.—Yes, in full. 
Q.—What estimates? A.—AIlI the 
estimates, 
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MR. LANGMUIR: Q.—Is that so? 
A.—Yes. . 

Q.—You are the first one we have 
heard of? A.—Our estimate on our 
five year tontine policy was a bonus 
of one per cent. At the second period 
we increased it to 14 bonus; that was 
fifty per cent. more than we had esti- 
mated or anticipated that we would 
be able to pay. 

MR. TILLEY: Q.—Have you paid 
any estimates on your endowment 
policies? A.—No, we have not been 
in the business long enough. 

MR. JARDINE: On participating 
we have. 

WITNESS: Yes, on participating 
endowment we have paid in five years 
a bonus of 14 per cent. 

Q.—The deferred ones are not in 
yet? A.—No., 

Q.—Where there is no check that 
is required in any way on the profits 
that are paid or to be paid that the 
company can issue one per cent. or 
two per cent., or whatever may be 
necessary, so long as it is sufficient 
surplus? A.—Yes, but that same 
amount has to be issued to every other 
policyholder of the company. 

MR. PATTERSON: Q.—Is that for 
the five yearsP A.—Yes, one per cent. 
per annum, $50 for the five years. 

MR. TILLEY: Q.—For $1,000? A. 
—Yes. 

Q.—That is not what the policy- 
holder gets by way of reduction in 
his premium? .A.—No, the cash value 
taken as annuity for five years. 

MR. PATTERSON: Q.—Hasg that 
been distributed twice? A.—Yes, we 
have had two distributions of profits. 

Q.—The first at one per cent. per 
annum? A.—Yes, and the second at 
one and a half. 


MR. TILLEY: Q.—You have no 
way in which your account is kept to 
show how your deferred policies are 
provided for to date? A.—Yes, Mr. 
Standon always makes that a first 
calculation showing what is the pre- 
sent value of our estimated cash value 
on our tontine policies, and shows by 
the distribution of the same dividends 
on all of our tontine policies up to 
date what amount it would require. 

Q.—Have you got thatP A.—No, 
he has made that calculation and given 
it to us. 

Q.—You got reports from him, and 
I saw some reports which I thought 
covered all the information you got 
from him? A.—No. 

Q.—This is a verbal statement? A. 
—Yes. 
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Q.—All you can say about it is that 
Mr. Standon has told you that that 
will come out all right? A.— Yes, 
he has made the estimate and finds 
we can probably pay a dividend, and 
told us what he has taken into con- 
sideration. We have first our tontine 
policy, what you might call tontine 
policy. Five years are not usually 
tontine, although they have been de- 
cided to be, but our first fifteen year 
policies come in next year. 

().—A tontine policy is supposed to 
be every five years, ten and fifteen; 
that is commonly spoken of as tontine 
policies? A.—Yes. 

Q.—Where are your original esti- 
mates? A.—Here they are. 


Q.—Then the endowment estimates 
that you have issued are at pages 36 
and 87 of your original bookr A.— 
Yes. 


Q.—And you estimate that in your 
twenty year endowment a person in- 
suring at age 21, his surplus would 
be $821? A.—That was our estimate, 
yes. 

Q.—At age 21 taking a 20 year en- 
dowment—that is living till he is 41 
—that his surplus would be $821; that 
ig per thousandP A.—Yes. 

Q.—That is, he would have a $1,000 
on his policy and $821 profits? A.— 
It makes some of .our competitors 
laugh; they will laugh on the other 
Side of the face when we will fulfil 
these estimates. 

Q.—He who laughs last laughs best? 
A.—That is another way of naming 
the Great West. 


Q.—And a person at 55 years of age 
taking a 20 year endowment at $1,000, 
his estimated profits would be $1,930? 
A.—Yes, 

Q.—Or $2,930 would be the gross 
value? A.—Those amounts have act- 
ually been paid by companies. 

Q.—By what companies? A.—The 
Mutual Life of New York. The agent 
is here. He could tell. . 

Q.—Recently? A.—Not recently. 

Q.—How long ago? A.—Cannot 
tell it exactly, but they show it in 
their statement which I believe to be 
genuine, 

Q.—Individual policies? 
ing the early periods. 

Q.—How many years ago would you 
say that that was in vogueP A.—It 
was some time ago. 

Q.—Twenty years ago? A.—I do 
not know exactly how long it is now, 
but I have seen it. We have it in the 


A.—Dur- 
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Handy Guide. We have illustrations 
of Mutual Life policies and Equit- 
able— 
Q.—Have these estimates been 
changed from time to time? A.—Yes. 
Q.—Increased? A.—No, decreased. 


Q.—Why? A.—Because the esti- 
mate of the term during which the 
present rate of interest would be 
earned has been changed, believing 
that the rate of interest will come 
down, and that the average rate of 
interest for the first 20 years would 
be less than for the 20 years from five 
years or ten years or fifteen years 
from that period. That is the basis 
Mr. Standon considered when fixing 
the estimates and when reducing— 


MR. PATTERSON: Q.—Those en- 
larged profits are only paid to the ton- 
tine policyholders? A.—Yes. 

Q.—You are only able to pay them 
from the fact that those who do not 
reach that age get no profit at all? 
A. Yes. 

Q.—Do you think it is a good sys- 
tem for the public? A.—I think it 
is a good system. 

Q.—A good gamble? A.—That is 
what the Canada Life used to say, and 
they refused to issue them, and the 
consequence was the American com- 
panies come here and get the benefit. 
Say 1,000 people insure, and they pay 
their death claims, and at the end of 
20 years who does the fund belong to? 
It belongs to those who survive. A 
great many people say the tontine sys: 
tem is the correct one. 

MR. LANGMUIR: Q.—It is not a 
question of the survival of the fittest? 
A.—The question as to which way they 
shall be divided, the selection will de- 
pend upon what a man thinks his 
prospects of living out the time are. 
The Canada Life do not consider it a 
gamble now. 

MR. TILLEY: Q.—What is the dif- 
ference between your collateral securi- 
ties and your tontine policy? A.—At 
first we issued the collateral securi- 
ties on the 20 payment plan, and the 
others did not give this guaranteed 
cash values. _ 

Q.—That is, you would guarantee 
them a certain loan or cash value? 
A.—Yes. 

Q.—And the limited tontine did 
not cA. No. 

Q.—Was there any difference in the 
rate for the policies? A.—Yes. One 
was based upon a 44 per cent. interest 
and the other upon 4. 


Great West Life. 
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Q.—But originally in 1892 was the 
rate the same? A.—No. 

Q.—The rate for a 29 payment col- 
lateral security policy age 25 was 
$27.12, and for a limited tontine $24? 
A.—Yes. One based upon 44 H.M. 
table and the other upon 4 per cent. 
combined experience. 

Q.—Were the estimates for both 
policies the same? A.—No. 

Q.—Were the guaranteed values the 
same? A.—No. One was based upon 
4} per cent. and the other upon 4. 

Q.—-Take your 1894 rate book and 
see whether the guaranteed values at 
the end of 20 years were not the same 
in both policies? A.—Our reserve on 
both policies was the same. We put 
up 4 per cent. on both. In that year 
we gave the same guaranteed reserve. 
We in the meantime had decided to 
put up all of our reserve on a 4 per 
cent. basis. 

Q.—Just take your statement as to 
the guaranteed reserveP A.—Yes, 
they were lower, at page 35, age 30, 
guaranteed reserve $442. 

Q.—That is the 20 payment life ton- 
tineP A.—Yes. The other policy is 
on page 28, at age 30 the guaranteed 
reserve $448, one being $442 and the 
other $448. 

Q.—Then that is your guaranteed 
reserve? A.—Yes, ~ 


Q.—If ‘there was a difference in 
1892, the collateral security policy hav- 
ing a much higher value than the 
limited tontine, why in 1894 did you 
bring that to the same? A.—Because 
we had decided in the meantime to 
put all of our policies at 4 per cent. 

Q.—That is in changing the rate? 
A.—No, we decided it would be in 
the interests of the business. Our 
first idea was that it would be put up 
at 44, the Government rate. 

Q.—At the same time you increased 
your estimate on the collateral securi- 
ties policies and decreased them on the 
tontine policies? A.—yYes. 

Q.—You brought the guaranteed 
value of the limited tontine up to the 
same standard as the collateral se- 
euritye AY es. 

Q.—But you decreased the _ esti- 
matesP A,—Yes. 

Q.—And increased the estimates on 
the collateral security? A.—Yes. 

Q.—Why? I would like to find out 
any system on which these estimates 
are made and changed from time to 
time. Take 1892, your estimate on 
collateral security policy at age 25, 
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the figures you have do not quite agree. 
There is some change made, is thereP 

MR. JARDINE: It is pasted in 
the other book and it has slipped out 
of this. 

MR. TILLEY: Q.—In every case 
where you have changed your esti- 
mates or your guaranteed values, it 
has not the sanction and approval of 
Mr. Standon? A.—AII the sheets had 
been made out by him for the printer. 


Q.—Because there seems to be a 
changing of different policies from 
time to time and no. consistency be- 
tween different ages and so on? A.— 
To some extent that has been guided 
by the experience of the company. 

Q.—Has it not been guided by what 
other companies are doing? A.—By 
what they are paying. First it was 
purely an actuarial estimate, and 
gradually as the estimates were com- 
ing round, some of them being fulfill- 
ed—companies like the North Western 
Mutual—for some years they fulfilled 
their estimates, and they have chang- 
ed. There are very different views 
held by some of the actuaries as to 
the young years and the old ones. 

Q.—And that involves changes? A. 
—Yes. 

Q.—Did you continue that limited 
tontine down to date? A.—WNo. 

Q.—When did you do away with it? 
A.—When the reserve was raised we 
dropped that policy altogether. 

Q.—And kept to the collateral se- 
curity? A.—Kept to the collateral 
security. ; 

Q.—What is the force in such a 
description as collateral loan values? 
A.—The policy itself is a collateral 
for the loan. 

Q.—All policies are now on that 
basisP A.—A great many companies 
have copied that policy. Some of 
them have copied the circular and let- 
ter and everything. 


Q.—Do not all companies give guar- 
anteed values now? $A.—Yes, and 
there was only, I think, one other 
company in’ Canada giving it at that 
time. 

Q.—It was rather an innovation, 
then, was it? A.—Yes, it was looked 
upon as a dangerous thing to do, 
even at that late date. It was thought 
it would induce the people to drop 
their policies, but it did not have 
that effect. ' 


Q.—Take a change in your mind like 
this: on your limited tontine policy 


for a 20 year payment life policy, ac- 
cording to the 1892 book it was $2,040 
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age 55? A.—In a limited period 20 
payment life, age 55. 

Q.—$2,040P <A.—yYes. 

Q.—In 1898 it was $2,700P. A.— 
Yes, there was a great change made. 

Q.—I should think there would be 
some need for a change? A.—It is a 
question for a division between the 
different dates. 


Q.—Take the 20 year endowment at 
the same age; that is the one I re- 
ferred to $1,930? A.—Yes. 

Q.—It came down to what in 1898? 
A.—$959. 

Q.—That is the collateral security? 
A.—Yes., 

Q.—There was no other at that 
timeP A.—Yes, in 1898. 

Q.—You had the other? A.—Yes. 

Q.—It went to $730? A.—On the 
20 year endowment? 

Q.—yYes, $730? A.—Yes—not near- 
ly so much difference. You are just 
taking age 55. There are not many 
of those continue, and when you get 
up to 75 years of age there are not 
very many policyholders, and not 
many of them survive the period. 

Q.—Take a younger age, age 25; 
take your collateral security policy 
and the 20 year endowment. In the 
1892 book your estimate was $840; is 
that right? A.—The estimated sur- 
plus $559. 

Q.—Age 25, twenty year endow- 
ment? A.—Oh, no, I was taking 20 
payment life. We have nothing but 
the 20 payment life. 

Q.—In 1894 your estimate was $1,- 
038 for the 20 year endowment? A.— 
At age 35 $1,038. 

Q.—In the 1898 book it came down 
to $661? A.—Yes. 


Q.—And in 1900 back to $472? A. 
—Yes. That was during the period 
that we were all fearing that the rate 
of interest was going down. It was 
coing down when the symposium is- 
sued by the New York Life containing 
the opinions of some 20 expert finan- 
ciers, deciding that the companies 
would all have to reserve at 3 per cent. 

Q.—Your estimate in 1900 was not 
half your estimate in 1894? A.—No. 
We believe we will do a great deal 
better than those estimates. 

Q.—Your estimate in 1900 was 
higher than your estimate in 1906? 
A.—Yes. 

Q.—Although on some plans and 
some ages your estimates have been 
increasing? A.—Yes, on some 15 year 


terms it was found by experience that 
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they were too low. The fact of the 
matter is that we have done better on 
our five year distribution, taking a 
similar profit estimated on our fifteen 
year tontine. 

MR. LANGMUIR: Q.—How do you 
account for that? A.—We have paid 
fifty per cent. more profit on that 
than we expected to, and that was 
taken into consideration in figuring 
the estimates on the 15 years and I 
think the estimates on that were too 
conservative. 

Q.—Do you think that companies 
should be prevented from issuing those 
estimates? A.—I think they would 
all be very glad indeed to be prevent- 
ed. We are asked for them every- 
where. 


Q.—They have got to such a pitch 
you would like to have them stopped 
by some decided force? A.—We would 
be very glad to have them stopped. 
I think that is general among the 
companies. The only argument is 
that if the companies do not give esti- 
mates the agents will be tempted to. 

MR. GEARY: Q.—It would leave 
the agents freer? A.—Yes, it would 
leave the agents freer. 


MR. PATTERSON: Q.—You could 
divide a certain number of profits Tike 
the Canada Life? A.—Not only that, 
and I think the company should be 
required to allow their profits every 
five years. If they did that there 
would not be the same room for esti- 
mates. 


MR. TILLEY: Q.—That would bear 
hardly on a young company, if the 
young company felt it ought to elim- 
inate from its rate book all five year 
periods, as yours did A.—It was the 
general policy issued by every com- 
pany in Canada, and it was not label- 
led. Every agent knew that was the 
five year. I should like to finish the 
statement about apportionment. I do 
not think that should be required un- 
less the companies were also to take 
something off their reserve, say on 
the basis of Mr. Bradshaw’s sugges- 
tion. I read that over carefully, and 
it appealed to me— 

Q.—You think in the early years 
when there is a full succession of lives 
the full reserve should not be requir- 
ed? A.—The full reserve should be 
required to be stated in the report, 
and the company should not only be 
allowed but required to deduct from 
that an amount on some such basis 
as Bradshaw suegested. That will 
then show the divisible surplus, and 
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will prevent a company from dividing 
too much or dividing toc little. It 
does not matter what idea they may 
have in regard to the reserve which 
they might be allowed to put up, they 
should be required to publish in the 
blue book the reserve on the basis re- 
quired in the blue book, and then a 
definite allowance on that reserve 
should be made on such a basis as Mr. 
Bradshaw has indicated, to cover the 
value of the loading on the future 
premiums received on that basis. In 
other words, they have borrowed from 
some source or other to put up that 
reserve an amount of proper expenses 
over the first year’s loading, and that 
will be met out of the future loadings 
on those premiums, and therefore it 
properly should be deducted from the 
reserve that has been held to be the 
right custom by the best English com- 
panies, and their experience has shown 
it works out well, and it gives the new 
companies a chance, and it prevents 
the old compnantes from unnecessarily 
concealing their invisible surpius by 
putting up an unnecessarily high re- 
serve. I think that would get rid of 
some of the difficulties. . 


Q.—It would have the effect of 
lessening the reserve for the first few 
years by taking credit for some future 
loadings over a certain time which you 
say should be properly used for that 
purpose? A.—yYes, and the answer to 
that would be ‘‘Well, these policies 
may all drop out.’? That would be 
just as absurd as to say you should 
put up the full amount of the policy 
because the people may all die in the 
one year. One is just as absurd as 
the other. 

Q.—You issued at the commence- 
ment a certain class of term insur- 
ance? A.—Yes, we are still issuing 
term insurance. 


Q.—I suppose it is fair to say you 
rather pressed it then more than you 
do now? A.—Yes. 


-Q.—Was that on the advice of an 
actuary, Mr. Standon? A.—Yes. 

Q.—Was it because of this kind of 
reserve? A.—yYes. 

Q.—The term insurance might re- 
quire the same reserve to be put up that 
ordinary life does? A.—Yes. Ordin- 
ary life has to be paid ordinarily, but 
the term insurance has only to be 
paid if the party dies within the term. 

Q.—Did you give to the insured any 
privilege of continuing the insurance 
as long as he wanted toP A.—Yes. 
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Q.—At the same rate? A.—No. 

Q.—At the new rate? A.—Yes, at 
the new rate. 

Q.—The rate would progress just in 
the natural premium method? <A.— 
Yes. 

Q.—But you would appreciate some 
reduction to be made from it by reason 
of profits earned by the company? A. 
—Yes. 

Q.—Did you not commence to issue a 
policy where it was term insurance for 
one or two years and then could be 
converted into straight life insur- 
ance at the same premium? A.—We 
issued for a year or two what we call 
a combined term and life. 

Q.—Did I express it rightly when 
I said two years? A.—They had not 
to do anything to continue it at the 
Same premium. 

Q.—Automatically it was continu- 

ed? A.—Yes, but the matter came up 
’ before the Superintendent of Insur- 
ance. 

Q.—Was the premium payable for 
the first two years the same premium 
that would be afterwards payable at 
the expiration of that time? <A.— 
Yes. 

Q.—And it was a level premium? 
A.—yYes. It served the same purpose 
as the first year policies are now used 
by some companies. 


Q.—Some Canadian companies? A. 
—No, no Canadian companies are al- 
lowed to use it. The Superintendent 
decided we must reserve upon them 
as an ordinary life policy. 


Q.—That is, on account of the way 
it automatically became a life policy. 
you must treat it as a life policy? A. 
—_Yés, 

Q.—I suppose that apealed to your 
judgment? A.—We did not discuss 
the question, but there had been a 
ruling of the department and we took 
at, 
~ Q.—There could be no other ruling 
on that subject? A.—It has been de- 
cided otherwise in the States. 

Q.—It has been admitted in the 
States? A.—Yes. 

Q.—What States? A.—AlImost all 
the States. At first one or two States 
ruled against it, and that has been 
appealed. It has been practically 
settled now, I think in every State 
but Massachusetts. The best British 
actuaries and one or two Geramn act- 
uaries who have given attention to 
it—Dr. Sprague, the English actuary, 
and one or two German actuaries— 
have recommended a preliminary term. 


° 
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Q.—They have adopted for the pur- 
pose of estimating a reserve a method 
by which there is a preliminary term 
after a fresh selection, where the re- 
serve is much smaller? A.—In or- 
dinary life, which they make the basis, 
they allow the same premium for the 
first year but no reserve, and the sec- 
ond year— 


Q.—That would obviate the high re- 
serve, but under the Insurance Act 
as it now stands there would be no 
other way possible? A.—Well, the 
same ruling of the Department could 
be made as in the United States. 


Q.—That is not the result of legis- 
lation permitting that method of 
valuation? A.—No, purely a question 
of decision of the courts. They held 
that where it stated in the policy one 
year the department could not com- 
pel them to put up any reserve. 


Q.—Was your renewable term pol- 
icy renewable from year to year, or ten 
or twenty years? A.—We do issue 
them from ten to twenty years. 

Q.—But not yearlyP A.—Not year- 
ly at that time. We are now issuing 
a yearly renewable. 


Q.—Did you anticipate that on 
those renewable term policies that the 
premium would be a level premium by 
reason of applying profits? A.—They 
would be to some extent. They based 
that on the experience of a company 
where they had succeeded in renewing 
their policies for two terms, at that 
time making it for three periods of ten 
years. 


Q.—‘This form of insurance is 
granted in terms of ten, fifteen or 
twenty years,’’ etc. (Reads.) That 
is what you stated at the time? A. 
—Yes. 


Q.—‘This is not by any means a 
thoughtless assertion, but it -is the 
deliberate opinion of the officers of the 
company, and is justified by the mor- 
tality experience of the various life 
insurance companies in the past.’’ 
Tell me whether your expectation was 
realized? A.—Yes, we renewed those 
policies for the same term up to cer- 
tain ages; up to a certain age they 
were renewed without increase of 
premium. 

Q.—What age was that? A.—Do 
you remember the age, Mr. Bing- 
well? 

MR. BINGWELL: About 36. 

Q.—And after 36? A.—A slight in- 


crease. 
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Q.—How long did that contine? ' 


A.—We have not come to the second 
period. 

Q.—How will it be? A.—It may be 
a somewhat lower age than that. 


Q.—How did you report that insur- 
ance in your return to the Govern- 
ment—as life insurance or term in- 
surance? A.—AIl as term insurance. 

Q.—Are you sure? A.—Oh, certain- 
ly, that was all term insurance. 

MR. JARDINE: It is only recent- 
ly they have asked for the division. 


MR. TILLEY: Is that so? 
MR. JARDINE: Entirely so. 


MR. TILLEY: You report it as 
term? 

MR. JARDINE: Yes. It ig only 
recently they required the division of 
profits. 


MR. TILLEY: Q.—In 1903 you 
changed the language as to your ex- 
pectation to a little more modest 
phrase, ‘‘The policies participate in 
the profits of the company, which will 
be applied at the end of the term for 
the purpose of reducing future prem- 
iums under the same or any other 
plan selected?’? A.—Yes, I did that. 
The first was written by Mr. Standon, 
and on going over it with him and mak- 
ing some enquiries as to the exper- 
ience, it was found some companies 
that very year increased the premiums, 
ane we felt that that should be modi- 
fie 


Q.—That required a change? A.— 


Yes. 

Q.—Have you changed the rates for 
those term policies? A.—We are not 
issuing that participating policy as a 
ten year term. We are still issuing 
the twenty. 

Q.—And annual? A.—And annual 
and non-participating ten year term. 


Q.—What is your decennial plan? 
A.—It is a ten year term plan, pay- 
able by 25 annual instalments. 

Q.—Of how much each for $1.000? 
A.—That would be $40 each. We is- 
sued $2,500 policies. 

Q.—You pay $100 a year for the 
twenty-five years? A.—Yes. 

Q.—And then, of course, no capital 
sum at the end of the time? A.—No. 

Q.—Supposing the insured outlives 
the period, the ten years, for which 
the insurance is taken? A.—TIf he 
wished to continue he would have to 
pay the rate. 

Q.—His term insurance comes to an 
end? A.—He can renew it. 

Q.—His term insurance? A.—Yes. 
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Q.—He cannot renew it as of right 
at the old rate? A.—No. There is a 
difference between term insurance and 
renewable term insurance. 

Q.—But he has a right to renewP 
A.—Yes, without medical examination, 
but the premium is the same. 

Q.—The same as if he took out new 
insurance and passed the medical ex- 
amination? A.—yYes. 

Q.—You have a good many different 
kinds of policies? A.—Yes, and we 
have occasionally to issue others that 
we have not in our books. 


Q.—Which you have not any plan 
for ? A. Yes! The Government 
thought of having a few standard poli- 
cies in the United States, but with 
the tremendous diversity of opinion 
as to what will suit the insured, it 
would be hard to tie it down to any 
particular style. People would not 
use the same style of policies any more 
than ladies wear the same hat, and 
the companies have to issue different 
policies and make one policy suit one 
individual better than another policy. 

Q.—What sort of policy is the 19 
year payment life? A.—Just the 
same as the 20, except that it runs 
for 19 years instead of 20. 


Q.—On what is it based? A.—Ex- 
actly the same loading on the 19 year 
payment as the 20 payment life. 


Q.—What is the purpose of that 
policy? A.—The purpose is where re- 
bate is offered we tell our agent that 
he does not need to give a rebate be- 
cause he can give a 19 year payment 
life. 

Q.—That is, if the insurer. says 
“Give me a rebate,’ then you say to 
your agent ‘‘You do not need to give 
rebate; give him a 19 year payment 
life policy? A.—Yes, 


Q.—It is suspiciously like a policy 
to offer a man where he has paid one 
premium in another company? A.— 
Yes, it might do for that, but we get 
it up for the purpose of giving the 
agent no excuse for rebating. 

Q.—Because you give the insured 
the rebate himself? A.—Yes, our rate 
being lower than other companies. 
Our 19 payment life is lower than the 
20 payment life of the American com- 
panies. 

Q.—That is to say, you can offer 
this 19 payment life to a man who 
has paid one premium in another com- 
pany and he can leave that company 
and go over to you without Toss? A. 
—It is not what I mean. 
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Q.—Well, is that the effect of what 
you say? A.—That would be probably 
correct. 

Q.—Is it found to be a useful policy 
for persons who have paid one prem- 
ium in another company? A.—It is 
a splendid policy for an agent to offer 
a man who asks a rebate. 

Q.—Who has been offered a rebate 
in another company? A.—To show he 
can give him that 19 payment life for 
the same premium he has been offered 
194 premiums in another company. He 
can say to him ‘‘You have only to pay 
19 premiums, whereas you have to pay 
193 in the other company.”’ 

Q.—Does your agent get the same 
commission on that policy as on the 
20 year policy? A.—Exactly the same 
commission. 

Q.—It is not as beneficial- to the 
company? A.—It is exactly the same 
loading on exactly the saine basis. 


Q.—Have you ever found it used 
with persons who have already paid 
one premium in the other company? 
A.—Never noticed a case of the kind. 
and it was certainly not devised for 
that purpose. It was with the honest 
attempt to try and assist what all the 
other companies were trying to do, to 
stop rebating. 


MR. KENT: Q.—It is. in effect a 
rebate of the last premium instead of 
the first one? A.—No, it is not. Tt 
is loaded exactly the same as the 20. 
It is no more a rebate than the 15 
payment life is a rebate of ten pay- 
ment life. 

Q.—A man pays $19 and gets the 
same benefit as the one who pays 
$20? A.—No, excuse me, our 19 pay- 
ment is much higher than the 20. 

Q.—You said it was the same in 
both cases? A.—I said it was the 
same as the 20 payment to the Am- 
erican companies. 

MR. TILLEY: Q.—How does the 
guarantee— A.—It is precisely the 
same. It matures at the end of 19 
years instead of 920. 


Q.—What is your savings bank pol- 
icy? A.—We issued it during the 
earlier years. 

Q.—-Do you issue it now? A.—No. 

Q.—Why? A.—There is no demand 
for it. It does not take. 

Q.—The name ought to be taking— 
Savings Bank? A.—yYes, it did not 
seem to be adapted to the wants of the 
agents or the people. 

Q.—Were the agents paid as liberal- 
ly on that policy as the others? A.— 
Yes, but it did not become popular. 
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Q.—You issued five and six per cent. 
bonds? A.—Not six per cent.—five 
per cent. f , 

Q.—Did you ever issue six per 
cent.P A.—No. 

Q.—I thought you in your first rate 
book offered it at five or six per cent.? 
A.—We might possibly. 

Q.—You may not have issued the 
policy, but look at page 69 in the 1898 
book? A.—Yes, five and six per cent. 
bonds. 

Q.—The idea of expressing it that 
way was that the man would antici- 
pate he was getting over five per cent. 
or six per cent., accordingly as he paid 
his money? A.—It might be so con- 
sidered, but it is not correct. 

Q.—It is not correct, we know that 
now, but that is what the layman 
would think, what the agent would 
tell him? A.—Well, the way it would 
be explained would be that if a man 
pays that amount of premium he gets 
$1,000 insurance, and at the end of 
the period he can take $1,000 bond 
upon which he will get five or six per 
cent. as the case may be. 

Q.—But he does not get five or six 
per cent. on the amount of the in- 
surance at the end of the time? A.— 
Yes, on his insurance. 

Q.—Not on what his insurance is 
worth? A.—wNo. ° 

Q.—And he does not get five and 
six per cent.— A.—Not including 
his premium. 

Q.—If he took his cash he would 
get more than $1,000? A.—Yes. 

Q.—How much? A.—About 20 per 
cent. more, 

Q!About 7120? “A'—Yes: 

Q.—Do you think that is a good 
name for it? A.—The company that 
got it up explain it in this way: here 
is an opportunity to buy a bond at the 
end of 20 years if you live and make 
the payments you get a bond for these 
payments, if you die your estate gets 
the bonds right away. It seemed tak- 
ing and a good many agents asked for 
if, 

Q.—I think most of the companies 
have that form now? A.—Yes, near- 
ly all companies. 

Q.—What is your perfect protec- 
tion policy? A.—It is one under 
which we try to meet the objection 
made to the ordinary tontine policy. 


‘Mr. Patterson just mentioned it a 


moment ago. If Mr. Patterson was 
looking for some insurance and can- 
vassing and said ‘‘Your tontine policy 
has the objection that if I die during 
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that term I do not get any profits,” 
we say ‘“‘Very well, pay a little more 
and you will get profits; pay 25 or 50 
‘per cent.’”’ It is all computed accord- 
ing to the rate you charge. 

Q.—It would be computed? A.— 
Yes. - 


Q.—There is another feature by 
which the non-forfeiture automatic ex- 
tension system applied? A.—Yes. 
At that time it did not. © 


Q.—Would that automatic non-for- 
feiture extension be term insurance? 
A.—No, it is a loan of the amount of 
the premium, as long as there was 
sufficient in the reserve to pay the 
premium, 

Q.—You would keep loaning him 
money as long as you had money in 
hand to pay him the premium? A.— 
Yes. We thought that was so satis- 
factory, and it seemed to appeal to 
the agents and public so well that we 
adopted it. It is becoming more and 
more common and a great many com- 
panies use it. 

Q.—Then you have a policy called 
young people’s policy? A.—Yes. 
That is a policy where while the party 
is not old enough to be in our opinion 
considered suitable for examination 
and issuing a permanent policy to, we 
issue a policy at a reduced rate, with 
the understanding that when they ar- 
rive at a certain age they will then 
be examined. If they can pass the 
medical examination they then con- 
tinue the payments on the policy at 
this reduced rate, and if they do not 
we return their premiums. We do 
not want to insure them permanently. 

Q.—But you want to get an option 
on them? A.—Yes, we want to start 
them in safe. 

Q.—The race is so strenuous that 
you want to get them committed to 
your company a few years before it 
can be decided they are good risks? 
A.—A good many people who have 
arrived at your age advise their child- 
ren to take out insurance while they 
are young, because they secure a much 
lower premium. 

Q.—Is there any medical examina- 
tion at the time the option is taken? 
A.—No. 


Q.—No medical examination? A.— 


No. 

Q.—Is there insurance between the 
time the option is taken and the time 
when the examination takes place? 
A.—No. In case of death all prem- 
iums are returned. 

Q.—Any interest? A.—No. 


Great West Life. 
(J. H. Brock, Ex’d.) 


Q.—If you refuse the applicant as 
the result of the medical examination 
later do you give interest on the prem- 
iums? A.—No, and we do not charge 
them any expense. 

Q.—You would hardly think you 
should? A.—Well, we have paid a 
commission on the business, of course. 

Q.—What commission do you pay? 
Is it your regular commission ? 

MR. JARDINE: Yes. On _ the 
young people’s twenty years life there 
is the same commission as on the other. 

MR. TILLEY: Q.—The age at 
which he or she was subjected to a 
medical examination was 18? A.— 
Yes. 

Q.—Does that apply to the females 
as well as the males? A.—Yes. 

Q.—Are the rates the same? A.— 
Yes, on all those plans. 

Q.—Is that usual, to ‘give the same 
rate for women as for men? A,— 
With the majority of companies, yes; 
some do not. 


Q.—The rates should be higher, 

built on a proper actuarial system, 
should they not? A.—I do not think 
sO. ; 
Q.—You think the rate for one 
should not be higher than the other? 
A.—Yes. It is pretty hard to say we 
should charge a woman more for an 
annuity, which is the reverse of life 
insurance, but we do charge a woman 
more for an annuity. 


Q.—At all ages? A.—Yes. We say 
they should live the longest. Why we 
should charge them more for life in- 
surance I do not see. It varies at 
some stages. There are certain per- 
iods in the life of a woman when the 
death rate is higher, but take it con- 
tinuously through life the death rate 
is not any higher. 

Q.—You have handed us a form of 
that policy and it has the provision 
you speak about, ‘‘It is further agreed 
that the insured shall pass a medical 
examination satisfactory to the com- 
pany upon reaching the age of 18 
years, and the company to have the 
option of cancelling the policy and 
returning the premiums;’’ but there 
is no clause giving them back the in- 
terest? A.—If we had that clause 
we would have to charge a_ higher 
premium. 


Q.—Do you find that is a policy 
which is popular? A.—Yes. We do 
quite a business on that policy. 

Q.—Do you put up a reserve on 
that policy? A.—Oh, yes. 
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Q.—In your annual renewable term 
policy you give rates up to age 60? 
A.—Yes. 

Q.—On the back of the policy? A. 
—Yes. 

Q.—Why did you not give them for 
higher ages? A.—After 60 we require 
them to change to an ordinary life— 
no, it is after 65. 

Q.—Between 60 and 65 there is no 
table of rates? A.—No, because we 
do not issue— 

Q.—Why don’t you stop at 55 or 
65? A.—I suppose there is no room 
on the table. 

Q.—There would be lots of room if 
it was good advertising? 

MR. JARDINE: No policy is is- 
sued at an age higher than 60. 


WITNESS: It is printed on the © 


table. 


MR. TILLEY: Q.—The insured at 
that age must turn it into a life pol- 
icy if he keeps it on after that date? 
A.—Yes, that is the condition of the 
policy, that we require him to take 
out a life policy after that age. 

Q.—You do not show the premium 
for a life policy? A.—No. 


Q.—Would that not be useful where 
you are showing all the other amounts 
payable? A.—The premium might 
change in the meatime, and we expect 
to get the premium in force at that 
time. 

Q.—And you think is would not be 
right to stipulate for that premium 
at the time he takes out his policy? 
A.—There is an necessary element of 
hazard in that that we do not want 
to charge for. 

Q.—I see on the policy you print 
the statement that it is reasonably 
expected that the increase will not be 
called for, as the profits will be able 
to keep down the premium? A.—I 
believe that is the same as we had in 
the circular. 

Q.—I will put in a copy of your Joan 
agreement. (Ex. 407.) I suppose 
that to some extent you follow other 
forms and then improve it as you 
think it could be improved? A.—Yes, 
we have made the loan agreement 
more liberal than we did at the begin- 
ning and as simple as possible. 


Q.—Then the claim papers will be 


Ex. 408. Now you require evidence 
from the claimant, the physician, the 
undertaker and acquaintance and a 
clergyman and the agent? A.—Yes, in 
some cases. We waive some of these 
where the man is known to us. We 
waive the undertaker. 
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Q.—Is that not a formidable bunch 
of papers to hand to a widow and ask 
her to get completed? A.—It does 
strike the widow in that way. 

Q.—Are they necessary? A.—In 
our experience they are absolutely 
necessary, I think. It is the only way 
we can detect fraud. I have gone 
through it to see if we can dispense 
with any of them, and we decided 
we had to have them. We waive 
them where we know the party, or the 
agent knows him, but we want them 
where we have not an agent. Some- 
times a man may die in a foreign 
country. 

Q.—You have no foreign business? 
A.—But the insured may be in a for- 
eign country. 

Q.—That would be all the harder 
to get them completed? A.—There 
was one man killed in the Phillinine 
war; we could not get proof. There 
was an explosion and we got evidence 
of it and paid the claim. The com- 
panies are fairly easy. We want 
reasonable proof of the claims. Where 
there is no doubt about it we do not 
want the proof. 


MR. PATTERSON: Q.—Are you 
speaking of all. companies? A.— 
Well, there was one company from the 
United States that did business here 
that was an exception. I do not like 
to name it. I do not think it is neces- 
sary to name it. 


MR. TILLEY: I want to put in 
the method of distribution and your 
statement of actual cash dividends on 
deferred dividend policies? A.—You 
have it there. 

Q.—It is all compiled here before 
us, and I do not need to ask you about 
it other than just to put it in show- 
ing how you deal with that matter. 
(Ex. 409.) I think that is all. 


JUDGE MacTAVISH: Does Mr. 
Patterson want to ask any questions? 


MR. PATTERSON: No. I think 
the matter has: been thoroughly ex- 
amined into. 

JUDGE MacTAVISH: I do not 
think this company need complain 
about any want of thoroughness on 
the part of this investigation. 


WITNESS: No, we have not any 
complaint of that kind, and I desire 
to express my thanks to the Commis- 
sion for the very thorough manner in 
which they have examined the com- 
pany. I have had to take the respon- 
sibility in the past to tell the directors 
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and others about the company, and I 
should like that my misdeeds, as they 
may be considered by this commission, 
may be made known to them, so that 
they may be able to guard against 
them in the future. We want them to 
be posted in the future. They have 
been here all the time, and I hope 
the commission will torm a good idea 
of the audience when I tell them that 
the audience is made up almost ex- 
clusively of the agents of other com- 
panies, and a better lot of men I do 
“not think can be found. 

MR. KENT: Handsome is as hand- 
some does. 

WITNESS: I am glad to have im- 
pressed that upon them. I am sure 
they will accept that. 


JUDGE MacTAVISH: If there is 
any matter the company wants to 
bring before the commission, we will 
be sitting later, and we are always 
ready to receive any additional infor- 
mation or explanation of information 
already given. If there is any mat- 
ter you would desire to bring to 
the notice of the commission, you will 
have an opportunity of doing so on 
behalf of the company, at any future 
sitting of the commission. In the 
meantime we will adjourn, not to any 
fixed date or any fixed place, but sub- 
ject to be called together when it is 
found necessary to meet. 


SIXTIETH DAY. 
Toronto, Tuesday, Sept. 4th, 1906. 


MONARCH LIFE ASSURANCE 
COMPANY. 


MR. MATTHEW WILSON, K.C., 
appears for the Monarch Life. 

MR. SHEPLEY: We are ready to 
go on, if your honors will permit Mr. 
Tilley to take up the case of the 
Monarch Life Assurance Company. 


JUDGE MacTAVISH: Very well. 


T. MARSHALL OSTROM, sworn. 
Examined by 


MR. TILLEY: Q.—You are the 
Manager of the Monarch Life Assur- 
ance Company? A.—Yes. 

Q.—You are a Director as well? 
A.— Yes. 

Q.—And you style yourself the Man- 
aging Director? A.—Yes. 

Q.—Do you hold any other position 
in the company? A.—No. 

Q.—You were a promoter of the 
company, I believe? A.—Yes. 


Monarch Life. (T. M. Ostrom, Ex’d.) 


Q.—And it obtained its license to 
carry on business in Canada just a 
month or two ago? A.—On the 19th 
July, 1906. 

Q.—When did you first do anything 
towards the promotion of the com- 
pany? A.—It was April, 1904, or 
1905. 

Q.—Which was it? A.—April, 1905. 

Q.—Was it not 1904? A.—Well, it 
may have been; I am not sure. 

Q.—Well,.there is a year’s differ- 
ence and I would like to know? A.— 
Well, it was either one or the other. 
The Minute Book will show that. 

Q.—It must have been April, 1904? 
A.—That book which Mr. Wilson has 
will tell you. 

Q.—This gives a draft agreement of 
March, 1904, between yourself and Mr. 
Stevenson? A.—Yes. 

Q.—At the time you decided to in- 
corporate the Monarch Life Assurance’ 
Company did you have it in mind to 
incorporate any other company? A. 
Not then, no: 


Q.—Did you at a later period? A. 
—No, not for a year or two years 
afterwards—a year afterwards. 

Q.—What comp2™v are you refer- 
ring to now? A.—The Monarch Bank. 

Q.—Then you did not conceive of 
the idea of incorporating them both 
at the same time? A.—No. 

Q.—Who were associated with you 
in the promotion of the Monarch Life 
Assurance Company? A.—The provi- 
sional directors there, D. A. Gordon, 
our President now, William Scott, E 
W. Livingstone, T.-‘H. Graham, my- 
self, and the Hon. James Cochrane. 

Q.—Were these men brought into 
the transaction by you, or was it their 
idea in entering? A.—Brought in by 
me. 

Q.—Was there any arrangement be- 
tween you and them before you pro- 
ceeded to incorporate the company? 
AN! 

Q.—No agreement at all? A.—No. 

Q.—I notice that at a later date, 
in fact almost from the first, there 
seems to have been an idea to take 
over some copyrights from you? A.— 
Yes. 

Q.—Was that discussed at the very 
initiation of the matter? A.—Yes. 

Q.—So that there was that under- 
standing between you? A.—Yes. 

Q.—That some copyrights that you 
held on certain forms of policies should 
be taken over by the company? A.— 
Yes. 

Q.—Was it understood from the 
first at what price or what valuation 
they should be taken over? A.—Yes. 


” 
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Q.—And what was the understand- 
ing with regard to that? A.—$49,- 
000 in paid-up stock and $1,000 in 
cash. 

Q.—$49,000 paid-up stock and $1,- 
000 in cashP A.—Yes. 

Q.—Was there any other under- 
standing between you and the pro- 
visional directors? A.—Not that I re- 
member of. 

Q.—Was there any understanding 
that the provisional directors should 
get something by way of bonus or re- 
turn for their services? A.—Yes, there 
was an agreement entered into later 
that they were to get $25,000 of paid- 
up stock. 

Q.—There was an_ understanding 
that they were to get $25,000 paid-up 
stock later on? A.—Yes. 

Q.—Was that not arranged at the 
same time that it was arranged you 
should get $50,000 in stock and $1,000 
cash for your copyrights? A.—Never 
thought of. 


Q.—Never thought of at the time? 
A.—It was never thought of then. 

Q.—Who were to share in the $25,- 
000 capital stock? A.—The Hon. 
James Cochrane, Dr. Forbes Godfrey, 
T. H. Graham, HE. W. Livingstone, 
William Scott and D. A. Gordon. 

Q.—Were you to share in it? A.— 
No. 

Q.—Were these parties to share 
equally? A.—lI think so, yes. 

Q.—And you were not to share at 
allP A.—No. 

Q.—Then your Act of Incorporation 
was assented to on the 18th of July, 
1904? A.—Yes. 

Q.—So that I suppose the first 
thing you did was to prepare to in- 
corporate? A.—Yes. 

Q.—To get a charter? A.—Yes. We 
were in process of getting subscrip- 
tions before we were incorporated. 

Q.—Had you some subscriptions be- 
fore that? A.—Yes, quite a number. 

Q.—Who had obtained them? A.— 
I had. 

Q.—PersonallyP A.—yYes. 

Q.—Were you paid a commission on 
those subscriptions? A.—Not at that 
time. 

Q.—At a later date I think you 
were paid a commission? A.—TI think 
after we were incorporated, yes. 

Q.—Then how was it that it took 
from 18th of July, 1904, down to the 
middle of July, 1906, for you to ob- 
tain the license to carry on business? 
A.—Selling stock—selling sufficient 
stock. 

Q.—It took two years to place—? 
A.—Well, not two years to sell the 
stock, but before we could complete 
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our organization sufficient to go into 
business. 

Q.—Did you not apply for a license 
as soon aS you were in a position to do 
soP A.—3lst May, yes. 

Q.—So that it took from June or 
July, 1904, down to June, 1906, prac- 
tically two years, omittting the work 
you did before you got the charter, 
to get the subscriptions for stock? A. 
—Yes. 

Q.—Will you tell me the plan you 
adopted to get subscriptions? A.—The 
plan I adopted to get the subscrip- 
tions, we got out a prospectus in the 
regular way. 

Q.—Have you that prospectus here? 
A.—I think I have. We have issued 
the same one right along. There has 
been the addition of shareholders, but 
the wording is the same. 

Q.—You have only had the one? 
A.—Yes, we added the shareholders 
‘to it. 

Q.—You added to the prospectus 
the additional shareholders that had 
come in from time to time? A.— 
Yes, and the Directors, if there were 
any changes. / 

Q.—When was this prospectus first 
printed, can you ‘tell me? A.—I 
think the first prospectus, according 
to my memory was about April, 1904. 

Q.—You refer in this to the incor- 
poration of ‘the company in July, 
1904; so that it would indivate that 
this prospectus was after that date? 
A.—The first one was before that. 

Q.—Then I will put in this pro- 
spectus. (Exhibit 410.) Did you 
draw this? A.—No sir, I did not. 

Q.—Who prepared it for you? ‘A. 
—Well, I assisted in preparing it. I 
gave the ideas and it was put to- 
gether. 

Q.—To whom did you give the 
ideasP A.—I gave the ideas to a 
man who gets up prospectuses. 

Q.—Who is heP A.—Mr. Living- 
stone. 

Q.—Then he was associated with 
your company? A.—And our soli- 
citor. 

Q.—Who was your solicitor at that 
time? A.—Mr. Holmstead of Ross 
& Holmstead. 

Q.—Then they prepared the pro- 
spectus between them? <A.—Yes. 

Q.—Both Livingstone and Holm- 
stead knew of your arrangerztient as 
to $50,000 of paid-up capital stock 
for your copyrights. Did you tell 
them of that, or did you discuss that 
with them. A.—yYes, they knew all 
about that. 

Q.—Was that to go in the prospec- 
tus? A.—It was in the prospectus 
at that time. 
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Q.—Will you show me that pros- 
pectus please? A.—I do not think 
we have one left. 

QO That is the one, l-want: parti- 
cularly? A.—I can tell you the word- 
ing of it. It says the company is to 
own the copyrights. 

Q.—I would rather see it. Have 
you made a search for it? A] 
think it is worded just the same as 
that, Mr. Tilley. If I would look at 
it I would tell you. (Witness exam- 
ines prospectus.) Yes, it was the 
same as that. - 

Q.—Does this prospectus then at 
page 14 show all that you said about 
copyrights? A.—yYes. 

Q.—I will read that part, as that 
is the material part:—‘‘The advant- 
ages of Monarch Assurance Company 
over all other life insurance compan- 
ies will be superior in every way. 
The Monarch Life Assurance Com- 
pany own the copyright policies is- 
sued with and without profit, and 


giving the policyholders the option 


of taking dividends at any time, 
viz :—’ 

Then it sets out the different plans 
of insurance, and then it follows in 
this way :— 

“‘Consequently the Monarch Life 
Assurance Company is destined to 
meet with unparalleled success, as 
these policies are original and up to 
date, and are what the public have 
been requiring for vears. Besides 
the above plan, the Monarch Life As- 
surance Company will offer to the 
public policies similar to those issued 
by all insurance companies, but at 
lower rates. All payments must be 
made,’’ ete. 

There is nothing there about pay- 
ing you $50,000 paid-up stock for 
those copyrights. 

A.—I quite understand that. 

Q.—I asked you whether there was 

anything said in any prospectus as 
to the arrangement for you to give 
the copyrights in consideration of 
$50,000 cash and stockP A. At the 
shareholders’ meeting it went on the 
minutes. 
Q.—But there was nothing said in 
any prospectus? A.—When I got 
subscriptions myself all of them under- 
stood it. 

Q.—There was nothing said in any 
prospectus? A.—No. 

_ Q.—Although the arrangement had 
then been made? A.—Yes. 

Q.—Between you and the _ provi- 
sional directors? A.—Yes. 

Q.—You had a letter advising the 
company as to the contents of a 
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prospectus from Mr. Wilson, your 
counsel, had you not? A.—We have 


never issued any since that. 


Q.—Why? A.—Because we had suffi- 
cient stock sold. 
Q.—You are not trying to sell 
stock now? A.—Not in Ontario. 
: Q.— Any place? A.—We are sell- 
ing some in the North West. 
Q.—Why are you not trying to sell 
in Ontario now? A.—For the reason 
that we sell it much quicker up there. 
Q.—Where? A.—In Manitoba. 
Q.—Mr. Wilson’s letter to you ad- 
vised you of the Ontario Act? A.— 


Q.*-Whereby you would be requir- 
ed to set out in your prospectus a 
great many things which are not in 
this prospectus? Was that not the 
real reason why you were not trying 
to sell in Ontario? A.—No, we never 
sold anything in Ontario for a year. 
We were distributing our stock all 
over the Dominion. 

Q.—That would be just about the 
time—for a year? A.—The law would 
come in force in April. 

Q.—For a year prior to 1906 you 
mean? A.—Yes, 

Q.—Why did you get Mr. Wilson’s 
opinion? A.—Well, I do not think 
I asked for his opinion. He wrote 
his own opinion, hearing we were 


- getting out a new prospectus. 


Q.—Was that not being considered 
at the time? A.—wNo. 

Q.—No discussion of selling stock 
in- Ontario? A.—No. 

Q.—Or the effect of this new Act 
passed by the Ontario Legislature? 
A.—No. 

Q.—If you were selling stock in 
Ontario under Mr. Wilson’s advice to 
you, you would have been bound to 
indicate that transaction regarding 
your capital stockP A.—Yes. 

Q.—You knew that? A.—Yes. 

Q.—That was present to your 
mind? A.—Yes. 

Q.—If that was looked upon as a 
fair requirement under the Ontario 
Act, why did you not put it in your 
prospectus anyway? A.—Well, these 
are old prospectuses. 

Q.—You made them from time to 
time? A.—We have never issued any 
new ones since. On the 21st March 
at our annual meeting that was got 
out. 

Q.—What year? A.—1906. We 
have not had any new ones out since. 
If we were to get new ones out we 
would put everything in. It does not 
make any difference where they would 
20. 
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Q.—Is it right to say you have 
never had any discussion as to the 
necessity of setting outthat contract 
in the prospectus? A.—No. 


Q.—Coming back to the selling of 
stock—because it seems to have cost 
your company a very large sum of 
money—will you indicate to me the 
nature of your arrangement with the 
different agents and tell me who the 
agents were? A.—They got $5 a 
share. 


Q.—Each agent got $5 a share? 
A.—Yes, some got $6. 

Q.—Why would some get $6 and 
others $5? A.—Take the North ‘West, 
it costs more to sell stock out there. 

Q.—Would it not be better to sell 
it in Ontario? A.—yYou cannot sell 
stock here. 

Q.—You must get away out to the 
North West? A.—Yes,° or down to 
the Maritime Provinces or Montreal 
or Quebec. Ontario is flooded with 
mining stocks—Cobalt—you cannot 
sell anything here. 

Q.—Cobalt is too close to Toronto? 
Al) es, that.is, it: 

Q.—What other arrangement had 
you as to price? $7 a share? A.— 
Well no, we had not anything higher 
than $6. 

Q.—Never $7? A.—No. 

Q.—Had you not an arrangement 
regarding subscriptions that might 
come in from shareholders in other 
companies to pay a higher commis- 
sion? The Century Life? A.—No, 
—oh that was before the company was 
incorporated. 

Q.—I mean before the company was 
incorporated? A.—Yes, that was 
never carried out. 

Q.—I see a draft contract in the 
minutes which was approved, by Mr. 
Stevenson, whereby he was to be the 
sole agent. Was that carried out? 
A.—Carried out till the company was 
incorporated, and then he was dis- 
missed. 

Q.—Did he continue to. sell stock 


afterwards? A.—No. 

Q.—There were commissions paid 
to him afterwards. Would that be 
on previous businessP A.—QOn pre- 
vious business, 

Q.—What remuneration was Mr. 
Stevenson to receive? A.—He was 


to receive $4.90 a share and pay all 
the expenses. 

Q.—How did that odd amount 
$4.90 come to be fixed? A.—Well, 
we were paying rent for the building, 
and I did not want it to cost over 
$5 a share. I did not want the ex- 
pense to be over $5 a share. 
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Q.—You wanted to be able to keep 
expenses down so that you could say 
it did not cost you $5 a shareP A.— 
Yes. 


Q.—That is the reason of the $4.90 
arrangement? A.—Yes. 

Q.—Did any person get anything 
on Mr. Stevenson’s stock besides 
Stevenson himself? A.—I do not 
know of anyone. He had agents un- 
der him. 

Q.—But in addition to the commis- 
sion of $4.90 a share? A.—I do not 
remember of anyone. I do not think 
there is any record of that. . 

Q.—Did Mr. OstromP A.—No, I 
did not.- The Directors voted me 
$3.50 a share, but they cut his down. 
You see he did not sell any stock at 
all. I sold all the stock and he held 
me up under the contract. 

Q.—Let us understand the trans- 
adtion? A.—Stevenson entered into 
a contract with the Monarch Life, or 
supposed Monarch Life, which 
Was in course of organization. 

Q.—Stevenson entered into a con- 
tract with the provisional directors? 
A.—With the incorporators. 

Q.—With the promoters? A.— 
With the petitioners, to sell all the 
capital stock of the Monarch Life As- 
surance Company at $4.90 a share, 
and to pay all expenses except the 
rental of office. He made no efforts 
to sell the stock, or did not sell a 
Share, 

Q.—Still he was paid some commis- 
sions? A.—He was paid some com- 
missions under his contract, but at 
the first provisional Directors Meet- 
ing after we were incorporated, you 
will see by the minutes that there 
was some discussion took place as to 
Stevenson’s contract with the com- 
company. They offered him $1.40 a 
share, and then they gave me for the 
reason that JI procured all the sub- 
scriptions, they gave me $3.50, and 
that made it equal to $4.90. 

Q.—Was that arrangement carried 
through? A.—It was carried through, 
yes. . 

Q.—So that on the stock which was 
sold prior to incorporation you got 
$3.50 a share and Mr. Stevenson got 
$1.40 a share? A.—Well, I paid all 
my expenses out of that. 

Q.—All your travelling expenses? 
A.—Yes, everything. : 

Q.—All your travelling expenses? 
A.—Yes, agents and everything. 

Q.—That applies to the stock that 
was sold before the assent was given 
4 the Act of Incorporation? A.— 

es. 
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Q.—Did any other persons besides 
yourself and Mr. Stevenson get any 
commission? A.—No directors got any 
commission, no shareholders or any- 
one. 

Q.—Did you have agents working 
under you? A.—I did—working for 
the company. 

Q.—What were they paid? A.— 
Well, we kept it down to $4.90 a share. 


Q.—How much did they get? A. 
—That is all they got. 

Q.—Did you pay them $4.90? A. 
—We charged it up to Stevenson, and 
unless he paid them 

Q.—I was asking you if you had 
any agents working under you? A. 
—Not any contract. 

Q.—Were you paid $3.50 on all the 
shares that were sold? A.—Up to the 
time of incorporation; that is when 
payment was made. Supposing the 
subscriber did not pay, I did not get 
anything. 

Q.—Stevenson had some _ agents 
working under him? A.—Yes. 

Q.—Do you know what he paid 
them? A.—I do not. 

Q.—You would get $3.50 on the 
shares they sold, would you not? A. 
—Yes—no, not on the shares they 

sold. 
~  Q.—You told me you got $3.50? A. 
—On my own shares that I sold my- 
self personally. 

Q.—Mr. Stevenson getting $1.40 on 
the shares you sold? A.—Yes. 

Q.—He got $4.90 on all the shares 
his own sub-agents sold? A.—Yes. 

Q.—You would get nothing from 
that? A.—No. 

Q.—Have you told us the whole ar- 
rangement before incorporation, be- 
cause the main part of it, of course, 
was after incorporation? A.—As far 
as I can remember. 

Q.—What was the arrangement 
made after incorporation when you 
discharged Mr. Stevenson and decid- 
ed on some other plan? A.—Well, I 
was then appointed Manager. 

Q.—By the provisional board? A. 
—Yes. 

Q.—Had you been drawing a salary 
prior to that? A.—I was drawing a 
salary as Vice-President. 

Q.—Before incorporation? A.— 
From the start. 

Q.—That would be from what 
month? April or March, 1904? A. 
—March 4th, 1904. 

Q.—What was your salary at first? 
A.—$3.000 a year. 

Q.—Payable monthly—supposed to 
be payable monthly? Ai They cid 
not say when it was to be paid. 


Monarch Life. (T. M. Ostrom, Ex’d.) 


Q.—That was your compensation, 
$3,000 a year? A.—Yes. 

Q.—If you were getting $3,000 a 
year by what right did you take $3.50 
on the shares of stock that were sold? 
What were you doing for your $3,000? 
A.—I was selling the stock and pay- 
ine all the expenses of the company. 

Q.—You were getting $3.50 on each 
share that you sold? A.—Well, that 
arrangement was not made with me 
until the Directors of the company 
knew that Mr. Stevenson did not sell 
any stock, and I sold it all myself; 
they took it from him and gave it to 
me. 

Q.—So that besides your salary you 
got $3.50 on each share? A.—yYes, I 
got that, but my expenses, I guess, 
are more than that, procuring sub- 
scriptions. 

Q.—To whom was the money paid 
when it was paid by the sharehold- 


ers? A.—To whom was it paid? 


Q.—Yes, was it paid to a trust 
company ? A.—Paid to the Union 
Trust Company until we were incor- 
porated on the 19th July. 

Q.—And on the incorporating the 
money was transferred from the Un- 


‘ion Trust Company to the Monarch 


Life Assurance Company? A.—Yes. 

Q.—Tell us the arrangement that 
was made after incorporation. What 
was your salary to be? A.—$150 a 
month and $5 a share commission on 
all stock I sold myself. 

Q.—$150 a month and $5 per share? 
A.—Yes. 

Q.—And how long did that arrange- 
ment last? A.—It lasted until March 
1906, 20th March. 

Q.—20th March, 1906. What change 
was made on the 20th March, 1906? 
A.—I took a five-year contract. 

Q.—Have you that contract? A.— 
I have it. This is it. 

Q.—This agreement is dated 21st 
March, 1906, made between the Mon- 
arch Life Assurance Company and ‘T. 
Marshall: Ostrom, and it provides as 
follows in the second paragraph :— 

“The Manager agrees with the com- 
pany to devote his whole skill, time, 
ability, and energies in the interests 
of the company, and the company 


-agrees to pay him $5,000 per year 


while he so remains and works in the 
interests of the company, and in addi- 
tion thereto $1 for each $1,000 of 
insurance affected in any year,”’ etc. 

What do you understand the sec- 
ond part as to remuneration pro- 
vides, Mr. Ostrom—that you are to 
vet $1? A.—Well, if the insurance 
is in force; supposing we get $1,000,- 
000 of insurance this year under my 
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management; I would get $1,000, but 
not until the second premium was 
paid. 

Q.—You get nothing at the end of 
the first« year? A.—No. 

Q.—At the end of the second year, 
if the second premium is paid, you 
get $1 on each $1,000 of that insur- 
ance? A.—Yes. 

Q.—Do you get that annually? A. 
No; itt dies. 

Q.—Having been paid the $1 on 
the policy of $1,000, that is all you 
get? A.—Then—that is all I get 
then. 

Q.—When do you get any more? 
A.—In case of resignation or death. 

Q.—That is not under this clause? 
A.—No. 

Q.—That is under another clause? 
A.—Yes. 

Q.—After you have been paid on 
the 3lst December you get $1 on each 
$1,000 of insurance after that? A.— 
That has to be new business. 

Q.—Yes, increase of new business? 
A.Yes. 

Q.—Then the next paragraph pro- 
vides :—‘‘It is further agreed by and 
between*the parties that this contract 
of hire and service shall remain in 
force for the period of five years’ 
and so on. (Reads.) 

Who thought of putting the limit of 
$25,000 on it? A.—The President 
and myself. 

Q.—Which one thought of it? A. 
—I thought of it. 

Q.—You thought it would be un- 
fair that you should, under this con- 
tract, after you had @eased to be 
Manager, call upon them to pay more 
than $25,000 in one year? A.—At 
any time while I was Manager. 

Who thought of putting the limit of 
Mr. Wilson, our solicitor. 

Q.—And it was submitted to the 
directors? A.—To the directors, and 
confirmed by the directors and by the 
shareholders. 

Q.—Just as it stands here? A.— 
Yes. 

Q.—Under this clause what do you 
understand you are to receive, in 
your own language? A.—Which one? 


Q.—After you resigned or ceased to 


be employed by the company? A.— 
Well, I get a dollar a thousand on 
all insurance that is in force under 
my mangement, so long as that insur- 
ance remains in force and on the 
books of the company. 

Q.—That is to say while you are 
employed and while you are giving 
your services you get $5,000 a year? 
A.—Yes. 
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Q.—And a dollar a thousand on the 
new business written, when the sec- 
ond payment is made? A.—Yes. 

Q.—And after you cease to be em- 
ployed by the company, you are to 
get one dollar per thousand on all 
the business written while you were 
manager of the company? A.—That 
is right. 

Q.—And you or your heirs, execu- 
tors, administrators and assigns get 
that so long as that insurance re- 
mains in force, one dollar a thous- 
andP A.—Yes, that is right: 

Q.—So that if you ceased to be the 
manager of the company to-day, the 
man that pays $19 a thousand will 
be paying one dollar of that to you 
as long as his insurance remains in 
forceP A.—Yes. 

Q.—But that is limited to $25,000 
a year. ‘‘And it is further agreed by 
and between the said parties that in 
order to ascertain and settle what 
amount of such insurance may be in 
force at any time upon which such 
dollar per thousand shall be payable’’ 
(reads to ‘‘that are entered during 
business hours,’’?) So that besides 
your remuneration by way of salary 
and on the basis of one dollar per 
thousand of insurance, you are to be 
paid an agent’s commission on busi- 
ness that you write outside of busi- 
ness hours, where your canvassing 
does not conflict with the canvassing 
of any of your agents? A.—Yes. 

Q.—I suppose that that agreement 
has not been in force long enough for 
you to be able to say what it means 
in dollars and cents to youP A.— 
Yes, sr 

Q.—Just made a month or two ago. 
(Agreement filed as Exhibit 411.) Is 
that the only written agreement you 
have with the company, I mean as to 
salary? A.—Yes, sir. 

Q.—I am not dealing at all with 
copyright. Is this the minute that 
you refer to? A.—It was confirmed 
at a provisional directors’ meeting, 
and then by the shareholders. Look 
at the shareholders on the 3lst March. 
This is it, Mr. Tilley. 

Q.—You refer to a minute of the 
directors’ meeting of the 21st March, 
1906? A.—Yes. 

Q.—At page 148? It reads in this 
way, ‘“‘that T. Marshal]l Ostrom, be 
Manager of the company upon the 
terms agreed upon by the provisional 
directors and reduced to writing by 
agreement dated 3lst March, 1906, 
subject to such increase to Mr. Ostrom 
as may be agreed upon by Mr. Os- 
trom and the Board of Directors.’’ 
Now, was that agreement that I have 
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read before the directors at that meet- 
ing? A.— Yes. 


Q.—Was it read over? 
And the shareholders as well. 


Q.—Then the document dated 21st 
Sega was actually produced? A.— 
es. 


_ _Q.—Then what does this mean at 
the end? ‘‘Subject to such increase 
to Mr. Ostrom?’? A.—At that time 
they thought of going to Winnipeg 
and I think one of our directors said 
it would cost more for a manager to 
live in Winnipeg than it would here. 


Q.—More than $25,000? A.— 
Well, however they had it stipulated 
in the minute that if I went to Win- 
nipeg they would increase it. 

Q.—There might be an increase in 
the remuneration if you moved to 
Winnipeg? A.—Yes. 

Q.—And you say ‘that document 
was presented to the directors and 
valso to the shareholders? A.—Yes. 

Q.—Was this signed by Mr. Gor- 
dont A.--Yes; 

Q.—Or is it stamped? A.—No, it 
‘is signed. 

Q.—Have you a stamp for Mr. 
Gordon’s signature? A.—We have 
Low; we had not at that time 
though. 

— Q.—When did you get it? A—A 
month or two ago. 

ears this was March, 1906? A. 
—Yes. 

Q:—Why was it signed by T. H. 
Graham in the first place, President, 
as well? A.—Well, I wanted it sign- 
ed that way. 

Q.—It has the corporate seal on, 
the President’s name on, your name 
as Managing Director, and then you 
get the first Vice-President? A.— 
Well, my own solicitor advised me to 
have it. 

Q.—Who is your solicitor? A:— 
Senator Kerr. 

Q.—When did he advise you that? 
A.—When it was done. 

Q.—After it had been signed by 
Mr. Gordon? A.—yYes, after. 

Q.—Why did he tell you that you 
had better get the first Vice-Presi- 
dent too? A.—I don’t know. He 
gave no reason for it. He said I had 
better have it signed. 

Q.—Why? A.—Because I was a 

arty to it and I was an officer of 
tie company. 

Q.—But you have the President 
and you have it on the minutes? A. 
—I know. 

Q.—What was discussed between 
you? A.—Nothing. I submitted the 
contract to him. 


A=Yes.- 
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Q.—After it had been signed? A. 
—After it had been signed by Mr. 
Gordon. 

Q.—I suppose it had been submit- 
ted to him before it was signed as 
well? A.—No. 

Q.—Didn’t he go over the terms of 
it? A.—No. Left it all to our soli- 
citor, Mr. Wilson. 

Q.—Why did you take it to Senator 
Kerr afterwards? A.—I just wanted 
to see if it was all right. 

Q.—To see if it was executed pro- 
perly? A.—That was it. 

Q.—You wished merely to know 
whether it was properly executed ? 
A.—Yes. 

Q.—Did you look after the terms 
yourself? A.—yYes. 

Q.—But you wished to know 
whether there was any legal formali- 
ties? A.—yYes, so that there was no 
doubt. 

Q.—Do you say this document, as 
it stands here, was drawn by Mr. 
Wilson in this language? A.—Yes. 

Q.—Did Mr. Wilson put in the 
clause that the company must prove 
in open court some impropriety on 
your part before it could discharge 
you? A.—He must have. 

Q.—‘‘Unless’ the conduct of the 
party of the second part, proved in 
Court, is such as to cause the party 
of the first part to ask for his resig- 
nation?’? A.—I drafted the contract 


out and I know I wanted that in. 


Q.—Will you tell me what you 


» understand to be the routine’ the 


company must go through to dispense 
with your services? A.---It wouldn’t 
have to do that, Mr. Tilléy. If they 
wanted to dispense with my services 
I would soon put in my resignation ; 
it would not have to go to any Court. 

Q.—Do you’ make that -as an offer? 
A.—No I don’t. I say when they get 
dissatisfied with me, when my con- 
duct is so that I am not capable of 
holding the position, they won’t have 
to go to Court with it. 

Q.—Will you consent to a clause be- 
ing added to this contract that when 
the directors ask you for your resig- 
nation, you will give it? A.—No. 

Q.—Why do you make such a state- 
ment? A.—Well, I may say 1t 1s— 

Q.—Without prejudice? A.—Yes. 

Q.—Not to be acted on? A.—Yes. 

Q.—What would they have to say if 
you were not in that humor when they 
approached you? A.—They would 
have to go to Court if I thought it 
was any underhanded work. 

Q.—But if they were dissatisfied? 
A.—They would have to show me the 
dissatisfaction, prove it to me reason- 
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ably, they would not have to go to 
Court. 

(¥.—If you insisted you could com- 
pel them to prove some wrongful act? 
A.—I certainly could. 

Q.—Or some incompetency on your 
part, in court? A.—I will tell you 
‘ why I had that putin. The organizer 
of a company will work it up to a 
certain pitch and then some friend 
comes in and wants to be Manager 
of it at a great big salary after you 
have done all the hard work. 


Q.—The idea is that when a man 
starts out to incorporate a company 
he incorporates it generally for the 
purpose of getting a position him- 
self, does he not? A.—Well, as a 
rule, yes. 

Q.—And having succeeded in incor- 
porating it, he wants to make that 
position secure? A.—That is right. 
_ Q.—And that is what you were try- 
ing to do under this contract. I 
would dislike having to construe this 
part as to proving it in open court 
and I do not see how that got into 
the contract. 


MR. KENT: Could you be dismissed 
for anything short of murder, under 
that contract? A.—That would be 
for the Judge to say, I suppose, or 
the Court. 

Q.—In your own opinion? A.—In 
my own opinion, oh yes. 

Q.—What crime short of murder? 
A.—Supposing I was to drink or was 
not to conduct myself properly. 

Q.—Then if you became a drunk- 
ard that would be sufficient? A.— 
Yes. 

MR. TILLEY: That fact would have 
to be proved in Court before you 
would be a drunkard. A.—Well, that 
would not be hard if I was a drun- 
kard. 

Q.—I do not know. After the five 
year period what happens? A.—I 
don’t know. 


Q.—Does the contract cease? A.— 
Yes. 

Q.—Does your engagement cease? 
A.—Well, they have a right to renew 
it, of course. 

Q.—Supposing the company does 
not care to renew it? A.—Well, I am 
out. 

Q.—Do you get the dollar a thous- 
and? A.—Yes.~ 

Q.—Then you have a clause here 
that hag been in at least one other 


contract, which stipulates that it 


must be brought before the share- 
holders. That is to say, not satisfied 


with making the company prove it in © 


Court, you still have the right to go 
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to the shareholders. A.—The privi- 

lege, yes because they elected me. 
Q.—Oh no, I do. not think I would 

give any reason for that, Mr. Ostrum. 


The shareholders may be an entirely 
different body. A.—Yes. 


Q.—Now you have a provision in 
your charter whereby both the share- 
holders and the policyholders vote. A. 
—Yes. 

Q.—And they can both vote by 
proxy. A.—Yes. ; 

Q.—Have you-any proxies? A.— 
Yes. 

Q.—What proxies have you? A.— 
If Mr. Van Sickle will bring me the 
proxies. 

MR. LANGMUIR: Where is your 
office Mr. Ostrom? A.—In the Queen 
City Chambers, Sir. 

MR. TILLEY: Is this the form 
of proxy you use? A.—Yes. 

Q.—Have you a blank form that 
you could let me have? A.—I think 
they are in the by-laws, the same 
form. 

Q.—I would like to put in a blank 
form. (Filed as Exhibit 412.) Are 
these proxies I am looking at now, 
proxies by policyholders or sharehold- 
ers? A.—Shareholders. 

Q.—Have you any proxies from 
policyholders? A.—No. 

Q.—Have you ever attempted to 
get any? A.—No. 

Q.—When did you get these prox- 
ies from shareholders? A.—They 
come in at all times. 


Q.—I see you have some here where 
your name is printed in and others 
where the name is written in. A.— 
Yes. 

Q.—Did you get a proxy when you 
were selling the stock? A.—No. 

Q.—Why did you want a proxy as 
early as 17th July. 1905, or 24th 
June, 1905? A.—As far as I remem- 
ber there was a meeting of the pro- 
visional directors. 


Q.—A meeting of provisional direc- 
tors would not require proxies from 
shareholders? A.—Well, I don’t know 
why. 

Q.—Or March, 1905? A.—Some- 
times the agents got them when they 
were out. 

Q.—The most of these are to you 
personally. Do you know how many 
you have in your own name? A.—No 
never counted them. Never used 
them. 

Q.—I suppose there has been no 
occasion yet when you would require 
to use them. A.—No. Well, I might 
have used them at any meeting if I 


had wished. 
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Q.—But there was no occasion? No 
vote? A.—No. 


Q.—During the currency of that 
agreement have you been devoting 
your time to anything else? A.—No. 

Q.—Not to the Monarch Bank? A. 
—Only except directors’ meeting after 
five o’clock. 

Q.—Do you get any remuneration? 
AY No: 

Q.—Are you organizing the Mon- 
arch Bank yourself, are you promot- 
ing it? A.—My name stands that is 
a 

Q.—You are the promoter of it? 
A.—My name stands. There is a 
man looking after it. / 

Q.—A man engaged by you? A.— 
By the Bank, not by me. 

Q.—Do you get paid commission on 
stock sold of the Monarch Bank? A. 
—Yes, I certainly do. 

Q.—And a salary? A.—No salary. 

Q.—No salary in connection with 
the Monarch Bank? A.—No. 

Q.—Do you think that that is in 
accord with your agreement whereby 
your whole time and attention is to be 
given to the Monarch Life for the 
salary you are to draw? A.—Yes, 
I give all the time and attention to 
the Monarch Life until from eight 
o’clock until six and seven and twelve 
o’clock at night. I give more than 
my regular time. ‘Twice it. 

Q.—Besides the commission and 
salary you have told us about, did you 
not get some additsonal commission ? 
A.—I got 50 cents a share on some. 
I think this is the contract; $150 a 
month and $5 a share on all business 
I procured personally. And 50 cents 
a share on all that agents procured. 

Q.—So that when the $150 a month 
was paid to you, you got a commis-- 
sion of $5 a share ow your own stock? 
mets sold. it; 

Q.—On your own stock that you 
sold? A.—Yes. 

Q.—And you got 50 cents a share 
on all stocks sold by other agents? 
A.—Yes. 

Q.—Why were you paid 50 cents a 
share on stock sold by other agents? 
A.-—I guess the directors didn’t think 
$150 a month was sufficient. And if 
the business did not come in I told 
them I did not want any more 
money. If it did I wanted an in- 
crease, and they took that way of do- 
ing it. It was an incentive to get 
more shares. 

Q.—Were these provisional direc- 
tors all friends of yours? A.—No, 
I never met them until I came here. 
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Q.—Never met them till you had 
them associated with you? A.—No. 


Q.—Did they take much interest 
in the affairs of the company? A.— 
They did. 

Q.—Before the license was taken 
out? A.—Oh yes. : 

Q.—Are they continuing as di- 
rectors, all of them? A.—No, they 
are not all continuing. Three of 
them are out. y 

Q.—What three? A.—William 
Scott, Principal of the Normal School, 
was a provisional director. The Hon. 
James Cochrane died. 

Q.—Then you put in a statement 
to the Department, setting out the 
cash receipts and payments, as _ re- 
quired by the Department? A.—Yes. 
(Filed as Exhibit 413.) os 

Q.—That indicated the condition of 
the company as at the 3lst May, 
1906? A.—Yes. 

Q.—At that time the amount paid 
on capital stock was $67,180. And 
the amount paid by way of premium 
on capital stock was $90,251.36. At 
what premium was the stock issued? 
A.—$25 a share. 

Q.—And under the — subscription 
form what was payable on the stock 
and premium? A.—When the sub- 
scriber gave the application there was 
$5 paid on stock and $10 on premium, 
and two months thereafter $5 on stock 
and $10 on premium, and twelve 
months $5 on premium. 

Q.—So that the result was that at 
the end of the year there was 10 per 
cent. paid on the stock itself and $25 
by way of premium on each share? 
A.—If they all paid up, yes. 

Q:—That is you had $2.50 -of pre- 
mium in the company for every $1 
of capital? A.—Yes, the reserve. 

Q.—Why did you issue it at that 
high premium? A.—To create a re- 
serve and to prevent impairment of 
the capjtal stock. 

Q.—And provide money for organ- 
izationP A.—Yes. 

Q.—When you received the money 
into the treasury did you credit it 
just in the way in which it was paid? 
A.—Yes. Not at first, we didn’t; we 
did after. 

Q.—What different way of crediting 


it did you use at first? A.—Well, 
it went all into one account. We 
kept it separate in our books but it 
into the bank in one account, We 


kept it separate in our cash _ book. 
And then we kept a stock account and 
premium account in the bank after we 
got our regular Board. 
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Q.—Did you not use the money 
first to pay the 10 per cent. on the 
stock P A.—No. 


Q.—And justify the balance on the 
premium? A.—No. 


Q.—Take some of your directors; 
here is a director who has 50 shares 
and his stock was paid, that is the 
10 per cent., $500? #A.—He had paid 
$10 on the stock and $10 on the pre- 
mium. He made a special request. 


Q.—Was that in accord with Mr. 
Brunet’s subscription form? A.— 
No, he paid up all on his stock and 
$500 on the premium. He paid more 
than was due at that time. He only 
really had to pay $750, but he paid 
$1,000 at that time. 


Q.—In order to pay up his stock? 
A.—Yes. 


Q.—He still had time within which 
to pay the premium? A.—Yes. 


Q.—The Charter provides that the 
directors must have 10 per cent. paid 
on stock.— Had Dr. Perfect paid his 
10 per cent. on stuck? A.—Yes. 


Q.—Where is your stock ledger? A. 
—Mr. VanSickle will show you that. 


Q.—Here is the Statement you sent 
into the Department. Dr. Perfect 
50 shares, nothing paid? A.—That 
Statement is correct. 

Q.—The sworn Statement to the 
Department is right? A.—Yes. 

Q.—So that there was nothing paid 
by Dr. Perfect on the shares at the 
time he was appointed and acting as 
a Director. Is anything paid since? 


MR. VANSICKLE: Yes, July 28rd, 
he paid $500. 

MR. TILLEY: Dr. William Rodg- 
ers, has he paid? A.—No. 

Q.—He is on the Board? A.— 
Yes, he was elected on the Board on 
the 21st March and no one has taken 
any objection. . 

Q.—Was he ‘elected in the place 
of any other director? A.—No, we 
have 25 directors. 

Q.—And he is one of the 25? A.— 
Yes. 

Q.—Has Mr. Andrew Carruthers 
paid? A.—I think he had not paid 
any at that time. I think he has 
$250 on stock. I am not sure. 

Q.—So that that clause in the Act 
of Incorporation does not seem to 
have been regarded? A.—Well, it 
was regarded by me. The under- 
standing when those gentlemen were 
elected was, that they were to qualify 
at once. 

Q.—Have you called upon them to 
qualify since? A.—Yes, several times. 
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Q.—And have they refused to do 
so? A.—No, they don’t refuse, don’t 
say anything. 

Q.—So that your. total cash _ re- 
ceipts amounted to $162,114.35, up to 
May, 1906 ( How much did it cost 
the Company to get in that money? 
A.—It cost them $8.50 a share. 

Q.—Tell me in a lump sum what it 
cost the Company to get in $162,114.- 
385 of cash? A.—Mr. Van Sickle will 
give the amount. 

Q.—Your book-keeper says that the 
cost of getting in that $162,000 was 
$59,299, but I think it was more than 
that. At any rate put it in the 
neighbourhood of $60,000 to get in 
$162,000. A.—No. The getting sub- 
scribed nearly a million. 

Q.—I am regarding the cash you 
received; you took in $162,000 and 
you paid out $60,000 of it, leaving 
about $100,000 in the treasury, that 
is to get the $100,000 in the treasury, 
$60,000 has been taken in addition 
from the shareholders. A.—To get 
$900,000 worth of stock subscribed it 
has cost that $60,000. 

Q.—Yes, there has been some sub- 
scribed stock besides. A.—That means 
that the company has_ stock  sub- 
scribed to the amount of $900,000 
nearly a million, for that cost. 

Q.—That is about 40 per cent. of 
the cash you got in. A.—Well, if 
you count the cash we got in. 

Q.—It is about 8 or 9 per cent. 
A.—KHight and a half per cent of the 
amount subscribed. 

Q.—And about 40 per cent. of the 
actual cash received was paid out in 
expenses. A.—Yes. 

Q.—How much of this $60,000 did 
Mr. Ostrum get up to the 3lst of 
May? A.—Just what my commissions 


Q.—Commissions and salary. A.—- 
Whatever my contract called for. I 
think about $18,000: 

Q.—Oh no, you are too modest. A 
—How much is it, Mr. Van Sickle? 
Two years work I know. It may be 
$36,000; I.don’t know . I wish it 
was. 

MR. VANSICKLE: — $20,000. 

MR. TILLEY: How do you make 
that up? 

MR. VANSICKLE: Commissions, 
$14,896. : 
MR. TILLEY: Does that include 
the $7,000 commission on _ his $140, 

000? A.—I did not take that. 

Q.—You took that for a time. I 
just want to know if it is counted. 
ALA NG: 

Q.—That is when you first took the 
allotment of $50,000 of stock for your 
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copyrights, you charged the company 
$7,000 commission for ~ selling that 
stock to you, that is what you did at 
first? A.—Well, the accountant put 
it through the books that way. 

Q.—And it was kept_in the books 
that way, notwithstanding the matter 
being discussed several times, was it 
not? A.—No, I objected to that 
strongly and I moved a resolution to 
remove it and return it back to the 
company. 

Q.—The commissions would amount 
to about $16,000, and then the salary, 
how much, Mr. Vansickle? 

MR. VANSICKLE: $5,791.67. 

MR. TILLEY: Any other items? 
There is a credit to him ‘“‘re George 
Stevenson”’ of $1,152.02. A.—I will 
explain that to you. 

Q.—Yes? A.—Mr. Stevenson owed 
a lot of liabilities and the company 
was liable for them. - 

Q.—The Monarch Life? A.—Yes. 

Q.—Why? A.—Under its contract. 
They were going to sue us any way 
and the directors decided that as I 
offered him for any commissions that 
were coming to him, I would pay off 
his liabilities and take his commis- 
sions, which I did. 

Q.—You paid his liabilities? A.— 
Yes. 

Q.—Tell me what those were? A.— 
About $700 or $800. 

Q.—lLiabilities to whom? A 
Printing, rent. 

_ Q.—Printing of what? A.—Print- 

ing prospectuses ; advertising in -news- 

papers in Toronto and Montreal; they 

were pretty heavy. Rent,  steno- 

Erp Der, light, etc. Such things as 
at. 


Q.—Those would be paid and 
charged to you, would they? A.— 
Charged to me, yes. 

Q.—Charged to you in the books? 
A.—Oh no, I paid that right to him. 

Q.—Where have you any account 
showing what you paid? A.—I don’t 
know, but I paid Stevenson myself 
and then the commissions went to 
me. The company did not pay this. 

Q.—The company did not pay this 
claim at all? A.—wNo. 

Q.—And then you got $1,102. of 
Stevenson’s commissions and paid out 
how much? A.—I cannot remember 
but I think it was about $700 or 
$800. 

Q.—Can you produce any receipts? 
A.—No, I don’t think I can. It is 
two years ago. 

Q.—Did you get any receipts? A. 
—I think I have. The thing was 
wound up and [I don’t know whether 
I kept them or not. 
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Q.—But you are a man of accurate 
habits, a bank promoter, a banker 
would keep them all. A.—I know, 
but I couldn’t lay my hands on them 
just now. It would take me a few 
days to think where they are. 

Q.—Can Mr. VanSickle tell you 
anything about the payment of them? 
A.—Yes, the whole thing is on the 
books there. Stevenson’s account. 
But he could not tell me anything to 
do with the company at all. I paid 
Stevenson’s liabilities myself. 

Q.—That was before Mr. Van- 
Sickle’s day, he says. Then all the 
information we can get now is that 
the claims were some $700 or $800? 
A.—Yes, that is all from memory. 

Q.—Adding those amounts together, 
the $23,708.37 for commissions; $5,- 
333 for salary, which is different some- 
what from Mr. VanSickle’s amount, 
probably because the last month was 
paid to you in advance; and $1,152.- 
02 for the Stevenson items and $110.- 
15 for travelling expenses, makes 
$30,303.87 or one-half of the $60,000 
paid out for organization. Included 
in that of course is the $7,000 which 
you. afterwards reversed, bringing it 
down to about $23,000 that you re- 
ceived out of that money in two years. 
Is that right? A.—That is richt. 

Q.—That is rathcr an expensive way 
of carrying on business for a company 
just starting, before it has got its 
license even? A.—No, you see we 
employed no help whatever, I was 
doing all the work myself. 

Q.—There was no room for much 
help if you got $23,000? A.—Well, 
the number of shares I sold would 
not be $5 a share. 

Q.—Did you employ agents to sell 
those shares? A.—Not any that I 
sold myself. Any that came to me 
I sold myself. 


Q.—All this commission item was 
ee stock you sold personallyP A.— 

es. 

Q.—And you did not disburse any 
of it ‘at all? A.—No, except my 
travelling expenses. 

Q.—The travelling ‘expenses were 
paid by the company? A.—Not when 
I was selling stock. 

Q.—A very large item appears every 
month for your travelling expenses, 
not included in this statement at all? 
A.—When I went specially on the 
company’s business, but not at that 
time, 

Q.—Tell me what business the com- 
pany had at that time that you could 
go on except selling stock? A:-— 
They were organizing all over the 
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Dominion. We are organized now 
except in two provinces. We were 
getting agents. 


Q.—Did you not sell stock when you 
were doing that? A.—I have not 
sold any stock for the last 7 or 8 
months. I have been organizing the 
insurance fields for the company. 


Q.—But I am referring to expendi- 
ture before that time; there were ex- 
penditures all along? A.—I don’t 
think you will find anything but a 
very few items, when I have gone 
through Montreal or Halifax to get a 
director or something. 


Q.—How much have you taken out 
in actual cash of that amount? A. 
—I don’t know. How much did I 
have altogether, did you say? 


Q.—$23,000? A.—Well, I took 
$13,000 out and left $10,000 in, for 
expenses, 

Q.—How do you figure that out? 
A.—Because I have paid $10,000 on 
my stock. 

Q.—How much stock have you? A. 
—600 shares subscribed for. 

Q.—Is that all the stock you have 
got? A.—No, I have more allotted 
to me under the copyrights, 1,400 
shares. 

Q.—How much stock have you al- 
together? A.—That would be 2,000 
shares. 

Q.—How much is paid on it? A. 
10 per cent. is paid on the stock on 
the $600 and nothing paid on the 
premium yet. 10 per cent. is paid 
on the stock of the 1,400 and 25 on 
the premium. 

Q.—You owe the premium on that 
stock? |A.—On the 600 shares? 

Q.—Why is it not paid? A.— 
When I subscribed for it it was done 
to assist the company. We wanted 
to make up a certain number of 
shares and I intended to sell it, I had 
made an agreement with the Provi- 
sional Board that when the stock was 
sold the premium would be paid. 

Q.—And in the meantime it will 
not be paid? A.—Well, just as soon 
as. \sell sit: In the meantime it 
will not be paid until I sell the stock. 

Q.—So that you have credited $10,- 
000 of your cash for commissions, and 
salary, and so on, on your stock, but 
you have not paid the premium on 
your stock? A.—I think it is $11,- 
000. I paid some of the premium. 

Q.—I am taking it in round num- 
bers? A.—How much premium have 
I paid on the stock, Mr. Vansickle. 

MR. VANSICKLE: $6,000 was ap- 
plied on stock and $4,000 on premium. 
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MR. TILLEY: Whereas your pre- 
imum should amount to $15,000, $11,- 
000 still owing on premium? <A.— 
Yes. 

Q.—And that 1,400 shares, where 
did that come from? A.—Sale of 
copyrights. 

Q.—Under the resolution that you 
have in the minutes this year, 1906? 
A.—And they have been in the min- 
utes from the beginning of the com- 
pany. 

Q.—They have been in and out? A. 
—-There was a stock certificate issued 
from the first Annual Meeting. _ 

Q.—These are your stock certifi- 
cate books? A.—Yes. 

Q.—Who has charge of them? A. 
—The Secretary. 

Q.—Who is the Secretary? iV 
Mrs. Fife is Secretary and Treasurer. 

Q.—Is Mrs. Fife a shareholder in 
the company? A.—Yes. 

Q.—How many shares? A.—200. 

Q.—Has she paid anything on them? 
A _You 

Q.—How much? A.—What has 
she paid, Mr. VanSickle? ; 

MR. VANSICKLE: Mrs. Fife has 
200 shares and has paid $2,000 on 
stock and $1,500 on premium. 

MR. TILLEY: Was that paid by 
Mrs. Fife or is that a payment of 
yours, Mr. Ostrom? A.—By Mrs. 
Fife. 

Q.—Is that stock held for you in 
any way? A.—No. 

ee we to do with you? A. 
—No. 

Q.—Then you issued a certificate 
to yourself for 400 shares which was 
numbered 2, Mrs. Fife getting num- 
ber 1 for 100 shares. Is that right? 
A.—Yes. 

Q.—Then will you tell me what 
these certificates that are left blank 
here mean? A.—Agents want to 
take them out to show the prospec- 
tive shareholders. 

Q.—What they will get for their 
money? <A.—Yes, 

Q.—Show the seal and so on? A. 
—Yes. 

Q.—And then when an agent wants 
a form of certificate to show to the 
purchaser of shares the fancy docu- 
ment he gets, you tear one out of the 
certificate book and hand it to him? 
A.—As a rule. 

Q.—Nothing is put here to show 
what became of it and what use was 
made of it, just torn out and handed 
to himP A.—I don’t know. They 
got their orders to mark where they 
have gone to. 
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Q.—Who gets the orders? A.—The 
accountant gets orders or whoever is 
in charge of the office, and gives them 
out. 

Q.—From your position as a bank- 
er, you would say that is a rather 
rough and ready way of keeping a 
stock certificate book, would you not, 
Mr. Ostrom? <A.—Well, I certainly 
would. 

Q.—You would condemn this, if you 
knew of it? A.—I certainly would. 

Rees you know of it before? A. 
NO: 

Q.—Then, of course, you probably 
cannot be held responsible for that. 
Then on June dth, 1906 you issued 
some stock to yourself. A.—Yes. 

Q.—I suppose you made out those 
certificates yourself? A.—No. 

Q.—You gave instructions for them 
to be made outP A.—Yes. 

Q.—And you went back to certifi- 
cate book, No. 1, although you had 
gpened up certificate book, No. 2. A. 
—Yes. 

Q.—Can you tell me why that was 
done? A.—I don’t know. 

Q.—You issued then 50 certificates 
for 10 shares each, numbered 26 to 
75; and 76 to 95, that is 20 certifi- 
cates for 20 shares each. How many 
shares would that be? A.—That gets 
it up pretty nearly to the 1,400. 

@.—Another 900 shares. Then ‘you 
went from that book into the middle 
of the other certificate book to issue 
the balance. Do you know why that 
was done? A.—No 

Q.—Some vnerson must have had 
instructions to jump around this way. 
A.—Not from me. 


Q.—You go then to the certificate 
book No. 2 and you pass over— A.— 
This was used up, wasn’t that the 
reason? 

Q:—You pass over certificates com- 
mencing with No. 165, right over to 
175 and then issue the balance of your 
1,400 shares in certificates 175 to 184, 
that is 10 for 50 shares Sach. That 
would be the other 500 shares, mak- 
ing 1,400 shares in all. Can you tell 
me why that was? A.—wNo, I don’t 
know anything about it. 

Q.—It must’ have been done under 
your instructions? A.—No. 

Q.—No book-keeper or accountant 
would issue those certificates in that 
way. A.—He had no orders from me. 

Q.—Was he able to surmize what 
you would want so readilv? A.—No, 
he had no special orders, I just asked 
him to write out the certificates, that 
is all he ever got from me. 

Q.—Were those eertificates signed 
by Mr. Gordon? A.—Some of them 
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and some of them by the Vice Presi- 
dent. 

Q.—Will you let me see them? A. 
—I don’t know whether I have my 
own here or not. 

Q.—You produced certificates from 
No. 85, 26 to 75 do not seem to be 
here at all. Those would be the cer- 
tificates for the 10 shares. What 
became of those? A.—Well, I didn’t 
bring any more down. 

Q.—I asked you for all. Have you 
got the others? A.—I haven’t them 
with me. 

Q.—Where are they? A.—In the 
vaults. 

Q.—Are they endorsed? A.—No. 

Q.—Have they been transferred? 
A.—No. 

Q.—Have you agreed to hold them 
for any person else? A.—No. 

Q.—You had a law suit with Mr. 
Mackenzie? A.—Yes. 

Q.—Why did Mr. Mackenzie sue 
you? A.—Well, at the outset of the 
company, Mr. Stevenson, the man who 
was broker for the company, at that 
time was going to have the company 
financed without calling on the share- 
holders. He said if I would give him 
an interest in the copyrights. 

Q.—Give Stevenson an interest in 
the copyrights. A.—Yes, he said that 
he would arrange with the late T. 
P. Copy to finance the company, or a 
bank. So that we would not have to 
use any of the subscribers’ money. 

Q.—Going to use borrowed money 
for the purpose? A.—Yes. He was 
never able to raise the money, al- 
though I gave him an agreement to 
show Mr. Copy; and foolishly I did- 
n’t have it returned; he never was 
able to raise the money and it was 
canceled by verbal cancellation. 


Q.—That is your agreement with 
Mr. Stevenson. A.—Yes, but he 
transferred that agreement to Ewan 


_ Mackenzie for some money he owed 


him. $2,500, as security, and Ewan 
Mackenzie sued the company and my- 
self. 

Q.—What did he sue you for? A. 
—For $6,000. 

Q.—As the value of.the interest in 
the copyrights? A.—Yes: 

Q.—What interest did you give 
Stevenson in the copyrights. A.—One 
quarter. 

Q.—And he sued you for $6,000, and 
how did you _ settle? A.—It was 
settled for $2,500 and paying the 


costs. 

Q.—$2,500 in cash? A.—In my 
stock. 

Q.—You gave him $2,500 of your 
stock? A.—Yes. 


& 
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Q.—Paid up stock? A.—yYes, well, 
to that value, you know. 

Q.—That was partly paid stock to 
the value of $2,500 paid. A.—Yes. 
aes his quarter interest? A.— 

es. 

Q.—That would make the whole 
copyrights worth $10,000 stock on the 
same basis, if he had a quarter inter- 
est? A.—Yes. I don’t know whether 
it was one quarter now. I will look 
at the »apers. Here is the agreement 
with Stevenson and here is the set- 
tlement with Mr. Mackenzie. 

Q.—These are both agreements 
with Stevenson and Mackenzie, and 
on the 7th March, 1904 you find a 
document dated that day transfer- 
ring to Stevenson, in consideration of 
$1 an undivided one quarter interest 
in interim copyrights for the Domin- 
ion of Canada for six certain forms 
of insurance plans. I suppose those 
are all the plans of insurance that 
you have copyrighted. A.—At that 
time. 

Q.—‘‘And also one quarter of the 
profits realised by me from any sale of 
such copyrights.’’ Under that docu- 
ment Stevenson became entitled to a 
quarter interest of any profits you 
would get on a sale of those copy- 
rights. Then, by a document dated 
the 2nd March, 1905, Stevenson as- 
signed his interest in the copyrights 
to Ewan Mackenzie. A.—Yes. 

Q.—And you gave to MacKenzie 
$2,500 of paid up stock as his share. 
A.—Yes, my own stock. 

Q.—What stock did you give him? 
A.—I gave him the company’s stock 
which comes out of my allotment. 

Q.—When was the settlement reach- 
ed with Mr. Mackenzie. A.—Does- 
n’t that show there? 

Q.—No. A.—It was some time in 
February, I think, of this year. 

Q.—When was the stock delivered 


to Mr. Mackenzie? A.—Some time in | 


February. 

Q.—Will you show me from the 
book what certificates he got. A.— 
Is it in here, Mr. VanSickle? 

Q.—Where did Mr. Mackenzie’s 
certificates some from? A.—It was 
my own stock. 

Q.—Were certificates issued to him? 
A.—Well, I don’t know anything 
about that. 

Q.—You ought to know. A.—I 
agreed to give him a transfer’ of 
$2,500 of my shares to him. They 
have never been transferred on 
account of the Board of Directors not 
meeting. 

Q.—They have not been transferred 
yet? A.—No. 
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Q.—Then the stock still stands in 
your name? A.—Yes. 

Q.—So in February you made a 
settlement with Mr. Mackenzie, 
whereby you were to transfer to him 
$2,500 of my shares to him. They 

Q.—And it has not been transfer- 
red yet. Then, I would like to get 
the balance of these _ certificates. 
These certificates that you do produce 
are signed by the Vice President and 
not by the President. Do you know 
how that happened. A.—I have not 
got them all issued yet. 

Q.—I.thought you told me you had. 
A.—No, they are not all signed. 

Q.—By whom? A.—By the Pre- 
sident or by the Vice-President. 

Q.—Then the ones you have down 
at your office are not signed? A. 
—Some are signed and some are not. 

Q.—How much remains to be sign- 
ed? A.—I don’t know. I could tell 
you that after dinner. 

Q.—You cannot tell me now?’ A. 
—No, I cannot from memory. 

Q.—Is that why you left them at 
your office? A.—Well, I didn’t think 
you wanted them. 

Q.—Why did you bring part and 
not all? A.—I didn’t think you 
wanted them and I thought these 
would be sufficient. 

Q.—We will take both answers and 
probably we will be able to make a 
choice of them. Why did you have 
Mr. Graham sign these and not the 
President? A.—Well, the reason 1s 
Mr. Graham always signs in the ab- 
sence of the President for everything. 

Q.—Was the President away? A. 
—Yes, he was away all the time. 

Q.—You had certificates in the cer- 
tificate book signed by the President? 
A.—Yes, when he comes down we have 
him sign them. 

Q.—He signs them in blank? A. 
—Sometimes. 

Q.—And keeps you supplied—why 
didn’t youe use those? A.—I used 
them for other people. I wouldn’t 
have any of mine made out where 
he signs in blank. It would not 
be right. There is too many; 
he would be having’ too much 
responsibility. I wouldn’t like him 
to sign them without he knew what 
he was signing. I wouldn’t let them 
go unless I knew they were right. 

Q.—Did you ever ask Mr. Gordon 
to sign your certificates? A.—Yes. 

Q.—When? A.—He has signed 
some. He signed them before he 
went out to Winnipeg. 

Q.—And has he signed any since? 
A.—Well, I don’t know. 
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Q.—Did he refuse to sign others? 
A.—No. 

Q.—Why didn’t he sign allP A. 
—Well, I had personal reasons. 

Q.—Tell me what reasons you had? 
A.—Because I wanted to transfer 
them. 

Q.—To whom? A.—I wanted to 
sell some of the stock and transfer it. 

Q.—Are these certificates that are 
not here issued in your name and 
your name filled in? A.—I am not 
sure, I will have to bring them in. 

Q.—We will have to leave that; 
in the meantime we will keep these 
we have and get the others after- 
wards. That question of issuing stock 
for the copyrights came up at the 
very first meeting of the directors, 
did it not? A.—Yes, on December 
7th, 1904. 

Q.—Away back in 1904, the 16th 
March, 1904; and the formal ‘agree- 
ment was then submitted to the Com- 
mittee that was organizing the com- 
pany? A.—yYes, that was right from 
the outset. 

Q.—You were endeavoring to have 
that put in as binding a shape as 


possible? A.—No, they were bind- 
ing me just as much. They put it in 
trustees. 


Q.—Afraid they might not be able 
to get the copyright for $50,000? A. 
—They seemed like that. 


Q.—Who was nervous on that point? 
A.—I don’t know. I was not a bit 
nervous. 

Q.—No, I don’t think you were ner- 
vous about it, you knew they would 
get them? A.—Well, I had other 
offers for them, there were two bid- 
ding for them at the same time. 

Q.—Did the Insurance Department 
ever take any objection to the issue 
of paid up stock for those copyrights? 
A.—No, not to my knowledge. 

Q.—I think there is a minute to 
that effect. Where is the entry where 
that issue of stock was first cancel- 
led? A.—7th December, 1904, there 
is a minute there. 

Q.—This resolution appears at the 
296th meeting of the Executive Com- 
mittee held on August 23rd, 1905. 
‘(Whereas the copyrights purchased 
by the company from T. Marshall Os- 
trom have elapsed and in their old 
form were not approved by the In- 
surance Department at Ottawa, the 
agreement by the Committee of the 
subscriebrs to the company. .. . 
to purchase same from T. Marshall 
Ostrom and the confirmation of the 
said purchase are thus ren- 
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dered void, and the directors, with 
the consent of T. Marshall Ostrom, 
hereby record the fact.’? What does 
that mean? A.—The interim copy- 
rights. 


Q.—Did the Insurance Department 
make that objection to them? A.— ~~ 
Not that I know of. 


Q.—It says here ‘“‘were not approv- 
ed by the Insurance Department at 
Ottawa?’? A.—The Insurance Depart- 
ment never looked over them. 


_Q.—There must have been some 
sign of disapproval by the Depart- 
ment or that entry could not get in 
your minute book? A.—I_ don’t 
know where it is. We have no let- 
ter. They never disapproved of them; 
they could not. That is 1904, only 
interim copyright, those policies 
lapsed. 

_Q.—Were you not applying for your 
license about August, 1905, or finding 
out what would be required of you? 
A.—We don’t need to; we know what 
it wanted. 

Q.—The preceding resolution reads, 
“‘that the general manager be instruct- 
ed to purchase Winnipeg City bonds’ 
for a certain amount ‘‘for the purpose 
of using these bonds as the Govern- 
ment deposit??? A.—Yes. 

Q.—So that you were then getting 
ready to make your Government de- 
posit and get your license? A.— 
What date is that? 

Q.—August 1905? A.—I_ guess 
those Winnipeg bonds were bargained 
for at that time. We were getting 
ready for two years. 

Q.—What was done at that time? 
Did you actually erase the transac- 
tion whereby the paid up stock was 
supposed to have been issued to you? 
A.—Well, I think under that form 
that was the intention, under the 
interim copyrights. 

Q.—On May 31st, 1905, you issued 
$140,000, of capital stock 1,400 shares 
to yourself. That is shown here can- 
celled, and a line drawn through it. 
“This cancellation has been made ap- 
parently to give effect to the minute 
on directors’ Minute Book, pages 115, 
116; That is the minute I just 
read? A.—That explains itself. 

Q.—Whose writing is that? A.— 
The book-keepers. 

Q.—What book-keeper? 
McKechan. 

Q.—Then you have another allot- 
ment in 1906, January 24th, allot- 
ment of 1,400 shares. You attempt 
to do it over again. A.—I don’t 
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know anything about the book-keep- 
ing in that respect. 

Q.—It-is not a> matter of -book- 
keeping in that respect. 

Q.—It is not a matter of book- 
keeping, there must be some resolu- 
tion for this. Issuing $140,000 of 
stock and again that is all struck 
out, the pen drawn through it. A. 
—Yes, well, I don’t know any- 
thing about that. It is an error of 
the book-keeper’s, I presume. 

Q.—You do not keep the books in 
that way? A.—No, when it comes to 
my attention I don’t have them kept 
in that way, either. 

Q.—That is not proper book-keep- 
ing? A.—No. 

Q. —Just drawing the pen through i° 
and cancelling it that way. A.—No, 
well sometimes the auditors give in- 
structions. 

Q.—Is this your journal? A.— 
Yes. 

Q.—Do you make any of the entries 
here? A.—No. ' 


Q.—In the journal at page 4 there 
is this entry on May 31st ‘‘organiza- 
tion expenses debtor $50,000. TT. M. 
Ostrom, capital account $49,000. T. 
M. Ostrom, General Account, $1,000.’’ 
I suppose that division of the $50,- 
000 was made because $49,000 would 
pay off 10 per cent. on $140,000 of 
stock and the premiums. A.—That 
is right. 

Q. ~ “And then there would be $1,000 
over and you give yourself credit for 
that $1,000 of a balance in your Com- 
mission Account. A.—That is the 
way he has got it there. 

Q.—You say ‘‘he’’ has got it there? 
A.—Yes, the book-keeper. 

Q.—Do you say you did not give 
instructions for that? A.—No. 

JUDGE MACTAVISH: Where 
would the book-keeper get the inform- 
ation? A.—From the minutes. 

Q.—Cannot we get the minutes 
that would give that information to 
the book-keeper? A.—And if there is 
no minute for it —on the 3lst of May 
—I don’t know where he would get 
it; it would be an error, a double 
entry. They often do that; we had a 
green man there, a young fellow from 
the College, he was under instruc- 
tions from one of our auditors who 
was teaching him; he made a lot of 
entries which were wrong and we let 
him go and got a good man. 

Q.—Would that explain the entry 
in question? A.—I think it ought to; 
T can’t tell anything about it; it was 
done without my knowledge. 

Q.—The explanation would be that 
it was done ignorantly. A.—Yes. 
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MR. TILLEY: No authority for 
it, probably. A.—No authority. 

Q@.—Here is a resolution in the 
shareholders’ minute book on the 7th 
December, 1904. This entry is made 
on May 31st, 1905 in your journal. 
Now is that made pursuant to this 
resolution in the shareholders’ min- 
utes of December 7th. A.—I cannot 
tell you the first thing about it. It 
is an error, a mistake, and I don’t 
know anything about it. 

Q.—What is an error, the entry in 
the journal? A.—I don’t know any- 
thing about it. I don’t know why it 
is there. 

Q.—This was to issue to you $49,- 
000 of capital stock. A.—Well, I 
never had it issued. 

Q.—Or that amount paid on capital 
stock? A.—Well, I-never had it. I 
made no request for it. 

Q.—Didn’t you get it issued once 
before? A.—yYes, it was in December, 
though, I think. Let us have .the 
certificates of the first issue. 

Q.—I see the certificats is dated the 
29th December, 1904 and it is num- 
bered 103. The stub shows that No. 
103 is a certificate of 29th December, 
1904, and is that the first time that 
stock was issued. A.—Yes. 

Q.—Then that is the issue of stock 
which you moved to cancel in August, 
1905?: .A.—Yeés: 

Q.—And that resolution to cancel 
that stock was moved by T. Marshall 
Ostrom? A.—Yes. 

Q.—Why did you move it? A.— 
Because there was a dispute about it. 

Q.—What was the dispute? A.— 
They said that notice had not been 
given of the first shareholders’ meet- 
ing on December 7th. 

Q.—Who raised that question? A. 
A.—Mr. Wilson. 

Q.—The counsel of the company. 
A.—Yes. 

Q.—That the meeting was not pro- 
perly called and therefore the con- 
firmation of this stock was not valid? 
A .—yYes. 

Q.—And you said, just as you did 
this morning, if that is not the wish 
of the parties we will wipe it out and 
do it all over again. .A.—That is 
right. 

Q.—So that you wiped it out at 
that date and it passed off the books, 
did it not? A.—It was moved accord- 
ing to the minutes there. I don’t 
remember all the details of it, but 
there was an arrangement’ with the 
directors to take it up at the next 
shareholders’ meeting. It did not 
cancel the deal. 
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Q.—This say that the old _ copy- 
rights had lapsed. That was because 
they were interim certificates. A.— 
Yes, and then I had got the perman- 
ent ones. 

Q.—‘‘The directors, with the con- 
sent of T. Marshall Ostrum, hereby 
record the fact.’?’ So that with your 
consent it was recorded that’ that 


. transaction was void, is that right? | 


A.—Yes. 

Q.—So that this cancellng of that 
item in the stock book was perfectly 
correct and no person’s error? It 
was according to the resolution as it 
is on page 115? A.—That must be 
right. 

Q.—So that the first cancellation is 
correct and not the mistake of some 
stupid book-keeper? A.—I_ don’t 
know anything about that. If it is 
according to the minutes it is cor- 
rect. 

Q.—Whatever is in that minute 
was done with your consent and ap- 
proval? A.—In the minute it was, 
yes. 

Q.—Declaring the transaction void, 
that was with your approval. This 
afternoon will you bring the draft of 
the agreement with yourself as Man- 
ager, which was put in as an exhibit 
this morning, so that we can see the 
original draft. A.—I think Mr. Wil- 
son has that. 

Q.—Will you make a search amongst 
your ‘papers; I see Mr. Wilson’s 
name is not on the back of that docu- 
- ment, so that there must have been 
some other document probably pre- 
pared by Mr. Wilson, which you may 
have, ‘and if you will bring it, please, 
and the other stock certificates. 


(Adjourned to 2.15 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 4th, 
1906. 

Examination of T. Marshall Ostrom 
continued : 

MR. TILLEY: Q.—The transaction 
regarding the issue of that $140,000 
of stock having been expunged with 
your consent what was the next step 
that was taken about that stock? A. 
—It was cancelled, it was understood 
then that when the permanent copy- 
rights were obtained— 

Q.—It was utderstood then that 
when the permanent copyrights were 
obtained? A.—Yes, they had been 
obtained— 

Q.—Why was not the transaction 
put through then? A.—Owing I 
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think to the want of a directors’ meet- 
ing or something— 

_ Q.—At any rate the matter stood 
in that position? A.—Yes. 


_Q.—You got the permanent copy- 
rights and have you them here? A. 
—I have the receipts for them. 


_Q.—Where are the permanent copy- 
rights? A.—In Ottawa. 


Q.—Why are they there? 
only took receipts for them. 

Q.—The copyright stands in your 
name yet? A.—The trustees hold it, 
or at least they should hold it. 

Q.—What trustees? A.—I agree 
to transfer them under my copyright, 
I have not done so yet. 

Q.—What trustees should hold 
them? A.—The original trustees ac- 
cording to the minutes. 

Q.—Was that covered by this agree- 
ment—are you referring now to the 
agreement you originally entered in- 
to of the 8th March, 1904? A.—I 
think there were trustees appointed 
then. 

Q.—Do you mean A. W. Holmstead, 
T. H. Graham and William Scott? 
A.—Afterwards Mr. Holmstead was 
asked to resign and Mr. Livingstone 
was appointed in his place. 

Q.—They were trustees. under the 
agreement of the 8th March, 1904, 
which is set out in the minutes? A. 
—Yes. 

Copy of agreement dated 8th March, 
1904, filed as Exhibit 414. 

Q.—Was any agreement actually 
signed in the terms of this draft 
agreement in the minutes? A.—No 
sir. 

Q.—So that the obligation on your 
part was never actually assumed by 
a formal document? A.—What obli- 
gation do you refer to? 

Q.—The obligation to transfer the 
copyrights to these three trustees as 
set out in the agreement? A.—Ac- 
cording to the agreement in the min- 
utes, there was obligation in that way. 

Q.—As it appears in the minutes is 
the only obligation you have assumed? 
A.—At that time. 

Q.—Or since? 
more obligations. 

Q.—What obligation since did you 
assumeP . A.—The contract. 

Q.—Is that the other document you 
handed me this morning? A.—Yes. 

Q.—This is the agreement of the 9th 
March, 1906, you now refer to? A. 
—Yes. 

Q.—Who prepared this agreement? 
A.—tThe solicitor, Mr. Wilson. 


A.—We 


A.—No, after some 
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Agreement between the Monarch 
Life Insurance Company and T. Mar- 
shall Ostrom filed as Fxhibit 4145 

Q.—Was that agreement ratified? 
A.—Yes sir, 

Q.—Under this document you were 
to vest the copyrights in the company 
before you .got your cash or your 
stock—have you done that? A.—I 
have done everything our solicitor 
asked us to do. 

Q.—Have you done that? A.—I 
think they have not all been complet- 
ed for the reason he has not got the 
papers ready. 

Q:—What has been completed? A. 
Everything but getting the copyrights 
and I do not know whether Mr. Wil- 
son has got them from Ottawa or not. 

Q.—Nothing has been done ‘since 
the agreement to carry out the agree- 
ment on your part? A.—Yes, every- 
thing. 

Q.—What has been done towards 
the vesting of the copyrights in the 
company? A.—I put them in a shape 


that they are simply using them to- 


day. 

Q.—The company is using the poli- 
cies which you say are subject to your 
copyright? A.—Yes sir. 

Q.—And that is all that has oc- 
curred? A.—Yes. 

Q.—The copyrights still stand in 
your name? A.—They stand in my 
name if they have never been trans- 
ferred. 

Q.—Explain to the Commission what 
value you attach to copyrights on in- 
surance policies? A.—That would be 
impossible. 

Q.—Why, is the subject so broad? 
A.—Yes. 

Q.—Or so narrow? A.—If I would 
explain it probably you would not 
‘quite understand it. I think if you 
had Mr. Dawson here he could put 
a value on it. A man cannot put a 
value on work of that kind any more 
than you can put a value on legal 
work. 

Q.—I am not asking you to put a 
cash value on it, I am asking you to 
explain to the Commission just what 
rights you think it gives the company? 
A.—I will make it short; I will de- 
monstrate to show what a valuable 
asset they are to the company, where 
the Monarch Life is a young com- 
pany—we received our license 19th 
July, we started doing business under 
our contract, and we wrote $180,000 
in one month, that is $110,000 more 
than any company ever wrote. We 
got that business for 50 per cent. 
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against the old companies getting it 
for 90, they were paying 90 95 and 
some cost them 110; we got all our 
business, and we did not rebate not 
one cent, that is our first month’s 
business. 


Q.—That you did after you had 
been two years getting in shape to 
do that two months’ business? A.— 
Yes; we saved 40 per cent. in com- . 
missions on those plans. 


Q.—Can another company insure 
people in the same way as you are 
insuring them? A.—We are advised 
from our solicitor they cannot, they 
cannot even infringe on it. 


Q.—The same plan of insurance can- 
not be used—is it not just the lan- 
guage of your policy that is copy- 
righted ? A.—The language of the 
policy, you have to have your rights 
to complete that language. 


Q.—Another company so long as it 
does not issue a policy in form simi- 
lar to yours can issue the same kind 
of insurance? A.—2! think that is 
a matter you ought to take up with 
Mr. Wilson. 

Q.—I would like to deal with the 
author? §A.—I am advised by our 
solicitor they cannot, he has given 
that in writing and you have it here. 

Q.—Have you any plan of insurance 
leaving out the wording of your poli- 
cy—that has not been used by other 
companies? A.—AIl. 

Q.—None of your plans have been 
used by other companie&§? A.—No. 

Q.—I thought you would not take 
that position P A.—I say we will 
issue policies of other companies, we 
are not using them. 

Q.—You will issue policies of other 
companies but have not other com- 
panies been insuring people on the 
same plan you are insuring them 
without using the same form of pol- 
icy? A.—Not that I know of, there 
are some similar; there is an insur- 
ance company in the Old Country who 
issues something similar but not the 
same. 

MR. KENT: Q.—If you only pay 
50 per cent. as against 90 per cent. 
generally paid there does not need 
any copyright to save that 40 per 
cent; any company could pay its 
agent 50 per cent. if they would 
choose to take it? A.—I say we have 
no opposition, no competition. All 
the other companies said we would 
not get business under that and now 
why are we getting it? We are writ- 
ing $110,000 more than any other 
company that ever started. - 
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Q.—Can you say your agents can 
get business without any trobule? A. 
—Yes; we will get you a copy of one 
of our agent’s letters. He wrote 
$52,000 in one month and said he 
never was turned down by a single 
individual, and he was up against all 
the other conipanies. He came from 
the Equitable Life and he had been 
twenty-two years in business. 

MR. TILLEY: Q.—He had never 
been working for the other compan- 
les? A.—He is a Canadian born, yes, 
he worked for the Confederation 
Life. 

Q.—Here is the letter written by 
Mr. Wilson you referred to of Sep- 
tember 21st, 1904, addressed to the 
Monarch Life Insurance Company, 
“In reply to the request of your 
Executive Committee,’ ‘etc. (Reads 
letter which was marked as Exhibit 
416.) Practicallly what he tells you I 
think is the policy is useful in so far 
as 1t prevents any person else from 
copying your language in issuing a 
policy in the same form but there is 
nothing in that letter to say they can- 
not issue the same kind of insurance 
ag you are issuing? A.—It is the 
policy, you can get all kinds of insur- 
ance. 

_ Q.—It is just the form of the pol- 
icy? A.—Yes, you can get all kinds 
of books to read. 

Q.—And you think the wording of 
your policy is the thing that is worth 
the $50,000? A.—It is the fairest and 
squarest wording of insurance policy 
that could be gotten out; it is, fair 
to the policyholder and fair to the 
company. 

Q.—That would apply to all but 
yours? A.—I do not know that I 
could issue anything better. 

Q.—Having the matter in that 
shape and off the books again will you 
tell me when it was put on the books 
again, the issue of that $140,000 of 
stock? A.—Our Accountant will 
give you that. 

Q.—Here is a_ resolution passed 
April 12th 1906, apparently by the 
Executive Committee: ‘‘That where- 
as,’’ etc. (Reads resolution referred 
to on folio 156 and 157). Where is 
the resolution that refers it to the 
Committee? A.—In the shareholders’ 
book I think. | 

Q.—That referred to a resolution 
of the shareholders on the 21st March, 
but also to a subsequent resolution of 
the Executive Committee on the 5th 
April, 1906, and here is the resolu- 
tion on page 151 of the Executive 
book, ‘‘That the matter of the agree- 
ment with Mr. Ostrom relating to in- 
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surance plans be referred to the Exe- 
cutive when Hon. Mr. Rogers can be 
present’’—that was referred to the 
Executive Committee to take it up 
with Mr. Rogers, and then on the 
12th April the matter is taken up 
without Mr. Rogers by. the Executive 
Committee? A.—Yes. 

Q.—What authority was there for 
the Executive Committee to act with- 
out Mr. Rogers? A.—I suppose they 
gave their authority and give their 
reasons. 

Minute book of shareholders filed as 
Exhibit 417. 

Minute book of the directors filed 
as Exhibit 418. 

Q.—It was under this last resolu- 
tion of the 12th April that the stock 
was issued to you? A.—The last 
stock. 

Q.—Your right to that stock de- 
pends on this resolution of the 12th 
April, or does it depend on anything 
else? A.—It depends on the whole 
binding contract right through. 

—I want to know? A.—Binding 
from the shareholders up; there is no 
one thing I count on, I count on the 
whole contract. 

Q.—Here the Executive Committee 
are authorized to deal with the mat- 
ter when Mr. Rogers is present, and 
then the Executive Committee deal 
with it on the 12st April without Mr. 
Rogers being there; is that the basis 
you rest your claim to that stock 
upon? A.—No. 

Q.—What is it? A.—That and 
others. : 

Q.—Any other resolution? A.— 
Yes, there is a shareholders  resolu- 
tion there, they confirm that. 

Q.—What date? A.—2l1st March. 

Q.—Why did the Executive Com- 
mittee deal with the matter after the 
shareholders? A.—I do not know 
why they did, that has always puzzled 
me. 

Q.—Were you present at the meet- 
ing? A.—lI was. 

Q.—Did you vote in favor of these 
resolutions? A.—No, I mee do, not 
a thing belonging to myselt. 

OucAt this meeting of the 12th 
April when this matter is dealt with 
Mr. Gordon is present and Mr. Os- 
trom and Mr. Livingstone, and the 
only other person who is represented 
at all is Mr. Graham, and he is called 
up by the nhone, and the minutes are 
read over to him, and yet you have 
Mr. Graham seconding the resolution 
whereby this stock was to be issued 
to you? A.—I do not know anything 
about that. I think he gave his con- 
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sent, I think the resolution was read 
to him. 

Q.—Do you say you read the min- 
utes to Mr. Graham? A.—I do no 
say, the Secretary will probably tell 
you. 

Q.—These five pages of minutes 
were read over to Mr. Graham? A.— 
They often are. / 

Q.—Prior to that, in January, 1906, 
there was another entry in the stock 
book showing the issue of that stock 
to you and that was cancelled, can 
you tell me why that was done? A. 
—I do not know anything about it, 
the book-keeper can tell you. 

MR. VANSICKLE, (The  book- 
keeper): No, I cannot tell anything 
about it. 

MR. TILLEY: Q.—It is entered in 
the stock book and erased? A.—It 
may have been erased according to 
the auditors’ orders. 

Q.—Whose writing is it? A.—It is 
our book-keeper, Mr. Kechnie, the 
same man who wrote this. 

Q.—Was any resolution passed 
after 12th April when this Committee 
purported to deal with these 1,400 
shares? A.—Unless they were in the 
minutes, I do not remember. 

Q.—Do you know of any? A.— 
They would be in the minute book. 

Q.—Do you know of any? A.— 
Since the 12th April, I would have 
to refresh my mind before I could 
speak positively as to that. 

Q.—Do you know of any (To Mr. 
VanSickle) ? 

MR. VANSICKLE: No. 


MR. TILLEY: Q.—That shows 
the authority for the issue of stock 
in June, 1906, have you the other 
stock certificate, you did not have 
this, morning? A.—I cannot find 
them all, I have some. These are can- 
celled ones. Mr. Gordon thought he 
had signed too many. Here is 90 
shares he signed in small lots, he 
thought he had signed too many after 
he came back from Winnipeg and I 
told him he had better cancel it until 
he had time to look it up. 

Q:—How many shares? A.—Ninety 
shares. 

MR. HELLMUTH: At what date 
where they returned from Winnipeg? 

MR. TILLEY: It would be after 
the 10th August this year. 

Q.—Here are two more at the back 
of the stock certificate book, 176 and 
177, were they cancelled in the same 
way? A.—yYes, he had signed, I had 
not signed. 

Q.—These two? A.—Yes. 

ieee you signed the others? A. 
a~Yes, 
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Q.—It would not be very hard for 
you to get your own signature to 
that? A.—When there is a_ cross 
there do you see any? 

Q.—Before it was cancelled would 


there be any trouble in you getting 


your own signature? A.—I do not 
quite understand that. 

Q.—How is it you did not sign these 
two, 176 and 177? .A.—Mr. Gordon 
some times signed in blank. : 

Q.—Take the earliest of these certi- 
ficates, this is certificate number 
in your favor for 400 shares, do those 
shares still stand in your name? A.— 
Yes. 

Q.—And they belong to you? A. 
— Yes. 

Q.—They are the shares upon which 
you have paid the call on the stock? 
A.—Yes. 

Q.—And have not paid the premium 
in fullP A.—That is correct. 

Q.—Those shares are still yours? 
A.—Yes. 

Q.—Are they shown in this book? 
A.—I think so. 

Q.—That is a certificate for 400 
shares dated 9th December? A.— 
Yes. 

Q.—Where are the 200 shares? A. 
—You have it there, the other one I 
have it in the vault. 

Q.—Still some in the vault? A.— 
One or two. of the others are in blank. 

Q.—How many stock certificates 
have you in the vault yet? A.—The 
balance of them excepting one is 100 
shares in the vault, there is $3,500 
paid on that 100 shares. 

Q.—You have one certificate for 100 
shares still in your vault? A.—Yes. 

Q.—Have you any more certificates 
in your vault? A.—Not that are 
filled in. 

Q.—You have some blank certifi- 
cates there? A.—No. 

Q.—Why do you use the expres- 
sion, ‘‘Not that are filled in??? A.— 
I do not know why I used it: 

Q.—Have you any of the blank cer- 
tificates in your vault that are torn 
out of these books? A.—No, I took 
some to Winnipeg. 

Q.—For what purpose? A.—For 
Mr. Gordon to sign on the way up, 
the balance of these ‘certificates. 

Q.—Why, because he had not time 
to sign them here?; A.—That is the 
reason. 


Q.—That he had not time to sign 
his name to a few stock certificates 
you carried them to Winnipeg? A. 
—Yes, to sign them on the way up 
on the train. 
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Q.—Did Mr. Gordon sign them on 
the way up to Winnipeg? A.—Yes, 
and they are still in Winnipeg. 

Q.—What certificates did he sign? 
' A.—He signed the balance of those he 
had here. 


Q.—The balance of the 1,400? A. 
—Yes. 


'Q.—And you left them in Winni- 
peg? A.—Yes. 

Q.—Why did you leave them there? 
A.—The Head Office is going to be 
there. 

Q.—Where did you leave them? A. 
—In the hotel vaults. 

Q.—What hotel? aA.—The C. P. R. 

Hotel. 
- Q.—How many certificates did you 
leave in the C.P.R.? A.— I don’t 
remember, they were all I wanted 
signed in blank, that was without my 
name in. 

Q.—Had they your name in? A. 
—I wanted to sell spocls and transfer 
the stock. 

Q.—And they were signed by Mr. 
Gordon in blank? A.—No, the amount 
was put in but my name was not put 
in, Just the same as the stub shows 
here. 

Q.—You cannot tell me how many 
certificates are in that shape? <A.— 
I could by making those up and tak- 
ing those off it. 

Q.—We will have to have that made 
up? A.—Very well, we will do that. 

Q.—Before Mr. Vansickle takes this 
away, who wrote the word ‘Cancelled’ 
across these certificates that are mark- 
ed cancelled? A.—Mr. Gordon. 

Q.—When? A.—After our return 
from Winnipeg to the office. 

Q.—Why did he do itP A.—He 
said he thought—he was in a hurry— 
and he said he thought he signed 90 
shares too much. I said ‘‘Here, if 
you think you have, cancel those and 
I will look it up, and if not you can 
sign the other certificates.”’ 

Q.—Were you present when Mr. 
Gordon cancelled these? A.—Yes sir, 
J handed them to him myself. Our 
Secretary will verify that. 

Q.—All he wanted to do was to can- 
cel 90 shares? A.—He thought he 


had signed too many, he was not sure., 


Q.—How many too much did he 
think he had signed? A.—90 shares, 

Q.—Did he think he had signed 
the balance of the 1,400? A.—I guess 
he did. 

Q.—Not guess? A.—He must have 
know he had, I do not know what he 
thought, but he knew he signed them. 


Monarch Life. (T. M. Ostrom, Ex’d.) 

Q.—Do not put it that way; I want 
you to tell the truth, because you 
were at the Winnipeg meeting and 
heard Mr. Gordon tell the meeting 
those were not issued, do you think 
Mr. Gordon said that knowing it was 
untrue? A.—No, I think his memory 
failed him. 


Q.—Mr. Gordon did not think he 
had signed any? <A.—He also said 
he had not signed any policies and 
he had signed fifty. 


Q.—Mr. Gordon at the Winnipeg 
meeting did not think he had signed 
any certificates of the 1,400? A. 
—Yes. 

Q.—You were at the meeting and 
heard him say it? A.—Yes. 

Q.—And you did mot contradict 
him? A.—No sir. 

Q.—Although the certificates were 
issued and in your possessionP A.— 
Yes. 

Q.—You had 1,400 shares of stock 
issued to you for these copyrights and 
you sat in the meeting with the other 


. directors and you heard Mr. Gordon 


tell the directors they were not issued 
and you did not contradict him? A. 
Gs: 

Q.—Why did you do that? A.— 
Not to cause any friction between us, 
did not want to contradict him. 

Q.—Who were you afraid of, Mr. 
Gordon or the rest of the directors? 
A.—I was not afraid of any one be- 
cause I did not feel it my place to 
get up and contradict him neither did 
I when he said he had not signed the 
policies and he had signed fifty. 

Q.—Here were certificates that were 
issued to you and you knew that the 
directors were being told they were 
not issued, and you had them in your 


pocket? A.—I did not have them in 
my pocket. 

Q.—Practically had them in your 
possession?  A.—TI did. 


Q.—And the directors do not know 
until this evidence comes out that you 
have these certificates? A.—They 
knew if I could not get them from 
Mr. Gordon TI could get some of the 
other directors to sign them. 

Q.—You could get the Vice-Presi- 
dent to sign them? A.—Yes, any 
of the Vice-Presidents or any two di- 
rectors under the by-laws. 

Q.—Did Mr. Gordon sign certifi- 
cates after your name was filled in? 
A.—yYes, my name was filled in. 

Q.—What I point out to you is Mr. 
Gordon was in the habit of signing 
certificates in blank? A.—Yes. 
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¥Q:—_Did you not use certificates 
signed by him in blank? A.—Not of 
my own. 


Q.—Did he sign them after you 
had made them out? A.—He did not 
put my name in, he might put the 
amount in, the same as the stub. 


Q.—Whose writing is it of the 6th 
June? A.—Mr. Vansickle’s. 
Q.—Mr. Vansickle is here? A.— 
Yes. 

Q.—I point out to you that Mr. 
Gordon apparently, either Mr. Gordon 
or some person else, has marked all 
the certificates of that 1,400 lot as 
cancelled that he signed, all that 
bear his signature have been marked 
cancelled except one which is certifi- 
cate number 175, where was certifi- 
cate 175—the rest are all folded just 
in that way, lengthwise, but this cer- 
tificate 175 has been folded in this 
_shape (folded twice)? A.—TFifty 
shares. 2 ; 

Q.—Yes? A.—That was to be 
transferred to Mr. Denham. 

Q.—Who is Mr. Denham? A.—If 
you look in the minutes he was elec- 
ted a director in Winnipeg. 

Q.—Who transferred it to him? A. 
—I transferred it to him. 

Q.—Did you sell it to him? A.—I 
was to sell it to him. 

Q.—What were you paid-torit? “A: 
—I have not got the money he was to 
ne it: 

_ Q.—What were you to be paid for 
it.P A.—Just what it is ery there 
$1,750. 


ee it is not’ yet paid?’ A.— 

Q.—This fifty represented by certi- 
ficate 175, where was it at the time 
Mr. Gordon cancelled all the rest? A. 
—It was in the vault to be held there 
until 

Q:—In= what vault,’ the  C./P:R. 
vault? A.—No, I brought that one 
back with me. 

Q.—Were all the certificates for the 
1,400 shares cancelled at one time? 
A.—No, the Vice-President signed 
some, I don’t know how many. 

Q.—Where did Mr. Gordon sign 
them? A.—At the office. 

Q.—At the Monarch office? A.— 
Yes, some of them signed in Winni- 

eg. 

D G-Where did the Vice-President 
sign them? A.—At his own office, 
Dovercourt and Queen. 

Q.—You took them out to him; 
when was his signature put on? A. 
—I presume the day they were made 
out, I cannot tell you exactly, on the 
fifth or soon after. 
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Q.—On the fifth June; here is one 
signed by Mr. Gordon on the 5th 
June and another one by Mr. Gordon, 
they are all dated 5th June. 

Q.—That Mr. Gordon signed of 
that 1,400 lot? A.—I guess all the 
1,400 were signed upon the 5th June. 

Q.—Tell me how it is Mr. Graham 
signed part and Mr. Gordon part? 
A.—I cannot tell you only I gave 
orders that when the certificates 
were signed to get them signed in the 
authorized way. 

Q.—Do not ask us to believe that 
the signing of these certificates was 
such a simple matter as that, you 
must have had more conversation 
about it than that you must know 
the circumstances under which they 
were signed? A.—That is all I know 
about it. . 

Q.—Who got them signed? A.—I 
do not know which one went up to 
get them signed. : 

Q.—Did you get some signed, Mr. 
Vansickle? 

MR. VANSICKLE: After I wrote 
out the certificates I remember taking 
them into Mr. Gordon in Mr. Os- 
trom’s office, but I do not know who 
signed them. 

Q.—Who is Mr. Denham you men- 
tioned? A.—He was a friend of Mr. 
Gordon’s. 

Q.—And did Mr. Gordon know that 
that fifty share lot was being trans- 
ferred; to, him? ‘A.— There (swaseqd 
minute of the 9th in Winnipeg 
transferring that to him. 

Q.—Was Mr. Gordon there at that 
meeting of the 9th? A.—Yes, and 
sanctioned it. 

Q.—He then had personal know- 
ledge of the transfer of fifty shares to 
Mr. Denham? A.—Yes. 

Q.—Did he know that that fifty 
shares came out of your 1,400 shares? 
A.—He did. 

Q.—How do you know he did? A. 
—I told him that. 

Q.—When did you tell him that? 
A.—He asked me the question. 

Q.—When? A.—I think it was in 
the office when we were signing them. 

Q:—In the office in Toronto? Ar — 
Yes. 

Q.—You were not then transferring 
to Denham? <A.—No, but we in- 
tended to. 

Q.—You intended to at the time in 
Toronto?: A.—Yes. 

Q.—Do you say Mr. Gordon knew 
you were transferring fifty shares 
out of that 1,400 share lot to Mr. 
Denham when he said _ deliberately 
that the shares were not issued at 
all, do you ask the Commissioners to 
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believe that? A.—I am just telling 


you what he said. 

Q.—Do you still say that? <A.—I 
still say that. 

Q.—Notwithstanding that Mr. Gor- 
don said most emphatically that not 
a share of that 1,400 shares had been 
issued, and he hoped to put through 
a transaction with you whereby you 
got 500 or 600 shares? A.—He did 
not know I had 600 shares. 

Q.—He said Mr. Rogers had sug- 
gested that a fair settlement with 
you would be 500 or 600 shares instead 
of 1,400? A.—Fully paid-up shares. 

Q.—He does not say anything about 
that? A.—He meant that, that that 
would be better. 

Q.—Who had shorthand notes tak- 
en of the meeting in Winnipeg? A. 
—The President. 

Q.=#Who is the President? <A.— 
Mr. Gordon. 

Q.—He gave instructions for it, did 
he? A.—Yes. 


Q.—Why did you go to the trouble 
of having shorthand notes taken of 
that meeting? A.—I do not know, he 
was Chairman and it was under his 
instructions. 


Q.—Here is the question asked by 
one of the directors: ‘‘Have any of 
these gentlemen from Toronto re- 
ceived 1,400 shares of this stock and 
who and by whom, and who gave it, 
what was it given for,’’ etc. (Reads 
from shorthand notes pages 22 and 23 
down to the words ‘‘what the — out- 
come would be’’). Here again is what 
he says at page 43; ‘‘Now, after the 
other 1,400 shares,’’ etc. (Reads down 


to the words ‘‘that is the position of 


the matter’’). 

That was not the position of the 
matter; was it not the fact, as Mr. 
Gordon says, that when you brought 
the certificates to him he stopped 
signing at a certain time when he 
found it was 1,400 shares and then 
you got the rest signed by the Vice- 
President? A.—I swear that is not 
true. 

Q.—You swear Mr. Gordon’s state- 
ment is incorrect? A.—I will not 
say it is incorrect. I say his mem- 
ory failed him. : 

Q.—You swear it is not incorrect? 
A.—No, I am not going to swear it 
is incorrect. I say his memory failed 
him. 

Q.—You did. not contradict that 
statement either at the meeting? A. 
—No, I did not contradict anything 
at the meeting if you notice. 


JUDGE MacTAVISH: Did you 
have any conversation with Mr. Gor- 


Monarch Life. (T. M. Ostrom, Ex’d.) 


don afterwards? A.—We came home 
together and he got it into his head 
he had signed 90 shares more than 
he did, and he only had a few min- 
utes, and I said ‘If you think so 
we will cancel them,’’? and we cancel- 
led those I think on the train coming 
in. 

Q.—Was it your impression that Mr. 
Gordon was making a mistake con- 
scientiously? A.—No, I do not think 
he would make it conscientiously, he 
could not remember, I don’t think he 
did it conscientionsly. 

Q.—You think this statement was 
made in good faith by Mr. Gordon, is 
what you mean? <A.—Yes. 

Q.—Did you draw his attention to 
the mistake he had made? A.—No. 

Q.-—Hither before or after? A.— 
No, it was a very stormy meeting and 
J thought the less we could say at 
that time—we were about three hours 
trying to get him in the Chair, and 
he got pretty well excited, and he is 
to be forgiven for statements he made 
there because he was excited and it 
was a pretty rough meeting, and the 
directors worked for three hours to get 
him in the Chair, and after he got in 


the Chair his memory failed him and 


he did not do it conscientionsly. 


MR. GEARY: Consciously the wit- 
ness means? A.—Yes, conscionsly. 


MR. TILLEY: Q.—He had time 
to cool down from Winnipeg to To- 
ronto? A.—Not very much, it was 
pretty hot weather. 


Q.—You did not explain to him his 
mistake all the way down? A.—No. 

Q.—And do you say on the way 
down he cancelled them? A.—I do 
not remember exactly where it was, 
I know they were cancelled. 

Q.—It was cancelled somewhere be- 
tween Toronto and Winnipeg on the 
way backP A.—I would not say 
where they were cancelled. 

Q.—At the time he cancelled the 
90 shares do you say he thought there 
were still 1,400 shares issued and that 
that was the surplus he was cancel- 
ling—? A.—Of the 1,400, at the time 
he asked for the cancellation— 

Q.—At the time he cancelled the 
ninety ? A.—I do not know what 
was on his mind. 

Q.—You say he thought he had 
signed 90 too many, was that in ad- 
dition to the 1,400 shares? Ao) 
said if you think so we will cancel 
the 90 shares and when we have time 
we will go over the others with you. 

Q.—Do you say now the Vice-Presi- 
dent had signed the remaining cer- 
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tificates before that conversation on 
the way back from Winnipeg? A.— 
As far as I remember. 


Q.—Was it not true these certi- 
cates had been cancelled as Mr. Gor- 
don said, and that the Vice-President 
had not signed any others and you 
have got them signed since? A.—No. 


Q.—That is not sop A.—No. 

Q.—Is the Vice-Presideht in Toron- 
to nowP A.—I think he is; perhaps 
he is on his holidays. 


Q.—Was the Vice-President at the 
meeting in Winnipeg? A.—Yes. 

Q.—Did he contradict the statement 
about 1,400 having been issued? A. 
—No, there was no _ contradiction 
made by any one. 


Q.—Did you discuss that with the 
Vice-President after leaving the meet- 
Mer Ae NO: 

Q.—Is the Vice-President a friend 
of yours? A.—No. 

Q.—Take this discussion which cer- 
tainly called for some statement by 
the Managing-Director of the com- 
pany: ‘‘Mr. Brunet: Supposing, etc. 
(Reads from page 62 of the shorthand 
report of meeting) . . . ‘‘without 
prejudice to his rights.’? Did you do 
thate  A.—I did not say a word. 

Q.—I have glanced through this, 
and there is one place where you do 
say a word, was that at the end? A. 
—I think there was an agent got up 
there and I did say something, it was 
not very much; it was nothing to the 
regular meeting. 


Q.—It was at the end? Aa 
think it was. 

Q.—(Reads from page 66 of the 
shorthand report of meeting): ‘Mr. 
Gordon, President: I 
there have been certain entries with 
reference to the 1,400 shares, etc.—?P 
A.—That should be 2,500. 


Q.—(Continues reading from steno- 
grapher’s report): ‘‘Mr. Ostrom: 
That cancellation of that $25,000 has 
never been, etc. (Reads). That 
$25,000 had not anything to do with 
the 1,400 shares, and yet your answer 
is as to a $25,000 transaction and you 
evade entirely the 1,400 shares? A. 
Yes. 

Q.—Why did you do that? A.— 
I was advised. to do that. 

Q.—By whom? A.—By my own 
solicitor, Mr. Campbell, of Winnipeg. 

Q.—You were in consultation with 


your Winnipeg solicitor? A.—My 
own private solicitor. _ 
Q.— Before the meeting? A.—No, 


all the time. 


understand — 
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Q.—Before the meeting were you? 
A.—No, well, I suppose it was. before 
the meeting. 

Q.—Was he present at the meet- 
ingP A.—No. 

Q.—What did you consult him 
about? #A.—Just the affairs of the 
company, not about the 1,400 shares; 
I told him it was going to be a stormy 
meeting and he advised me to say 
nothing, 

Q.—Mr. Campbell told you not to 
say anything? A.—Yes. 

Q.—If they asked about the 1,400 
shares to tell them somethiug else? 
A.—They did not ask me about the 
1,400. 

Q.—You said you told about the 
$25,000 when they asked you about 
the 1,400 shares on the advice of Mr. 
Campbell? A.—Do not get it down 
that way. 

Q.—You say you told them of this 
$25,000 transaction when they asked 
you about that 1,400 shares on the 
advice of your lawyer? A.—There was 
a telegram came in from the auditors 
stating the audit could not be com- 
plete till there was some adjustment 
made and Mr. Gordon asked what that 
adjustment was. 

Q.—Wait, I think that telegram is 
given here in full—it was read, was 
it not? A.—Yes. 

Q.—Before your address or after? 
A.—It was read before my address, 
and the question was asked me. 

Copy of stenographer’s notes of 
meeting filed as Exhibit 419. 

Q.—It follows on the next page; 
Mr. Gordon reads telegram. It is a 
telegram signed J. I. Sutcliffe. Who 
is he? A.—Auditor of the company. 

Q.—It is a telegram sent to Mr. 
Gordon? A.—yYes, President. 


Q.—I suppose in answer to a tele- 
gram Mr. Gordon had sent to him? 
A.—Yes. 

Q.—The telegram reads as follows: 
‘“‘As requested, report audit still in- 
complete, waiting certain adjust- 
ment by the company, passed _ re- 
ceipts, payments as in bank, security 
substantially correct in my _ opinion, 
from inception of company to the 
end of May last. Book-keeper con- 
scientious man, he says everything all 
right.’’ 

Is that the best auditor’s report 
you could get from the auditor, that 
the books were in such shape that he 
could not give any certificate, but the 
book-keeper was a conscientious man 
and he told you everything was all 
rivht ro As -Y es: 

Q.—That was rather a remarkable 
report from an auditor. Did you 
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ever get a subsequent report from 
him? A.—We will at the end of the 
month. 

Q.—When? A.—As of the lst of 
this month. 

Q.—As of the lst of September? A. 
—Yes. He complained that the $25,- 
000 was not cleared up. 

Q.—Is it the $25,000 he is waiting 
on? A.—Yes. 

Q.—Not the 1,400 shares? A.—No. 

Q.—And yet Mr. Gordon, when he 
was referring to the difficulty, spoke 
of the 1,400 shares, and you evaded 
that and spoke about the $25,000? A. 
—I did not; it was $25,000 he asked 
me about and I gave it to him. 

Q.—Here is the statement ‘‘I under- 
stand there were certain entries in 
reference to the 1,400 shares.’’ That 
cannot be a mistake for $25,000? A. 
—He asked me if it was in reference 
to the 1,400 shares that the audit 
could not be complete, and I said no, 
it was the $25,000 to be paid the pro- 
visional Directors, because the audi- 
tor complained and wanted me to get 
a minute to clear it up, to clear it out 
of the way. 

MR. KENT: Q.—Was there an 
arrangement about the $25,000— A. 
—There was an arrangement, but that 
-was cancelled. 

Q.—They wanted more? A.—No. 

MR. TILLEY: Q.—On the advice 
of the solicitor of the company they 
found they might be liable on that 
stock if they took it as bonus stock? 
A.—Yes. 

Q.—So the stock was never issued? 
A.—WNo, 

Q.—And never accepted by them in 
any way? A.—wNo. 

Q.—And it cannot stand in the 
auditor’s way at allP A.—Well he 
complains that it does. 

Q.—What was the main difficulty at 
Winnipeg? A.—About ‘the head office. 

Q.—What was the difficulty about 
the head office? A.—It had not re- 
moved there as quickly as_ they 
thought it should. 

Q.—Was the resolution passed di- 
recting its removal to Winnipeg? A. 
—It was rather indefinite. It was 
passed removing it there, but it gave 
the Executive here indefinite time to 
go there. ‘ 

Q.—In the minutes of the Direc- 
tors’ meeting of the 21st March, 1906, 
this resolution appears: That the 
head office of the company shall be 

in the City of Winnipeg, and that the 
by-laws providing for meetings in the 
City of Toronto shall read as if Win- 
nipeg were inserted where Toronto 
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now is, and that it be left to the 
Manager and the President and Vice- 


_Presidents and Executive Committee 


to be appointed to arrange a conven- 
i1ent time and manner of removyal.’’ 
That resolution having been passed on 
the 21st March, 1906, it became ef- 
fective by reason of the provision in 
your charter which expressly author- 
izes the directors to remove the head 
office from any one place in Canada 
to any otherP A.—Yes. 

Q.—That resolution was carried un- 
animously, was it, or was there any 
division about it? A.—I think there 
was a division. 

Q.—It is not shown here? A.—I 
think there was one objection there. 

Q.—Whose objection? A.—Mr. 

Hutchinson. It is in Mr. Gordon’s 
writing. 
_ Q.—That is at the end of a meet- 
ing, “‘at the request of Mr. Hutchin- 
son, his dissent from change of head 
office to Winnipeg on the ground of 
want of previous notice and opportun- 
ity for discussion is noted. D. A. 
Gordon, President, T. Marshall Os- 
trom.’’? At that time were you in 
favor of the change? A.—At that 
time? 

Q.—Yes. A.—I had not very much 
to say about it. I was under the 
Directors. 

Q.—I do not think that is an an- 
Swer to my question? A.—I do not 
know as I was. 

Q.—Were you in favor of it? A.—- 
No, I was not in favor of it. 

_Q.—Did you vote on that resolv. 
tiony  7A.—Yes: 

Q.—How did you vote? A.—I voted 

to go to Winnipeg. 
_Q.—But you were not in favor of 
it, and why did you vote that way? 
A.—Because I thought Toronto was 
the proper place for operating. 

Q.—Why did you vote to go to Win- 
nipeg? A.—Because the majority of 
the Directors wanted to go there. 

Q.—You being one of the majority? 
A.—I made myself one of the major- 
ity when I voted. 

Q.—How did Mr. Gordon vote? A. 


_—In favor of going to Winnipeg. 


Q.—Was that not the plan of the 
company, that you should put the 
head office in Winnipeg rather than 
Toronto? A.—That was at that meet- 
ing, because the meeting was rushed, 
and the eastern shareholders, after 
they found out the head office was 
moved there wrote some very nasty 
letters to myself and the President, 
and rather got up a storm, they said 
it should have come before the share- 
holders to vote upon, and I think it 
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is only fair that it should, and it 


took a long time to get the thing set-. 


tled amicably, three or ‘four months. 
We had to do a lot of work on that. 

Q.—The Act of Incorporation ex- 
pressly provided that the Directors 
should deal with that matter? A.— 
Yes. 

Q.—So that. it was not a legal 
objection? A.—No. 

Q.—It was more an objection of 
lack of respect to the shareholders I 
suppose? A.—That ig it. 

Q.—But had stock not been sold on 
the representation or understanding 
that the head office would be moved to 
Winnipeg. A.—We had some agents 
there that said they thought it would 
be. 

Q.—That they thought it would be 
removed to Winnipeg? A.—Yes. 

Q.—That is western subscribers? A. 
—Yes. 

Q.—They thought they were going 
to have the head office in Winnipeg? 
A.—We had already promised the head 
office for the three provinces at Win- 
nipeg. 

Q.—Where did the agents get the 
impression that the head office would 
be in Winnipeg? A.—It is hard to 
say. 

Q.—It would seem natural to think 
the impression would come. from you 
when you vote for it so readily. It 
would appear as if you voted for it 
pursuant to the understanding that 
you had given the agents when they 
were selling the stock? A.—I did 
tell the agents that that would de- 
pend upon the Board of Directors. 

Q.—You told the agents it would 
depend on the Board of Directors, 
but the expectation was to go to 
Winniveo? A.—If the Board of Di- 
rectors said so. 

Q.—But that was your expectation? 
A.—No, I wrote them, distinctly stat- 
ing that they must not sell any stock 
on the understanding that the head 
office would go to Winnipeg. 

Q.—You can show me a letter of 
that kind? A.—Yes. 

Q.—Have you any here? I asked 
you to produce all the correspondence? 
A.—I did not know that was coming 
up. I wrote not to sell any stock 
on the understanding that the head 
office would be in Winnipeg. 

Q.—When did you write that? Be- 
fore or after the resolution? A.—Be- 
fore the resolution. 

Q.—When the resolution was passed 
what steps did you take to carry out 
the instructions of the Directors? A. 
—KEverything. 

Q.—What did you do? Everything 
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but move? A.—We had to complete 
our business here, get the policies in 
process, and rate books, and license. 
I went to Winnipeg immediately af- 
ter, and the Winnipeg Directors ask- 
ed me to go to Toronto and get the 
license and then come up, and in the 
meantime waiting for the license, we 
got all our policies printed, and our 
rate book out, which was a_ heavy 
piece of work, and looked after the 
other business. 

Q.—Your rate books are all pro- 
vided for in the organization ex- 
penses, and it would appear from the 
minutes as if that had been done a 
long time before? A.—They had 
been in process for six months, pro- 
bably a little longer. 

Q.—But they were not finally com- 
pleted? A.—No, there is an awful 
lot of work on them. 

Q.—Is that the explanation you 
gave to the Winnipeg Directors when 
you were at the Winnipeg meeting 
for the delay? A.—I did not give 
any explanation. 

Q.—I thought I found in the min- 
utes that you told them you had to 
wait for the Royal Insurance Com- 
mission to investigate you? A.—I 
think Mr. Gordon told them that. 

Q.—That yon could not come to 
Winnipeg because you had to wait 
to be investigated? A.—No, he did 
not say that. He said we could not 
come on before. 

Q.—On that account? A.—He 
said he expected we would be investi- 
Pa not say we were going to 
e. 

Q.—When did you receive com- 
plaints about removing to Winnipeg? 
A.—Two or three months. 

Q.—After the resolution? A.— 
Yes. 

Q.—Up to that time had you it in 
your mind to go to Winnipeg? A. 
—Yes. 

Q.—When did you change your 
mind? A.—Have not changed it. 

Rane ois not changed it yet? A. 
—No. 

Q.—Where is the head office now? 
A.—Winnipeg. 

Q.—It is at Winnipeg now? A.— 
Yes. ; . 

Q.—Has any resolution ever been 
passed changing the resolution of the 
21st March? A.—There was one on 
the 9th at Winnipeg. 

Q.—On the 9th August? A.—yYes. 

Q.—Why was that meeting called? 
A.—The President called it for the 
reason that he wanted the head office 
back to Toronto. 
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Q.—That was a meeting called for 
the purpose of changing the head 
office to Toronto? A.—Yes. 


Q.—Were notices sent to all the Di- 
rectors? AY ess 


_Q.—Was there any dispute at that 
ee as to who were Directors? A. 
aes 


Q.—What was the difference be- 
tween the shareholders as to the per- 
sonnel of the Board?  A.—Well, 
there was some claimed that Dr. 
Rogers had not qualified and Andrew 
Carruthers and William White, and 
the Winnipeg people claimed—you 
mean the meeeting of the 9th? 

Q.—Yes? A.—Well, that was a step 
they took, and I think it was four 
they claimed had not qualified, pro- 
bably more, I am not exactly sure. 


Q.—Was the same objection appli- 
cable to each one of them? A.—Yes. 


Q.—Same disqualification if there 
was any disqualification? A.—yYes. 

Q.—And that consisted in not pay- 
ing their: calls? A.—Yes. 

Q.—Had they paid their calls? A. 
A.—No. 

Q.—They had not? A.—No. 

Q.—Were they Winnipeg members 
of the Board? A.—Yes. 

Q.—Were those men notified of the 
meeting in Winnipeg? A,—Yes. 

Q.—On the 9th? A.—Yes. 

Q.—If these men were not qualified, 
what was done about that? A.— 
Well, there was no one objected. 

Q.—And they went on and acted? 
A.—Yes. 

Q.—They made 4 out of the 25 of 
the Board of Directors? A.—Yes. 


MR. LANGMUIR: Q.—Did they 
attend meetings as Directors? A.— 
Well, there was no objection to them 
being at the meeting. 


MR, LANGMUIR: Did they attend 
and voteP A.—Yes. 


MR, TILLEY: Q.—Were they there 
on the 9th? A.—No, they were not 
there. 

Q.—It was the eastern crowd that 
were there on the 9th? A.—That 
is right. 

Q.—Did the western men attend? 
At NO} 

Q.—Why did they not attend? A. 
—I do not know. 

Q.—Did they: take the position that 
the meeting of the 9th was not pro- 
perly called? A.—Could not tell you. 

Q.—Have you a copy of the notice 
calling that meeting? A.—I have 
not it here with me. I have a copy 
of it at the office. 
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Q.—I should like to have it if you 
will send for it? A.—I think Mr. 
Wilson hag it. 

MR. WILSON: You will have to 
get that in the morning. 

MR. TILLEY: Was the meeting 
adjourned from the 9th to the 10th? 


-A.—The meeting was adjourned on 


the 9th to meet at 4 o’clock on the 
10th. I think the minutes are in the 
book here. 

Q.—Well they are not signed, but 
you say that that was the fact. The 
meeting was adjourned to meet again 
at the same place, at 4 o’clock on the 
10th August? A.—Yes. 

Q.—When you met on the 10th 
August was the Board differently con- 
stituted? -A.—Yes. 

Q.—Who had arrived in the inter- 
val? (No answer.) 


MR. TILLEY: Can you say when 
that was posted, Mrs. Fife? 

MRS. FIFE: It was posted that 
day. 

Q.—The western members’ were 
there on the 10th? A.—Yes. 

Q.—Did you tell them what you had 
done on the 9th? A.—No. 

Q.—Why not? A.—Well I do not 
know why the President did not do 
it, 

Q.—Did you discuss that with Mr. 
Campbell too? A.—Yes. 

Q.—Because in going over those 
minutes I notice there is not a word 
said as to what you had done the day 
before, in fact the whole discussion 
that took place on the 10th and 11th 
is on the basis that nothing was 
done on the 9th at all. Is that right? 
That is a fair statement is it not? A. 
—It was a peculiar meeting, it was 
a hard thing for me to judge. 

Q.—Why? A.—Well, the eastern 
people claimed their meeting was 
regular, and they adjourned to meet 
the next day at four o’clock, and they 
went to the office, and the western 
people had given the eastern people 
due notice, but they had been there 
an hour before probably, prior to the 
meeting. 

Q.—That is on the 10th? A.—Yes, 
they appointed a Chairman. 

Q.—Whom did they appoint chair- 
man? A.—Mr. Carruthers. Then 
the eastern people objected ‘very 
strongly. 

Q.—They urged that Mr. Gordon 
should be in the Chair? A.—Yes. 

Q.—And that took up about an 
hour? <A.—Yes, I guess two hours, 
and they got him in the chair, and 
then they discussed a lot of matters 
which you see according to the min- 
utes here, and they called a meeting 
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and appointed a Committee to set- 
tle the difference. 

Q.—Who were the members of that 
committee? A.—Mr. Gordon, Mr. 
Taylor, Mr. J. T. Gordon, Mr. Brunet, 
and Mr. Desauliners. They were on 
the Committee, and were to report 
to the pion next morning. I do 
not know if there is any report 
there. 

.—You cannot roqfenit ee whether 
that Committee made a report? A.— 
Well they made a verbal report. 

Q.—What was their verbal report? 
A.—I guess the verbal report was a 
report that they had a meeting and 
it went on—that was all there was to 
it. 

Q.—What was the upshot of the 
meeting? A.—The upshot was this, 
that the Executive resigned, the old 
Executive, and they appointed a 
new Executive. 

Q.—Then there were other matters 
talked over? A.—I do not know 
what they were. They did not amount 
to anything.. 

Q.—Were the western members ap- 
pointed on the Executive? A.—Yes. 

Q.—Was the resolution to change 
the head office from Winnipeg back 
to Toronto, which appears to have 
been passed on the 9th, rescinded? A. 
NG: 

Q.—Do you say that that resolu- 
tion is not effective now? A.—Well I 
understand our solicitor says it is 
not. 

Q.—That resolution on the 9th 
reads in this way :— 

“That the head office of the Mon- 
arch Life Assurance Company be and 
the same is hereby changed from the 
City of Winnipeg to the City of 
Toronto, and that the by-laws pro- 
viding for meetings in the City of 
Winnipeg shall read as if Toronto 
inserted where Winnipeg now is. 
(Carried.)’’ 

And your solicitor advised you that 
the meeting on the 9th was invalid? 
A.—Yes. 

Q.—And you say that the old reso- 
lution stands whereby the head office 
is now in Winnipeg? A.—Yes. 

Q.—Have you done anything since 
in regard to the moving of the head 
office? A.—We are all ready to move 
as Soon as this is over. 

*Q.—Have you called any meeting? 
A.—No 

O.Have you called a meeting for 
to-morrow? <A.—yYes, but that meet- 
ing was cancelled. 

Q.—Why was it cancelled? A.— 
Owing to the solicitor’s advice. 
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Q.—Why? <A.—Because the head 
office is not here. 

Q.—But was'in Winnipeg? A.— 
Yes. 

Q.—And you are not holding any 
meeting to-morrow? A.—No 

OLet will put in the stock certi- 
cates, and I should like to have the 
other certificates that are still in the 
vault to-morrow if you please so that 
we can make them part of this ex- 
hibit. You say there are some certi- 
ficates still in Winnipeg? A.—Yes. 

Q.—Are there any other papers in 
Winnipeg? A.—I do not think there 
are any more—oh yes, the minute 
book is there. 

Q.—Are they signed by Mr. Gor- 
don? A.—Which? 

Q.—The certificate in Winnipeg? 
A.—No.—some of them are and 
some of them are not. 

Q.—Some are signed by Gordon and 
some not? A.—Yes. 

Q.—Are some signed by the Vice- 
President? A.—Yes, two or three 
signed by the Vice-President. 

Q.—You do not know how many 
there are? A.—wNo. 

Q.—Nor how many shares. there 
are? A.—I can tell you in the morn- 
ing. 

Q.—-How, cant = yourdo,” thatrs A 
There is a record of it. 

QO: Where*is itr = -A.——| tae Ie On 
here. 

@ =I ‘shouldélike"to*hayesit. 947 
It s a memorandum. 

Q.—A memorandum you made at 
the time? A.—Yes. 


(Stock certificates exhibit 420.) 


Q.—You knew I suppose that you 
could not get a license until you had 
paid $62,500 in cashP A.—Yes. 

Q.—How much had you paid in in 
cash according to your returns? A.— 
It was all cash—$62,000. 

Q.—I see here $63,870 paid in in 
cashP A.—On stock. That would 
make the 10 per cent. on the 6,330 
shares. 

Q.—In order to get that result with 
regard to the capital stock, did you 
transfer any moneys that were paid 
in on premium and treat it as capi- 
tal stock? A.—WNo. 

Q.—Have you paid in anything in 
cash yourself? A.—No., Yes I did. 
I qualified some of them to become 
Directors, and took their notes and 
discounted them, and paid _ in the 
money myself. 

Q.—What is that? A.—I took a 
couple of shareholders’ notes and dis- 
counted them personally myself, put 
the money up and turned it in to the 
company. 


a 
— 


INSURANCE. 1995 


SESSIONAL PAPER No. 66 


60th day, September 4, 1906. 


Q.—That is some shareholders, in- 
stead of paying in cash, had_ given 
notes for their payments? A.—Yes. 

Q.—You took those notes? A.—I 
took their notes. 

Q.—What did you do with the 
notes? A.—I gave the company the 
cash. 

Q.—Did the company discount them 
or did you? A.—No, the company did 
not discount them. 

Q.—What is the meaning of the 
account in the books, ‘‘Bank of Nova 
Scotia stock account’’? A.—That is 
premium account. All that ‘son 
premium goes to that account. 

Q.—And all that is on capital stcck, 
where does it go? A.—KHverything 
that says stock, goes to stock ac- 
count, and everything that says prem- 
ium goes to premium account. 


Q.—You say you discounted those 


_ notes for some of the shareholders, 


and paid in the cash, and the com- 
pany was not a discounting by the 
company? A.—No. 

Q.—And yet the company has an 
account here for discounting share- 
holders’ notes? A.—That is sometime 
ago, that is before these were all 
taken up a year ago. 

Q.—Here is an account commencing 
June, 1905, and running to May, 


-1906? <A.—They were all discounts. 


Q.—Of what? A.—Notes. 
Q.—Shareholders notes? A.—The 


“company discounted those notes, and 


put them in stock account. 


Q.—And treated it as cash? A.— 
They did not work under that. 


Q.—What do you mean by that? 
A.—They just laid there. 


Garten did not use the money? A. 
—— Ox 

Q.—You did not treat it as an as- 
set. Did they show that as bills and 
notes, or did they show it as cash? 
A.—They referred to it as bills re- 
ceivable. 


Q.—You did not treat these moneys 
realized by the discounting of share- 
holders notes and apply it on their 
stock? A.—We discounted it in 
order to say it was cash instead of 
notes. 

Q.—So that the cash is made up 
partly of items that represent dis- 
counting of notes made for the pur- 
pose of treating it as cash? A.—At 
that time yes. 

Q.—Take your own stock; did you 
pay in cash on it? A.—Yes. How 
much did I pay in, Mr. Vansickle? 


MR. VANSICKLE: $10,000. 
WITNESS: I gave a cheque for it. 
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Q.—You got a cheque from the com- 
pany and gave a cheque back? A.—I 
gave a cheque for the $10,000. 

Q.—The book-keeper says that was 
a cross-entry giving you credit for 
the amount of your stock, and treat- 
ing it as paid on account of your 
commission? A.—I gave a cheque for 
that. There was more cash than that. 
I gave a cheque for $10,000 and an- 
other cheque. 

Q.—I notice that you treat the 
stock issued to Mr. Wilson as paid by 
cash. That was not quite a correct 
statement: of that was it? A.—Yes, 
we had his cheque. It was fully paid 
stock. He gave him own cheque for 
it, and we paid him $1,500 for ser- 
vices. 

Q.—And it was checked back was 
1GiPe uA, No, 

Q.—Do you supervise the keeping 
of the books? A.—No. 

Q.—Who does? A.—The auditors. 

Q.—How often do the auditors 
come round? A.—Once a month. 

Q.—Are they all got up for the audi- 
tors then? A.—wNo. 

Q.—Here in your journal entries 
seem to be put in and struck out 
just at leisure, ruled out with red 
ink, and in the month cf June 
entries on page 140, :tock for the 
3lst May, and then page 14) llank, 
142, 143, and then you commence in 
June without any date of the mcith 
and put in two pages of entries which 
are simply written across ‘‘concelled”’ 
in red ink. 

MR. VANSICKLE: In opening up 
a new set of books, after closing the 
year 3lst May, in opening up a new 
set of books entirely, to deal with the 
insurance work, there were some ac- 
counts to be adjusted, and I left 
room for that purpose. . 

MR. TILLEY: To adjust some ac- 
counts afterwards. 


MR. VANSICKLE: Beg pardon. 
MR. TILLEY: Was it on Mr. Os- 


trom’s suggestion ? 

MR. VANSICKLE: No. IT left 
room there. I did not know what it 
might be. 

MR. TILLEY: You skip from 149 
to 161 and make three or four entries 
for July, and make two entries for 
August after skipping some pages at 
167. 

MR. VANSICKLE: The auditor 
told me to leave several pages in the 
journal for entries that I may not 
have gotten in correctly, and he might 
want to change. 

MR. TILLEY: Then you left these 
blank pages on the instructions of the 
auditor. 


— 


/ 
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MR. VANSICKLE: Yes, on one in- 


struction. 
MR. TILLEY: On a suggestion? 


MR. VANSICKLE: Yes. That a 
few pages might be necessary, to leave 
lots of room. 


MR. KENT: I should like to have 
that gentleman called and examined. 
It is a most extraordinary state of af- 
fairs. 


MR. TILLEY: 
called. 

Q.—You say the bookkeeping does 
not come under your notice very 
much? A.—No. The _ accountants 
are there and the auditors are there 
to supervise it, and to see that it is 
correct, once a month. 

Q.—What account is the account 
that you called the Ostrom note ac- 
count? A.—I- gave a note for stock 
for 100 shares. 


Q.—Amounting to how much? A. 
—I forget how much it was. I think 
it was $3,500. I do not remember 
now. It is a long time ago. 

Q.—Is it so that you have forgotten 
all about itP A.—Pretty near. 


Q.—It is about time the company 
brought suit to get it paid is it not? 
The bookkeeper says there is an entry 
for $300 paid of commission in De- 
cember 1905 on your stock in addition 
to the other items? A.—yYes, I think 
there is another one. 


Q.—You gave the note originally 
for $3,500 apparently in March, 1905. 
Have you ever paid any interest on 
that? A,—I guess interest is charged 
up, is it not? I do not think I did. 

Q.—Why not? A.—Because I did 
not have the money I guess. 


I shall have him 


Q.—You gave the company your 
note and when it came due the note 
is to be renewed from time to time. 
Is that right? A.—No, I intend to 
pay it off. 

Q.—But the note is kept renewed? 
A.—No, it has not been renewed—it 
has been renewed once I think or 
twice, 

Q.—And then how was the inter- 
est treated? Was it added to the 
note? I see in December, 1905, on 
the 21st there is this entry: ‘‘Interest 
debtor to T. Marshall Ostrom, note 
account $109.57, being refund of in- 
terest allowed T. M.O., having been 
charged on notes at the rate of 6 per 
cent.”’ So that the interest having 
been charged up in the account here 
is a journal entry wiping it out. On 
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whose instructions was that done? A. 
—I do not know. 

Q.—Well, it was for your advant- 
age. Do you mean to say some per- 
son instructed it other yearsP A.— 
I gave no instructions for that. 

Q.—That is page 72 of the journal? 
A.—I am always willing to pay my 
interest. I gave no instructions to 
have it cancelled that way. - 

Q.—You will let that interest be 
charged up againP A.—Yes. 

Q.—We can take that as a consent 
NOW Pay Agee ese 

Q.—You do not want to wait for 
the Directors to make the request 
first? A.—No. 

Q.—$109.57P <A.—Yes. 


Q.—Has other interest not been 
written off from time to time? A. 
—TI think there has, without author- 
ity. 

Q.—Well, done by whom? A.— 
Well, I do not know. By the book- 
keeper we had, and he did things on 
his own order, and he was probably 
dismissed on that account. 


i‘ Q.—Who dismissed him? A.—I 
id. 

Q.—Did you dismiss him on that ac- 
ecountP A.—No,, not on that oc- 
count. It was on _ several. That 
was one of them. 


Q.—It was not on acccount of that 
one item you dismissed him, because 
that would seem to be almost cruel 
to dismiss him for that. (No answer.) 

Q.—Has Dr. Perfect paid his note 
that he gave for stock? A.—No. 
ee ee has not paid anything? A. 

0. 

Van he paid any interestP A. 
a Oo. 

Q.—Has that been wiped offP A. 
—I do not think so. There has been 
no order for me to wipe it off. 


Q.—Some person must be responsi- 
ble for these entries. Here on Sep- 
tember 20th, 1905, interest debtor to 
A. H. Perfect, note $58.21, being re- 
fund to Mr. Perfect for interest on 
notes due September 8th; and it sets 
out the notes. There can be no ques- 
tion about that? A.—There may be 
a minute of the provisional directors. 

Q.—Why should the provisional di- 
rectors do it? A.—I say there was 
no authority unless from the provi- 
sional directors, and he got it from 
the minutes. If not, he took it upon 
himself to wipe it off. 


(Commission adjourned to 10.30 
a.m. to-morrow.) 
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Examination of T. MARSHALL 
OSTROM, resumed, by MR. TIL- 
TEL hs eee 
_ Q.—Mr. Ostrom, did you bring with 
you the other— A.—No. I wish to 
make a statement to the Commission, 
if you will permit me, on those certi- 
ficates. Before I went to Quebec 
those certificates, in packing up the 
minute books—Mr. Gordon was there 


that morning, and buying the tickets — 


for the Directors and everything, the 
certificates, the Secretary tells me, 
were taken in to him, and he only 
signed a few of them. The others 
were put with the minute books and 
other things, and I took them to Win- 
nipeg, intending to get them signed 
in Winnipeg, and carrying them 
around in my pocket, they were not 
signed. I made a statement yester- 
day that they were, but that is not 
correct. I have refreshed my mem- 
ory. I left them with the clerk. Com- 
ing away in a hurry I left them. 

Q.—You say now the certificates 
were signed in your office, those that 
were signed by Mr. Gordon, not on 
the train going to Winnipeg? A.— 
I will make a further statement; the 
cancellation— 


Q.—Never mind the cancellation; 

those that he signed were signed in 
your office? A.—Yes. 
_ Q.—That he stopped signing merely 
in the rush— A.—For’ the simple 
reason that he wanted to get the 
train. 

Q.—The rush of getting away? A. 
—Yes. 

Q.—Then you took the balance of 
the certificates with your other papers 
to Winnipeg? A.—Yes. 

Q.—To get them signed there? A. 
—Yes. 

Q.—When you say the balance of 
the certificates, do you mean all the 
certificates that were taken out of 
the certificate book, or do you mean 
the balance of your 1,400 shares? A. 
—The balance of the 1,400 shares. 


Q.—Did you take any certificates 
except the necessary certificates for 
those 1,400 shares with youP A.— 
No. 

Q.—Are you positive about that? 
A.—As far as I can remember J do 
not think I took any more. They 
were put up in one parcel. I was not 
there when Mr. Gordon was signing 
the certificates. Of course I was 
down at the bank. 
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Q.—Was the Secretary in the room 
when he was signing them? A.— 
Yes. 


Q.—So that this information comes 
from the Secretary? A.—Yes. 


Q.—Then you say you took them 
out to Winnipeg and you gave ithe! 
certificaes to the hotel clerk? A.— 
Yes, 


Q.—Why did you give them to the 
hotel clerk? A.—Well, they were in 
my pocket, and I had been carrying 
them around for a couple of days, and 
I asked him to take care of them. I 
intended to call for them which I did 
not. 

Q.—You left a number of blank 
certificates, you do not know how 
many? A.—I have not the number 
of them because they were not signed. 


Q.—Some blank certificates that 
were not signed? A.—Yes. 


Q.—You had all the company’s 
papers with you at Winnipeg in the 
shape of minute books and other books 
and documents? A.—Yes. 


Q.—And you must have had some 
place of safe keeping for these, or 
where did you keep them? A.—I 
kept them in my room. 


Q.—But you take blank certificates 
which are not signed by any person? 
A.—Yes. 

Q.—And give them to the hotel 
clerk? A.—Yes. ; 

Q.—Intending to get them again? 
A.—Yes. 

Q.—And yet yesterday you told us 
they were in the vault of the hotel, 
because you were going to move to 
Winnipeg, and you left them there 
till the head office was moved there? 
A.—I had been out to Winnipeg, and 
I did not know exactly what had be- 
come of them, I was not sure. I asked 
you to give me time to look into it 
so that I could give you the correct 
statement of it which I have done. 

Q.—I was crowding you a little too 
fast on your memory yesterday, and 
your memory cold not quite keep up? 
AL No} 

Q.—You said that there was a cer- 
tificate book in the office that vou did 
not bring, for some 100 or 200 shares? 
Ary Os" 

Q.—Have you that? A.—I have 
not it with me. 

Q.—Where is it? A.—I cannot Just 
put my hand on it. 

Q.—Have you looked for it? A.— 
I have not, it did not come to my 
memory. 

Q.—Why did you not? A.—It did 


not come to my memory. 
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Q.—Do you know where it is? A. 
—I could not put my hand on it just 
now. 


Q.—We will let you have the after- 
noon to find it, and we would like it 
to-morrow morning? A.—AIl right. 


Q.—That is the only certificate that 
is signed? A.—The only one. 


Q.—Except the certificates we have. 
When you took the books and papers 
with you to Winnipeg did you take 
the corporate seal as well? A.—No. 

Q.—Where did you impress the cor- 
porate seal on the by-law? A.—The 
by-law? 

Q.—Yes? A.—Do you mean the 
amended by-law in Winnipeg? 

Q.—Yes? <A.—At the office here. 

Q.—When you came back, or be- 
fore you went out? Ae No: when I 
came back. 

Q.—Were the resolutions that ap- 
pear in the minutes as passed in Win- 
nipeg and the by-law prepared here 
before you went out A.—No, not to 
my recollection. 

Ne? you ought to know? A. 
—No. 

Q.—Who prepared them? AR! 
think they were prepared at the meet- 
ing. 

Q.—They show signs of careful pre- 
paration? A.—I do not know any- 
thing about the by-laws or the min- 
utes. I did not take them. Mr. De- 
sauliners was secretary and he may 
have prepared them. He is a lawyer. 

.—At any rate you had nothing 
to do with thatP A.—No. - 

Q.—Was the Mr. Campbell you con- 
sulted in Winnipeg a ee ona in 
your company? A.—N 

Q.—What Campbell was it? A.— 
Just a solicitor, I was introduced to 
him. 

Q.—What firm? A.—I have forgot- 
ten now. He had a partner. 

Q.—You do not know the name of 
the partner? A.—I have forgotten it 
now. . 

Q.—Do you know his initials? A. 
—I think it was F. J., I am not sure. 

Q.—And you were consulting him 
both before and after the meeting. 
I suppose you were consulting him 
between the adjourned meetings? A. 
—No, I just wanted a little informa- 
tion. I did not consult him fifteen 
minutes. : 

Q.—Was it on some _ particular 
point? <A.—It was some particular 
point that was brought to me by some 
of the Directors. 

Q.—What point was that? <A.—I 
have forgotten now PENS what it 
was. 
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Q.—You told us yesterday you were 
consulting him all the time you were 
there? A.—No, I beg pardon, I do 
not think I said that. 

Q.—You said you were consulting 
him generally on the matters that 
came up. Can you tell me what it 
was you consulted him about? A.— 
I do not remember. 

Q.—You do remember what you told 
us yesterday, that you did not give 
any information about the 1,400 
shares on the advice of the counsel 
that you did consult. You remember 
that? - A.—That is about all, yes. 

MR. TILLEY: If your honors will 
permit me, I will ask Mr. Ostrom to 
step down, and take some other wit- 
ness for the present. 


ROBERT ROGERS, sworn. Eix- 
amined by 

MR. TILLEY: Q.—You are a Di- 
rector in the Monarch Life Assur- 
ance Company? A.—Yes. 

Q.—And you have been a Director 
ever since tlife permanent Directors 
were appointed? A.—Yes. 

Q.—You were not one of the provi- 
sional Directors, were you? That is, 
the original Provisional Directors? A. 
—No, not the original Provisional Di- 
rectors. 

Q.—You became a Director subse- 
quently? A.—Yes. 

Q.—How many shareholders’ meet- 
ings have you attended? <A.—Well, 
just the one. 

Q.—On what date was it held? A. 
—I think it was in March last. 

Q.—March 21, 1906, there was a 
meeting? A.—yYes, that is the one. 

Q.—Had you attended any other 
Directors’ meetings or committee 
meetings prior to that? A.—Not un-' 
less I did the morning before the 

Q.—There was a Directors’ meeting 
preceding that shareholders’ meeting? 
A.—I do not know that you could 
call it a meeting. It was a general 
talk. 

Q.—Some minutes are entered up, 
so [ suppose that stamps it as a Di- 
rectors’ meeting. Will you just in- 
dicate what you understood Mr. Os- 
trom, the Manager of the Company, 
had been receiving prior to that or- 
gsanization meeting on the 21st March 
from the company? A.—Well, I do 
not think I had any knowledge of 
what he was receiving. 

Q.—Did you know what his salary 
was? A.—No, I had never asked the 
question. 

Q.—Did you know whether he was 
getting a commission on stock? A.— 
No, I had never asked the question. 
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_ Q.—Did you know prior to the meet+ 
ing as to any arrangement as to the 
issue of paid-up stock to him for some 
copyrights? A.—Well, a day or two 
before we left Winnipeg—what I 
mean by that is that a number of 
Directors and stockholders left Win- 
nipeg to come and attend this meet- 
ing. We got a notice to this effect: 
That Mr. Ostrom was expecting 1,400 
shares of paid-up stock. 

Q.—That is in the notice calling the 
meetingr A.—Yes. 

Q.—You were notified that one of 
the objects of the meeting would be 
to consider some arrangement with 
him for 1,400 shares? A.—Yes. 

Q.—That is the first intimation you 
had on that subject? A.—Yes. 

Q.—So that when you came to the 
shareholders’ meeting on the 21st 
March you had not full detailed in- 
Reopen about these matters A.— 

O. : 

Q.—Then did the question of rati- 
fying first his agreement as to remu- 
neration come up for discussion? A. 
—Not at the Directors’ meeting—not 
at the shareholders’ meeting. 

Q.—The notice said that that agree- 
ment would be submitted, but it was 
not submitted? A.—I do not think 
so 

Q.—I see there is nothing in the 
eS about that agreement? A.— 

O. 

.Q.—Did the agreement for the is- 
sue of 1,400 shares of stock come up 
for consideration? A.—It was men- 
tioned, yes, and decided to leave it 
over to be dealt with by the Directors 
to be elected. 

Q.—I notice there was a resolution 
and an amendment as to that. Do 
you remember that it came up in that 
form? On page 18 of the minutes of 
that meeting this resolution appears: 

“That the agreement made with T. 
Marshall Ostrom in regard to copy- 
righted and other proposed plans of 
insurance as reduced to writing, and 
made by the provisional Directors, be, 
and the same is hereby, authorized 
and confirmed.’’ ; 

Then this amendment was proposed 
by Mr. Hutchinson, seconded by Mr. 
Campbell : — 

“‘That the said agreement being one 
relating to the operations of a com- 
pany doing general life insurance, it 


be referred to the Board of Directors - 


just elected, to be dealt with at their 
first meeting.’”? The amendment was 
carried? A.—Yes. 

Q.—So that partly possibly because 
of lack of information, and partly be- 
cause it was thought the new Direc- 


Monarch Life. (R. Rogers, Ex’d.) 
tors should deal with the matter, it 
was left in that shape by the share- 
holders? A.—Well, I for one did not 
understand what it meant. 

Q.—You were not prepared to sanc- 
tion it then for lack of knowledge? 
A.—For lack of knowledge. 

Q.—Then the Directors’ meeting 
was held immediately after the-share- 
holders’ meeting on the 21st March? 
A.—Yes. 

Q.—And what action was taken 
with regard to that agreement at the 
Directors’ meeting do you remember? 
A.—No, I do not remember, that any 
particular action was taken. 

Q.—It was then referred to a 
meeting A.—To a meeting to be 
held in Winnipeg. 

Q.—The first step taken by the Di- 
rectors at that meeting was to change 
the head office from Toronto to Win- 
nipeg? A.—Yes. 

Q.—And then the resolution appar- 
ently was carried that Mr. Ostrom 
be manager of the company upon the 
terms agreed upon by the provisional 
Directors, and reduced to writing by 
agreement dated 21st March, 1906, 
subject to such increase to Mr. Os- 
trom as may be agreed upon by Mr. 
Ostrom ana the Board of Directors. 
Do you remember that resolution? A. 
—Yes. 

Q.—That was carried? A.—I think 
So. 

Q.—Do you remember whether the 
agreement was submitted to the meet- 
ing? A.—Well, we had a copy of it. 
It was handed over to Mr. Campbell. 

Q.—Was it then executed, do you 
know, or was it a draft? A.—I think 


-it was a draft . 


Q.—It was a draft agreement? A.— 
Yes. 

MR. TILLEY: Did you get that 
draft agreement, Mr. Ostrom. 

MR. OSTROM: No, I telegraphed 
for it, but they cannot find it in the 
office. 

Q.—Did you read it over? A.—No, 
I did not. But Mr. Campbell read 
it over, I think, and Mr. Taylor. 

Q.—They did not read it to the 
meeting? A.—WNo. 

Q.—So that you cannot say whether 
certain terms that we find in the 
agreement now were in it or not? A. 
—No, but Mr. Campbell could tell 
you. 

Q.—Then the next resolution was 
that the matter of the agreement re- 
lating to the insurance plans of Mr. 
Ostrom after some consideration be 
postponed, as he also the matter of 
reward to the Executive for past ser- 
vices. They referred to some discus- 
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sion about voting the $25,000 stock. 
A.—No, as I understood it, it refer- 
red to the matter of fees for the pro- 
visional Directors for the number of 
meetings that they had attended. I 
had never heard any mention of 
stock. 


Q.—Or the issue of $25,000 of stock 
ie them? A.—No, I never heard of 
that. 


Q.—Then a further Directors’ meet- 
ing was held on the 5th April, 1906, 
and this resolution appears at page 
151; that the matter of the agree- 
ment with Mr. Ostrom relating to in- 
surance plans be referred to the Ex- 
ecutive, when the Hon. Mr. Rogers 
can be present? A.—Yes. 


Q.—Did you know that that reso- 
lution was passed? A.—No, I did 
not. 


Q.—You see that the Executive 
were to deal with it sometime when 
they could meet with you? A.—Yes. 

Q.—Did the Executive ever mect 
with yoa on that subject? A.—I was 
not aware that we had an Executive. 


Q.—Well the minutes seem to re- 
fer to an Executive, although ‘the 
Act of incorporation does not author- 
ize an Executive Board, in fact the 
proposed by-law was amended by 
striking out the power to delegate 
business to an Executive Committee, 
but apparently they have acted on 
the assumption that there is an Ex- 
ecutive Committee. At any rate you 
never met with any Committee, Ex- 
es or other Committee? Ag 

Oo. 

Q.—Did Mr.Gordon ever obtain your 
sanction to any Committee meeting 
and dealing with that contract in your 
absence? A.—I was passing throngh 
Toronto when I understood Mr. Gor- 
don was attending a meeting, and I 
told him then that I did not consider 
that they had any power to hold a 
meeting, as the former meeting had 
adjourned to meet in Winnipeg, and 
that they could not possibly hold a 
meeting here, 

Q.—That is the meeting— As 
On the 21st March. 

Q.—Are you speaking now of the 
Directors’ meeting of the 21st March? 
A.—Yes:; 

Q.—At the end of the Directors’ 
meeting it was noted in this way, 
“The meeting then adjourned to meet 
in Toronto at the call of the General 
Manager.’’ A.—Well, that is not cor- 
rect. 

Q.—That is not what occurred? A. 
—No. 
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Q.—Is that impressed on your mem- 
bry, that (you remember what was 
said at the end of the meeting? A.— 
Yes, most distinctly, and why I had 
it so distinct in mind is that I wrote 
Mr. Wilson, who was Secretary of the 
meeting at the time for a copy of the 
minutes, and I received I think the 
original minutes that he entered at 
the time, and Winnipeg appeared 
where Toronto appears there. 

Q.—In Mr. Wilson’s draft? A.— 
Yes. 

Q.—Wilson being the Secretary who 
sent you his draft of the minutesP 
A.—Yes. 

Q.—And the adjournment there was 
to Winnipeg? A.—Yes. 

Q.—Do you know then how the word 
Toronto is here instead of Winnipeg? © 
A.—No, I have no idea. 


MR. LANGMUIR: Is that _ draft 
to be filed? 

MR. TILLEY: I think probably 
that draft will be mentioned again. 


Q.—Were those particular minutes 
produced at the Winnipeg meeting 
subsequently? A.—No, I do not 
think they were. 

Q.—Were they not produced at the 
meeting in August? A.—No, I do 
not. think it. 


MR. HELLMUTH: The word ‘‘To- 
ronto’’ is not in alignment with the 
other words, if you will look at it. 


MR. TILLEY: Q.—Then Mr. Rog- 
ers, what do you say on that point is 
ers what you say on that point is that 
if your consent was ever necessary to 
the issue of 1,400 shares to Mr. Os- 
trom for his copyright, that that con- 
sent has never been obtained? A.— 
Never. 

Q.—Never been obtained? AL=— 
No. 


Q.—Then the head office having by 
resolution been moved to Winnipeg, 
what next transpired about that? 
Did the company make any effort to 
move up there? A.—Well, they told 
us time and time again that they 
were about to move every week or so, 
and we arranged offices there, and 
made all preparations, and that sort 
of thing, and the office has not been 
moved up to the present time, and 
then I might say the principal ex- 
cuse for delay was that the license 
had not been issued at Ottawa, and 
this having been done on the 19th 
July, I think we got together, those 
interested in the west, and decided we 
should take some definite action, and 
by request of three or four, I think 
it is, of the Directors, a notice was 
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issued for a meeting there on the 10th 
of August. 

Q@.—You then considered the right 
of some Directors to call a meeting? 
A.—Yes. 

Q.—And you found that it required 
three or four Directors to issue the 
notice, and you issued one accordin’- 
Jy? A.—Yes, 

@.—lTor a meeting of Directors at 
Winnipeg on what date? A.—On the 
10th of August. 

@.—It is said that the Directors 
met in Winnipeg on the 9th August? 
A.—I did not know that. I have 
heard that since I came to Toronto. 

@.—Did you get any notice of that 
meeting on the 9th? A.—I think we 
did, just the same day it was being 
held. 

Q.—You got a notice the same day 
it was being held? A.—Yes. 
in ape you attend the meeting? 

i—No 

Q.—Why not? A.—Well, we called 
the meeting for the: day following, 
and some of our Directors had not 
received the notice at all. 

@.—So that you attended the meet- 
ing on the 10th August and not on 
the 9th August? A.—Yes. 

Q.—Did you know that a resolution 
was passed on the 9th August at what 
was said to be a meeting on the 9th 
transferring the head office back to 
Toronto? A.—I did not know that 
till this morning, I heard that this 
morning. 

@.—There was a long meeting on 
the 10th? A.—Yes. 

Q.—And was it adjourned to the 
lith?. © A.—Yes. 

Q.—But nothing was said during 
the meeting on either day as to a 
change of the head office from Win- 
nipeg to Toronto? A.—No. 

Q.—There was some question raised 
at the meeting on the 10th as to the 
qualification of some of the Directors, 
was there not? A.—yYes, that was 
discussed. 

Q.—What was the question in issue 
there? A.—Well, some of the Di- 
rectors who were elected at our gen- 
eral meeting on the 21st March did 
not appear as Directors according to 
the report. 

Q.—That is to say in the list of Di- 
rectors elected as you say, they were 
elected at the meeting of the 21st 
March, the minutes do not contain 
their names? A.—No. 

Q.—What persons do you say were 
elected whose names do not appear 
in the minutes? A.—I think there 
was a Mr. Burns, and a Mr. Lane of 
Calgary, if I remember rightly. 
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Q.—And any others? A.—Not that 
I remember of. 


Q.—Here are the minutes of the 
21st March at page 17 of the Share- 
holders’ Minute Book and those two 
names do not appear. Can you say 
what names are on the list who were 
appointed, according to your recol- 
lection ? A.—We discussed that in 
Committee, and there were the names 
of Mr. Desauliners and Mr. Brunet. 


Q.—Of Montreal and Quebec? A. 
—I do not know where—both Mont- 
real I think. 


Q.—Those two persons whose names 
are on the list as appointed according 
to the list you say were not appoint- 
ed at the meeting? A.—I do not 
think so, not according to the copy 
of the names we had as being elected 
on the 21st March. 


Q.—And are you referring again 
to the draft minutes produced by Mr. 
Wilson, or sent to you? A.—Well, I 
am referring—I think we had there 
a copy of the list of Directors elected 
on the 2lst March as made out by 
Mr. Ostrom. . 

Q.—When did you have that? At 
Winnipeg? A.—Yes. 

Q.—Did it agree with this list in 
the minutes? A.—No. 

Q.—At the meeting in Winnipeg 
Mr. Ostrom produced a list which was 
correct, do you say? A.—We had a 
list he had given us at Winnipeg some 
months before. 

Q.—You had a list prepared by Mr. 
Ostrom, and which was the list— A. 
—As we understood to be correct. 

Q.—And that does not agree with 
the minutes either? A.—No. 

Q.—Was there any other question 
raised at the Winnipeg meeting as to 
the personnel of the Board of Direct- 
ors? A.—Well, some objection to one 
or two Winnipeg Directors who had 
not paid their calls, who had gone in 
on the strength of the head office go- 
ing to Winnipeg, and were prepared 
to pay their money and become Di- 
rectors in that sense. 

Q.—One or two Winnipeg Direct- 
ors had subscribed on the understand- 
ing that it was to be a company with 
the head office at Winnipeg? A.— 
Yes, 

Q.—And they were objecting to pay 
unless that resolution was carried out? 
A.—That was it. 

Q.—They were prepared to pay 
when the head office came to Winni- 
peg? A.—Yes. 

Q.—And unless the head office came 
to Winnipeg they would not pay? A. 
—Yes. 
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Q.—What Directors were those? A. 
—Well, I know Dr. Rogers was one, 
and I am not sure—I do not know 
whether Mr. White paid or not—I 
am not sure. 

Q.—How was that matter settled 
at the Winnipeg meeting—and of 
course that would be on the 10th, be- 
cause there was no discussion on the 
9th at all; that was a very harmon- 
ious meeting, although you cannot 
speak of it, but at the meeting on the 
10th, was there any other matter that 
was discussed? A.—Well, we discuss- 
ed—oh yes—we discussed a good deal 
of the correspondence that had taken 
place of course. 

Q.—About moving the head office? 
A Yes; 

Q.—The suggestion being that the 
General Manager was not sincere in 
his— A.—That was the implied sug- 
gestion. 

Q.—And he was excusing his delay 
on one ground and another? A.— 
Yes. 

Q.—Omitting that feature—because 
probably there is nothing much turns 
on that now—what discussion took 
place as to the 1,400 shares for his 
copyright? Do you remember that? 
A.—Well yes, that question was rais- 


ed, and Mr. Gordon was asked if any . 


of this stock had been issued, and he 
made a very positive statement that 
it had not, but he found some days 
before, when he was signing some 
stock, that he had signed 90 shares 
of this stock, not knowing that he was 
signing it, and that it was not going 
into effect. 

Q.—He told you he had signed some 
shares— A.—Signed them by mis- 
take. 

Q.—And that as a matter of fact 
the transaction was in the same shape 
that it was on the 21st March at the 
shareholders’ meeting? A.—Exactly. 

Q.—Nothing had been done to pre- 
judice the shareholders? A.—No. 

Q.—Mr. Ostrom was there? <A.— 
Yes. 

Q.—Was the Vice-President there? 
A.—Well, I am Vice-President. 

Q.—I! js thought, thay: Mr. Graham 
was Vice-President? AS hey 2nd 
Vice-President, I believe. 

Q.—Was Mag. Graham there at the 
meeting? A.—Yes, I think so. 

Q.—And did either Mr. Ostrom or 
Mr. Graham make any statement to 
the contrary as to the 1,400 shares? 
A.—No. 

Q.—It appears that at page 156 
there is a resolution at a meeting of 
the Executive Committee, which seems 
to have been composed on that day 
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of D. M. Gordon, M.P., T. Marshall 
Ostrom, D. W. Livingstone, and T. 
H. Graham, and that that Committee 
passed a resolution reciting the pur- 
chase of copyrights, passed by the 
provisional Directors on March 9th, 
and read and confirmed by. sharehold- 
ers on March 21st, but that is not 
correct? A.—No. 


Q.—As these minutes show, that is 
not correct, because the amendment 
carried and it was not confirmed on 
the 21st. It says, ‘‘And referred to 
the Executive Commmittte, 5th April, 
1906, at which meeting a minute was 
moved and carried that the same 
would be dealt with by the Executive 
at their next meeting.’’ That is not 
quite correct. ‘‘And whereas it was 
understood that when the Executive 
would deal with this minute confirm- 
ing this matter the Hon. Robert 
Rogers would be present, as he in- 
formed the Managing Director he 
would be present, but the Managing 
Director, fearing Mr. Rogers would 
not be able to attend on that day, 
postponed the meeting to this date, 
April 12th, and whereas owing to the 
urgent necessity of getting ready and 
forming our policy, and settling the 
suit which is now pending, the Ex- 
ecutive have decided that they must 
deal with the copyright plan.’’ And 
then it confirms the purchase. Then 
there was some discussion as to an 
amendment of that, but it was left 
in that shape. Now you did not know 
of that action of the Executive Com- 
mittee, or what was called an Execu- 
tive Committee? A.—No. 

Q.—On the 10th of August? A.— 
No. 

Q.—Possibly did not know of it un- 
til A.—Later on I heard it. 

Q.—When did you hear i1tf. A, 
Oh, I do not remember. Sometime 
after when I spoke to Mr. Gordon 
about it he told me he was not pre- 
sent when any resolution was passed. 


MR. LANGMUIR: Q.—Mr. Rogers 


‘was present at the meeting on the 


10th? Ae=Yes: 


Q.—Can you recall whether the min- 
utes of the preceding meeting of the 
Board were read on that occasion? 

MR. TILLEY: The minutes of the 
meeting of the 9th? A.—No. It was 
not suggested there that a meeting 
had been held on the 9th even. 

MR. TILLEY: As I understand 
from you, and from going over the 
shorthand notes of what took place on 
the 10th and the 11th there was noth- 
ing said at all about the meeting on 
the 9th. That was intentionally kept 
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quiet one would think. 
never mentioned. 


MR. LANGMUIR: Q.—You -are 
perfectly certain the minutes were 
not read? A.—Oh no. Such a thing 
as a meeting was never suggested. 


MR. TILLEY: Then in the same 
way you do not know of course that 
the stock certificates had actually 
been issued? A.—No. Well we 
asked Mr. Gordon of course. This 
question had been asked him, and he 
stated positively that he had not, 
that he had signed 90 shares by mis- 
take. 

Q.—And they were cancelled? A. 
—Yes. 


Q.—It turns out the 1,400 shares 
had been issued, some signed by Mr. 
Gordon, and some by Mr. Graham? 
A.—That is all news to me. 

Q.—Have the shareholders at any 
time ratified the agreement with Mr. 
Ostrom relating to his remuneration? 
A.—No, not that I know of. 

Q.—The Directors on the 9th ap- 
parently approved of his agreement, 
but it was not delegated by the Di- 
cee: to the shareholders? A.— 

O. 

Q.—And it has never been up sub- 
sequently for confirmation by the 
shareholders? A.—We have had no 
meeting since that. 

Q.—And if the agreement with the 
Directors for payment of the remun- 
eration to him requires the confirm- 
ation by the shareholders it is still 
incomplete? A.—Still incomplete. 

Q.—When did you know that the 
company was issuing policies? A.— 
Well I cannot say when. I do not 
understand how they are issuing pol- 
icies yet. 

Q.—Why do you put it that way? 
A.—For the simple reason that when 
we had our annual meeting on the 
21st March everything was left in 
abeyance to be settled and decided 
upon at a meeting to be held in Win- 
nipeg. which was never held till the 
10th August, and then no action was 
taken further than the arrangement 
for the immediate removal of the 
head office there, when the matter of 
business connected with the company 
would be taken up, and any business 
in my judgment carried on since the 
2ist March is entirely illegal. ~* 

Q.—As between the Directors and 
its manager you mean, at any rate? 
A.—¥es. 

Q.—It was never intended that the 
active operations of the company 
should be started in Toronto at all? 
A.—Never. 
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Q.—And it was a surprise to you 
when you found they were actually 
issuing policies before they got their 
head office established in Winnipeg > 
A.—Yes. I am not clear on this, but 
I think that question was asked Mr. 
Gordon in Winnipeg, and he assured 
us that no policies had been signed. 
I am not clear on that. 


Q.—In referring to the 1,400 paid 
up shares, I think I have been us- 
ing the same expression, and I think 
probably Mr. Rogers has. What you 
mean, and what I mean, if I may 
make my statement at the same time, 
it is 1,400 shares with 10 per cent. 
paid on the shares—paid up to the 
extent to which calls are paid on 
other shares? A.—Yes. 

Q.—Making $49,000 stock? A.— 
Yes. 

Q.—And the other $1,000 was cash 
according to the arrangement? A.— 
Yes. 


THOMAS H. GRAHAM, § sworn. 
Examined by MR. TILLEY :— 

Q.—What position do you hold in 
the Monarch Life? A.—Well I am 
supposed to be elected since the last 
meeting of March 2Ist as 1st Vice- 
President. 

Q.—What do you say? A.—I was 
on the 21st March elected Ist Vice- 
President. 

Q.—On March 21st you were elec- 
ted 1st Vice-President? A.—Nom- 
inated by Mr. Ostrom, and seconded 
by D. W. Livingstone, and then it 
was read by Mr. Gordon to that ef- 
fect, and there was some misunder- 
standing since, I do not know how 
it occurred. 

Q.—There is some misunderstanding 
as to whether you or Rogers is the 
Ist Vice-President, and which one is 
second? <A.—Yes. 

Q.—You have been acting on the 
assumption that you were the first 
Vice-President ? A.—Yes, because 
that is the way it was read to me at 
the meeting on the 21st March. 

Q.—You have been acting on that 
assumption too when you signed your 
name? .A.—Yes. 

Q.—You have signed as the Ist Vice- 
President ? A.—yYes, 

Q.—Did you come into the com- 
pany at Mr. Ostrom’s request? A. 
—Well, partly his, and Holmstead’s, 
the lawyer. 

Q.—Holmstead the lawyer and Os- 
trom both spoke to you about going 
into the, company? A.—Just over 


the ’phone. 
Q.—So that it did not take long to 
decide it? A.—No sir. 
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Q.—Were you acquainted with Mr. 
Ostrom before? A.—Very slightly, 
just met him once or twice. 


Q.—And you could not be regarded 
then as an intimate friend of his? A. 
—No sir. 


Q.—To what extent have you been 
called on to sign documents for the 
company? Have you ever been ask- 
ed to sign except in regard to docu- 
ments in which Mr. Ostrom was in- 
terested? Outside of that have you 
ever been asked to sign? A.—No. 


Q.—You have never signed anything 
at all except where Ostrom was inter- 
ested? A.—That is for the company. 


Q.—You have never signed as an 
officer of the company any documents? 
A.—I do not remember. 

Q.—Unless the document was with 
Mr. Ostrom personally; is that right? 
A.—I do not remember of anything. 

Q.—I see that you sign one or two 
agreements, and some stock certifi- 
cates? A.—Yes. 

Q.—They were in favor of Mr. Os- 
trom personally; you knew that? A. 
—Some of the stock, yes. 

Q.—Some of the stock was? A.— 
The certificates. 

Q.—Did you sign any stock certi- 
ficates that were not in his favor? 
Aj Yes. 

Q.—You signed some that were 
not \ »A.—Yes: 

Q.—In whose favor were they? A. 
—I could not say. 

Q.—Were they in blank? A.—No, 
they were filled in with the name of 
the person. 

Q.—But you do not know in whose 
Tavore. 7 A NO! 

Q.—Do you know how many? A. 
—I could not tell you that. 

Q.—Did you ever sign stock certi- 
ficates on more than one occasion? 
A.—Yes. 

Q.—Where did you sign them? A. 
—In my office. 

Q.—In your office? . A.—Yes. 

Q.—They were sent up to you for 
signature? A.—Yes. 

Q.—Who brought them to you? A. 
—QOne of the subordinates down in 
the office. 

Q.—Not Mr. Ostrom personally? A. 
—No. 

Q.—Did you know they were being 
sent to you to sign? A.—Not until 
they came up. 

Q.—Well vou know why they were 
sent to vou? A.—To be signed. 

Q.—Why they were sent to you in- 
stead of being signed by Mr. Gordon? 
A.—No, I had done that when he 
was absent before. 
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Q.—But did you not know there 
were certificates in the book signed 
by Mr. Gordon in blank so that they 
could be filled in by any person? A. 
—No, I did not know that. 


Owens you remember signing an 
agreement as Vice-President with Mr. 
Ostrom as Manager of the company? 
A.—I may have. 


Q.—That is exhibit 411.— Do you 
remember signing that document? A. 
—Yes. 

Q.—It is the agreement with Mr. 
Ostrom as Manager, dated 21st March, 
1900 °~ sA.——Yes: 

Q.—Do you remember signing that? 
A.—Yes. 

Q.—When did you sign it? A.— 
I do not know just the time. 

Q.—Months ago or weeks ago, or 
days? A.—It is not months. 

Q.—Did you sign it within the last 
week? A.—WNo. 

Q.—-T wo weeks? 
say. 

Q.—Do you know whether that is 
Mr. Gordon’s signature, or is that 
done with a stamp? A.—TI could not 
say that I am sure. 

Q.—Do you know whether there is 
a stamp? A.—No, I could not say. 

Q.—Did you sign this other agree- 
ment exhibit 415? A.—Yes. 

Q.—Did you sign that at the same 
time that you signed exhibit 411? A. 
—I do not know. I could not say. 

Q.—You did not sign many agree- 
ments did you? A.—Those names 
were on before I signed. 

Q.—All the other signatures were 
on both documents before you signed? 
A.—Yes. 

Q.—So that Mr. Gordon had appar- 
ently signed as President when you 
signed as Vice-President? A.—It was 
there when I signed. 

Q.—I should like to know a little 
better just when you signed these 
documents, if I could get that infor- 
mation? A.—I do not remember. 

Q.—Could you say which one of 
them you signed first? A.—I could 
not. 

Q.—You cannot say which one. you 
signed first? A.—WNo. 

Q.—Did you sign either of them 
in the month of March last? A.—I 
could not say. 

Q.—I want to know whether it was 
5 or 6 months ago or 5 or 6 weeks 
ago, of 5 or 6 days ago that you sign- 
ed these documents? A.—I could not 
say. 

Q.—You remember the signing of 
them 7 A= 1 remember signing them, 
I could not say jusv when. 


A.—I could not 
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Q.—I am not asking you just when. 
I am asking you to fix it as well as 
you can. You can tell whether they 
were signed in the month of March 
or August, or possibly September? A. 
—It may have been in August. 

Q.—Is it not+a fact that it was 
in August? A.—Well, I do not know. 
I signed a good many papers. 

Q.—You did not sign a good many 
agreements, these were signed after 


you came back from Winnipeg? A._ 


—I do not know. 

(Q.—Tell me the best you can on 
that subject. They were not signed 
before you went to Winnipeg, either 
one of them? A.—Not that I remem- 
ber of. 

Q.—Is it not your recollection that 
they were signed after you came back? 
Is that not your recollection? A.— 
It would be after I came back. 

Q.—That they were both signed? 
> A: —SVes, 

Q.—Was it sometime after you came 
back? A.—I do not know how long 
1t was. 

Q.—Did you come back with Mr. 
Ostrom? A.—No. 

Q.—Did you come back before him? 
re left Winnipeg on Saturday at 

Q.—That would be Saturday after 
the 10th, after the meeting? A.— 


Yes. 
Q.—In the evening? A.—Yes. 
A.—I do 


Q.—When did he leave? 

not know. I did not see him from 
the afternoon about 8 or 4 o’clock. 
The last time I saw him he was in 
a carriage. 


Q.—How soon did you see him af- 
ter you came back.to Toronto? A. 
—Not until the meeting. 

Q.—When did you have the meet- 
ing? A.—The bank meeting. 

Q.—Are you connected with the 
Monarch Bank? A.—Yes. 

Q.—So that you did not see ‘him 
until you had some meeting of the 
Monarch Bank. When was that held? 
A.—I do not know exactly what 
date. It was on a Wednesday. 

Q.—In August? A,—Yes. 

Q.—Towards the end of August? 
A.—Could not say just when. 

Q.—You will be able to get that 
date for us if it is material, will you? 
Al] Yes. 

Q.—The bank records will show 
that? A.—Yes. 

Q.—Had you signed these agree- 
ments at the time of that bank 
meeting? A.—wNo. 

Q.—You had not signed them at 
the time of the bank meeting? A.— 
No, I did not sign them there. 
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Q.—And they had not been signed 
up to that time? A.—I could not 
say. 

Q.—You cannot say whether you 
had signed up to that time or not? 
A.—No, or whether it was just af- 
ter the meeting. 

Q.—It was sometime about the 
meeting? A.—Yes. 

Q.—Had you signed the stock cer- 
tificates up to that time? Looking 
at these stock certificates you see a 
lot of them are signed with your 
name, T. H. Graham. This is No. 17 
for 100 shares, dated 12th January, 
1906? A.—I signed that away back. 

Q.—Do you remember why you 
signed that? A.—Because I 

Q.—Were you first Vice-President 
before March? That’ is January, 
1906? You were not Vice-President 
then? A.—No. 

Q.—So that you could not have 
signed that as First Vice-President 
before March, could you? A.—No. 
I was not Vice-President up to the 
21st March. 

Q.—You were not Vice-President up 
to the 21st March, and therefore that 
must have been signed after the 21st 
March; is that right? A.—yYes. Af- 
ter that meeting I was  Vice-Presi- 
dent. 

Q.—You would not sign as Vice- 
President before you were appointed? 
A.—Not likely. 

MR. KENT: I would like the wit- 
ness to say whether he did or not. 


WITNESS: I did not. 


Nie chin Yo O- We “want! "to 
know whether you did or did not sign 
as Vice-President before the meeting 
of the 2lst March, either lst or 2nd 
Vice-President? A.—2nd Vice-Presi- 
dent. 

Q.—You signed as 2nd Vice-Presi- 
dent? A.—Yes. 

Q.—That is before March? <A.— 
Yes. 

Q.—But you never signed as lst 
Vice-President until after March? 
‘AS fedo snot. think so. 

Q.—Can you not say definitely? A. 
—I do not remember. 

Q.—You have not signed very much. 
There must be a lot of certificates we 
cannot find if you have? A.—I could 
not remember. 

Q.—Before March if you signed at 
all it would always be as 2nd Vice- 
President, and after March as_ Ist 
Vice-President. That is so is it not? 
A.—That is right. ; 

Q.—These certificates commencing 
with No. 76 would all seem to have 
been signed at the same time. They 
appear to have been signed at the 
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same time. Would you not think so? 
A.—They look like it. 

Q.—Do you not remember signing 
a great bunch of certificates one 
time? A.—Yes. 

Q.—These are the ones? A.—Yes. 


Q.—How many did you sign that 
time? A.—One lot of 14; 14 and 7; 
14 of 20 shares, and 7 of 50 shares. 

Q.—Did you sign both of those at 
once? A.—Yes. 

Q.—Fourteen of 20 shares and 7 of 
oU you signed at once? A.—Yes. 

Q.—Did you sign any other lots? 
A.—-That is all, 

_Q.—Those were the last. Did you 
sign any other lots of certificates be- 
fore in Mr. Ostrom’s favor? A.——No, 
I do not remember any before. 


Q.—Here we come to the 20 share 
lots. There are 12 twenties here? A. 
—There must be more than that. 

Q.—There must be two more some 
place. And here are the 50’s_ There 
are the seven 950’s. These are 
not signed by you. ‘These are signed 
by Mr. Gordon. We have the right 
number of 650’s, but not the right 
number of 20’sP A.—I thought it 
was as I stated. 

Q.—There may be some in here? A. 
—I was in a hurry and may have 
counted wrongly. 

Q.—You are quite right, there were 
14. I was wrong in counting them? 
A.—Yes. 

Q.—That would be certificates for 
630 shares that you signed? A.— 
Yes. 

Q.—Did you count those at the 
timeP A.—I counted them over to 
see how many there were. 

Q.—Why did-you count them? A. 
—In case I was asked how many I 
signed. 

Q.—Were you to sign 
number? A.—No. 

Q.—Did you know how many you 
were to sign? A.—wNo. 

Q.—Would you have signed 100 
shares if they had been presented ? 
A.—No. not so many as that. because 
I had been in the habit of signing 
of course I signed. 

Q.—They were all] filled out to Mr. 
‘Ostrom? <A.—Yes. 

Q.—Did you notice that they did 
not run in regular order? A.—No, 
I did not notice that. 

Q.—Did you know why they were 
being issued? A.—No, I cannot say 
that I did. 

Q.—Did vou know they were being 
issued for the 1,400 shares? A.—Yes, 
I thought so. 


a certain 
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Q.—You thought they were being 
issued for the 1,400 shares? A.— 
Yes. 

Q.—Had you not been told that 
they were for the 1,400 shares? A. 
-=No- 

Q.—You had heard Mr. Gordon say 
at Winnipeg that those shares had 
not been issued? A.—Yes. 

Q.—And that the shareholders had 
not been prejudiced in any way? A. 
2 =Y es: 

Q.—You heard him tell the meet- 
ing thatP A.—Yes. 

Q.—Then these were presented to 
you to sion after that meeting? A. 
=) On 

Q.—After you came back from Win- 
nipeg? A.—Yes. 

Q.—At the same time that you 
signed the two agreements? A.—Not 
the same time. 

Q.—Shortly afterwards or shortly 
before? A.—These were signed very 
recently. 

Q.—The certificates were signed 
very recently? A.—Yes. 

Q.—Then the _ certificates were 
signed after the agreements? A.— 
Yes. 

Q.—If the agreements were signed 
in August after your return, and these 
were signed more recently, just tell 
me when these were signed? <A.— 
Yesterday morning. 

Q.—Just before the company was 
to be investigated here? A.—At 
about half past nine—about 9.30. 

Q.—Where were they signed? A. 
—In my office. 

Q.—Who took them to you? A. 
—One of the office girls. 

Q.—Which one do you know? A. 
—Miss Moore. 

Q.—Did you get any telephone com- 
munication before they came to you? 
A.—I do not remember. 

Q.—Did you hear from them? A. 
—Some person ’phoned to find out if 
Miss Moore had left my office. 

JUDGE MacTAVISH: Q.—Mr. Til- 
ley wanted to know whether you made 
any communication with the Mon- 
arch office by telephone before you 
signed the certificates yesterday morn- 
ing? A.—Not that I remember of. 

MR. TILLEY: Q.—Do you say the 
only conversation you had yesterday 
morning was the message to know 
whether you were in? A.—No, I did 
not say that. 

Q.—When did you first talk with 
Mr. Ostrom about those certificates? 
A.—I did not speak to him at all 
about that. Now when I remember 
Mr. Ostrom left there in the morning 
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for me, and Miss Moore called for 
them. 

Q.—That is more definite. Mr. 
Ostrom left them with you in the 
morning at half past nine? A.—Be- 
fore that it was. Marly in the morn- 


ing. 
Q.—How early? A.—Nearly half 
past eight. 


Q.—At half past eight Mr. Ostrom 
called with them? A.—When I come 
to think of it, yes. 


Q.—Were you at your store then? 
A,.—My office, no, I got there about 
half past eight and he had gone. 


Q.—Having left these? A.—Then 

Miss Moore came for them. 
- Q.—What message did he leave with 
these? A.—He did not leave any 
message with the boy, but ’phoned 
and told me to sign those. 

Q.—Who ’phoned to you? A.—I 
don’t know who it was, whether it was 
Mr. Ostrom or not. There is so much 
*phoning. 

Q.—You do not have so much ’phon- 
ing as that with Mi. Ostrom? <A.— 
Not with him, no. 

Q.—You do not sign certificates so 
often on telephone messages. Would 
you sign a eertificate on a telephone 
message from some office boy in the 
Monarch office or in some institution? 
A.—No, I don’t know who ’phoned. 

Q.—You must have had some talk 
with Mr. Ostrom before that? A.— 
No, I did not. 

Q.—Didn’t you know those certi- 
ficates were coming up to you? A. 
—Not until he left them there for 
me to sign. 

Q.—Hadn’t you talked with him 
about the possibility of getting them 
signed? A.—No. 

Q.—Didn’t he ‘tell you about the 
Commission going to investigate mat- 
ters? A.—Before I went to Winni- 
peg he sent them up to sign. 

Q.—You refused to sign? A.—I] 
told him I had not time, I was too 
busy, so he took them back. 

Q.—That was what we might call 
a bluff about being too busy to sign 
a few certificates? 
not a bluff. 

Q.—You could endorse that number 
of cheques for deposit in the bank 
before going to Winnipeg? A.—Oh 
yes, but I was too busy that after- 
noon. 

Q.—But you could have signed, your 
name nineteen times if you had 
thought it the proper thing to do? 
A.—I could not do it very well be- 
cause I had a patient I could not 
leave that long,, operating on. 


A.—No, it was: 
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Q.—Didn’t you give Mr. Ostrom an 
excuse so that you would not have to 
sign them before you got back to 
Winnipeg? A.—No, I didn’t say 
that. 

Q.—I am not saying you said that, 
but wasn’t that the fact, were you 
not trying to put him of? A.—I 
don’t know as I was. 

Q.—Was it a clerk that brought 
them to you before you went to Win- 
nipeg? A.—Yes. 

Q.—His clerk could have waited 
until your patient was away? <A.— 
I don’t know. I could not attend 
to him then. 

Q.—You could have signed them a 
dozen times before you went to Win- 
nipeg? A.—No I could not, not when 
they brought them to me at the time, 
just before I was going to Winnipeg 
that day. 

Q.—He was then trying to get them 
signed? A.—Yes, he wanted them 
signed then. 

Q.—Did he ever ask you on any 
other occasion to sign those certifi- 
cates? A.—Not. that I am aware of. 

Q.—Or did he discuss with you the 
propriety of signing them? A.—No. 

Q.—Did you ever say anything to 
him about it? A.—No. 

Q.—You knew that Mr. Ostrom 
wanted to get them signed, didn’t 
you? A.—No, I didn’t know until 
he brought them up here. On Tues- 
day morning, he left them and he 
wanted me to sign them. 

Q.—That. is yester day he left them 
and wanted you to sign them? A, 
—Yes. 

Q.—You knew he was getting some- 
thing done that the shareholders in 
Wininpeg did not want him to have 
done? A.—Oh, I don’t know that. 

Q.—You were at the meeting? A. 
—I was there, yes. 

Q.—And you knew the sharehold- 
ers out there did not want him to get 
those certificates for the present? A. 
—I thought he would have a right 
to them. 

Q.—I am not asking you about 
that. They did not want him to get 
them, leaving out the question of 
right now, that was their position at 
Winnipeg, was it not? A.—I believe 
it was, yes. 

Q.—Now then, that being their po- 
sition at Winnipeg, you knew that 
you were doing something, yesterday 
morning, in signing those certificates, 
that the shareholders in Winnipeg and 
the West did not want done? A.— 
Well, according to the— 

Q.—Something they did not. want 
* done, that is all I am asking you? 
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A.—I do a good many things, per- 
haps— 

Q.—Just this one thing and then 
we will take up others afterwards. 
You knew you were doing something 
yesterday morning that they did not 
want you to do? A.—I don’t know 
as I did. I didn’t think of it in 
that way 

MR. LANGMUIR: Did he submit 
the resolution of the Board, or any 
resolution authorizing these to be 
signed and issued? A.—No, not that 
I remember of. 

Q.—You just simply took it by hav- 
ing them left at your office? A.— 
Yes. 

Q.—And no explanation? A.—That 
is all. 

MR. TILLEY: Did you attend any 
meetings where that agreement was 
discussed after the meeting of March 
when the shareholders met. A.—How 
soon after? The 21st? 

Q.—From that time until now. The 
shareholders met and they decided 
not to adopt the agreement for the 
issue of that stock, but to leave it for 
the {new directors. You remember 
that?? A.—I think I remember that 
there was a motion to that effect. 

Q.—That was the amendment and 
it was carried? A.—Yes. 

Q.—Have you, from that time until 
now, attended any meeting of: any 
Board or any Committee where that 
agreement has been discussed? A.— 
At Winnipeg. 

Q.—Any other? A.—I cannot re- 
member. There was one meeting af- 
ter the 21st. 

Q.—A meeting after the 21st on the 
same day? <A.—Mr. Rogers was to 
attend. 

Q.—At a meeting of the Executive? 
A.—Yes. 

Q.—Was any meeting of the Exe- 
cutiveiever held? A.—There was one 
meeting held and Mr. Rogers was to 
be there and he did not come. I 
think he had to go to Chicago. 

Q.—And that meeting adjourned 
without doing anything? A.—TI don’t 
remember that. 

Q.—What do you remember about 
the meeting? A.—I don’t remember 
it. 

Q.—Was that agreement adopted? 
A.—I don’t remember whether it was 
or not. 

Q.—Do you remember any meeting 
in April, 1906 of the Executive Com- 
mittee? A.—That is the one that I 
think I have reference to that we had 
there, that Mr. Rogers was to attend. 

Q.—These Minutes refer to some 
meetings on the 10th and 12th of 
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April and this one is on the 12th. 
You remember the one of the 12th? 
He was not there and the meeting 
was adjourned until the 12th, think- 
ing he would be there? A.—Yes. 

Q.—Were you present at that meet- 
ing of the 12th?) A.—I was present 
at a meeting when he did not— 

Q.—He did not turn up? A.—He 
turned up but he did not come into 
the room I think. 

Q.—Was that the 10th or 12th? 
A.—I could not say. 

Q.—Was that a meeting at which 
a resolution was passed about that 
agreement or did it stand for a day 
or two? Will you tell me, Mr. Gra- 
ham, leaving that, why he did not 
come into the room, according to your 
understanding? A.—I understood he 
had to go to Chicago. iL 

Q.—Didn’t he take the _ position 
that there was no such thing as an 
Executive Committee connected with 
the Monarch Life? A.—I don’t know 
whether he did or not. 

Q.—Was Mr. Ostrom annoyed that 
he did not come into the meeting? A. 
—Well, he just told us, or some per- 
son in the room told us that he had 
gone to Chicago. 

Q.—Did you ever hear a resolution 
—I don’t want to read it all again— 
it commenced reciting the resolution 
of the Provisional Directorate to 
adopt the agreement and the refer- 
ence of the matter to the Executive 
and stating that Mr. Rogers was te 
be present, but as he did not come to 
the meeting it was decided to ratify 
and adopt that agreement. Were you 
there? A.—Yes, I remember now be- 
ing there during: that. 

Q.—Do you remember that coming 
up for discussion? A.—yYes. 

Q.—Was that passed? A.—I don’t 
remember that. 

Q.—But vou distinctly remember 
that resolution being made? A.— 
Yes. 

Q.—And you were at the meeting? 
A.—Yes, I think so. 

Q.—The Minutes sav you were not 
at the meeting. A.—I was just go- 
ing to say that there is only one or 
two meetings that I have been to, 
since the 21st March. 

Q.—How manv have you been to 
since the 21st March? A.—One or 
two, I think. I may be mistaken 
about that. 

Q.—Did you ever have them ring 
you up over the telephone, and read 
minutes to you and get vou to say, 
that is all right. A.—Well yes. 

Q.—Is that the way the business is 
carried on? A.—No, very seldom. 
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Q.—How many times has that been 
done? A.—Very, very seldom. 

JUDGE MacTAVISH: You se- 
conded a motion by telephone, accord- 
ing to the evidence yesterday, I under- 
stood. A.—Yes. 

MR. TILLEY: And moved some 
more? 

JUDGE MacTAVISH: Do the min- 
utes of that meeting disclose whether 
the doctor was present or not? 

MR. TILLEY: It is given in this 


way: ‘“‘T. H. Graham was called up 
by ’phone and the minutes were read 
to him.’’ Then the resolutions com- 


mence and the first is moved by 
Livingstone, seconded by Graham, the 
next by Livingstone, #’seconded by 
Graham, and another moved _ by 
Graham, seconded by Livingstone. 
You take alternate positions in the 
making and seconding all the way 
through, and the Minutes cover five 
pages. Do you say all those Minutes 
were read to you?) A.—Oh no. 


Q.—And seven resolutions, of which 
you were either mover or seconder? 
A.—They were not all read to me. 


Q.—And I do not suppose that this 
long resolution about adopting the 
agreement for the issue of that paid 
up stock was read to you either? A. 
—No. 

Q.—On what authority then did 
you sign these certificates? A.—Be- 
cause I had been in the habit of do- 
ing it when the President was not 
here. 

Q.—But this was a special case, Mr. 
Graham, because you know there was 
a dispute on between Mr. Ostrom and 
the Western members of the Board of 
Directors, did you not® A.—Yes. 

Q.—You could not be at the Win- 
- nipeg meeting without knowing that? 

A es, 

Q.—It was a case of, keep quiet and 
don’t commit a breach of the peace, 
and some person else to sit down, a 
pretty lively meeting. A.—Very in- 
teresting. | 

Q.—And that being the case, don’t 
you think it was your duty to ask 
Mr. Ostrom to refer you to resolu- 
tions of meetings of directors and 
shareholders authorizing these certi- 
ficates to be issued? A.—As I told 
you before, I had been signing be- 
fore, and I thought it was all right in 
this case. 

Q.—Although you knew you were 
helping Mr. Ostrom to get something 
completed before the Commission sat? 
A.—Not any more than the rest of 
the Board. Just the same _ as the 
rest of the Executive Committee. 
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Q.—That is yourself, Mr. Living- 
stone and Mr. Ostrom. A.—Yes. 

Q.—You see the Executive Commit- 
tee had not the power, they had to 
confer with Mr. Rogers. Now, did 
you discuss with Mr. Ostrom after- 
wards why he sent those up to you? 
A.—No. 

a phy even this morning? A.— 

0. 

Q.—You have not complained of 
his getting you into that position 
with the company? A.—No, I told 
him I was going to tell when they 
were signed, and that is all. 

Q.—Did he ask you not to tell 
when they were signed? .A.—No. 

Q.—What did he suggest to you? 
A.—Well, nothing more than that we 
talked it over. 

Q.—He took you out of the Court 
room? A.—No. Well, he took me 
out, yes. | 

Q.—And the question of telling when 
they were signed, I suppose was hint- 
ed at between you? A.—I told him 
I was going to tell when these were 
signed. 

Q.—You told him you were going 


to tell when they were signed, but 


it took you a long time to get it 
out, did it not, notwithstanding your 
resolution ? A.—Well— 

Q.—Did he make any remark when 
you said that? Didn’t he say it was 
no use doing that? A.—No, he didn’t 
say it was no use. 

Q.—What did he gay? A.—He 
said ‘‘Very well.”’ 

JUDGE MacTAVISH: Your state- 
ment was in answer to something he 
said to you, I suppose? A.—Yes. 

Q.—You did not volunteer that 
statement. What was said? A.— 
He said that he had sent them up 
to me before, and that I did’nt have 
time to sign them and then he sent 
them up after I came back from Win- 
nipeg, do you see? 

MR. TILLEY: He put it this way 
to you, ‘‘I sent them up to you before 
you went to Winnipeg and you had 
not time, and then, after you came 
back, I sent them up?” <A.—Yes. 

Q.—That was supposed to be the 
story? A.—Yes. 

Q.—But you told him you were go- 
ing to say exactly when they were 
signed? A.—Yes. 

Q.—He thought after you came back 
from Winnipeg would be sufficiently 
definite? A.—I don’t know about 
that. 

Q.—That is the idea you took from 
what he said? A.—Well, I didn’t 
think about that at all. I just told 
him what I was going to do. 
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Q.—Was there anything else discus- 
te as to what you were to say? A. 
—No. 

Q.—Have you told us everything 
that took place regarding the execu- 
tion of these stock certificates? A. 
—As far as I know of, yes. 

Q.—And the agreement? A.—Yes. 

Q.—Did he tell you why he wanted 
your name on the agreementsP A. 
—Well, no, I don’t think so. 

Q.—You ought to be able to say 
that, whether he gave you any rea- 
son; here was Mr. Gordon’s name 
on and then he gets your name on, 
why did he do that? A.—Well, I 
didn’t have time to read these all 
over and I didn’t know why. 


Q.—So, therefore, you signed them 
without reading, is that the explana- 
tionP A.—Yes. 

Q.—But nothing at all said to you 
why your name should go on under 
Mr. Gordon’s? A.—No, there was 
nothing said to me. 

—And you asked no questions? 
A.—No. 

Q.—And you did not read the do- 
cuments through? A.—I thought 
they were all right when Gordon had 
signed them, the Managing Director. 

Q.—Are you Vice-President of any 
other institution? A.—No. 

Q.—Are you of the Monarch Bank? 
A.—Just a director. 

Q.—Did you ever hear of a Vice- 
President signing a document after 
the President had signed it, and the 
Managing Director and the corpor- 
ate seal was on it? A.—That is one 
of those? 

Q.—Yes. That is the condition of 
both these documents. Did you ever 
hear of that being done in any other 
case two or three months after they 
are executed to have the Vice-Presi- 
dent put his signature on? - A.—TI 
don’t remember of it. 

Q.—And you don’t know why it 
was done in this case, is that right? 
A.—yYes, I don’t know why. 

Q.—You did it simply because Mr. 
Ostrom asked you? A.—Yes, and 
Mr. Gordon’s name was on. 

Q.—And, I suppose, partly because 
your relations with Mr. Ostrom were 
fairly intimate, because of your being 
on the Bank Board and this Board, 
both being companies he is organiz- 
ing? A.—It; did “noteafectywme in 
that way at all. 

Q.—Can you say what did affect 
you, because, surely something affect- 
ed you to do this? A.—I took it for 
granted that it was all right when 
Gordon’s name, the Managing Direc- 
tor, was on there. 
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Q.—If it was all right why didn’t 
you leave it alone? A.—I had to 
sign it, to complete it. 

Q.—To make it doubly right? A. 
—That is all thank you, Mr. Graham. 

JOHN I. SUTCLIFFE sworn, ex- 
amined by Mr. Tilley: 

Q.—Mr. Sutcliffe you are an audi- 
tor are you not? A.—Yes. 

Q.—Carrying on your business in 
Toronto? A.—Yes. 

Q.—And you have been the auditor 
of the Monarch Life for some months, 
have you not? A.—Since March of 
this year. 

Q.—Were you employed before or 
after the Statement was made up on 
which to get the Dominion license? 
A.—Before. 

Q.—And part of your work, I sup- 
pose, was to prepare the Statements 
for the obtaining of that license in 
a general way without auditing the 
books, possibly? A.—Not quite so 
far as that even; before I was ap- 
pointed auditor, I was appointed by 
the directors to instruct the various 
book-keepers that the Monarch Life 
had in their duties, how to keep the 
books, and I had been doing that up 
to the time of my appointment as au- 
ditor. After that I continued the 
same work, but not to such a great 
extent because the book-keeper was 
then becoming more familiar and it 
was not necessary for me to give him 
very many instructions. 

Q.—Then has your work been of the 
nature of an auditor’s work in cer- 
tifying to monthly statements or has 
it been just simply supervision of the 
book-keeping? A.—Up to March of 
this year my duties were merely to 
supervise the book-keeping; to teach 
the book-keeper how to make proper 
entries of the transactions which he 
told me about; and since my appoint- 
ment as auditor my duties have been 
to vouch those entries that have taken 
place since the inception of the com- 
pany, and at a time—some time not 
yet stated—which would be the finish 
of their first fiscal year, I would then 
be expected to give them a certificate 
as to the correctness of those entries. 

Q.—Then do I understand from you 
that no direct request has been made 
to you yet to give a certificate? A.— 
I have not been asked to give a form- 
al certificate covering the “usual audi- 
tor’s certificate, but I have _ been 
asked to make informal reports on 
several occasions. 

—Have you not been asked for 
more than that, Mr. Sutcliffe? A. 
—It may have been intended that I 
should give more than that, but I 
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never entertained the idea and I 
could not say that it was expected 
of me. 


Q.—I see that you were appointed 
auditor on June 9th, 1905, by a 
forma] resolution. A.—No, on June 
9th, 1905, I was appointed to take 
charge of the company’s books. The 
word auditor could not be mentioned. 


Q.—Let us see the resolution. You 
are quite right, you were ° asked to 
take charge of the books until other 
arrangements be made. A.—Yes. 


Q.—Then on the 7th March, 1906: 
‘‘Moved by Mr. Scott, seconded by 
Mr. Graham, that the General Man- 
ager have a statement of the com- 
pany’s affairs, including assets and 
liabilities, made out and audited, to 
be laid before the shareholders at 
their meeting.?? That would be in 
preparation for the meeting of share- 
holders which was to take place on the 
21st March. A.—Yes, I remember 
that. 


.Q.—You understood that that reso- 
lution had been passed. A.—Yes. 


Q.—Were you asked then to give a 
properly audited statement for that 
meeting of shareholders? A.—I was 
asked to audit that statement. That 
statement was not prepared in time 
to audit, and I wrote them a letter 
stating that I had not time to audit 
it and there were a number of mat- 
ters which would have to be cleared 
up and rectified on the books, before 
there could be any audit. 

Q.—Was that all put in the shape 
of a letter? A.—Yes. 


Q.—Have you a copy of that letter 
here? A.—Yes. 

Q.—Would you let me have it? A. 
—(The witness produces a document.) 

Q.—This a letter written on the 
day the shareholders’ meeting was 
held; it is addressed to Mr. Ostrom, 
and will be Exhibit 421. (Read and 
filed.) Attached to that letter is a 
copy of the book-keeper’s statement. 
Now, Mr. Sutcliffe, what item was it 
that you referred to as not being. de- 
posited in the Company’s bank. A. 
—A sum, an item of $1,500. 

Q.—In respect of what? A.—dAs 
far as my recollection goes it was a 
payment on stock. Possibly it was 
made by a cheque that it was not ex- 
pected would be cashed for some 
time, or it may have been in connec- 
tion with a transfer of stock. I would 
not like to say whether it was a 
transfer of stock or a payment on 
fresh stock. At any rate there was 
the item and it had not been deposited 
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and I asked for an explanation and 
I was told— 


Q.—Can you tell me whose stock it 
was? <A.—It was, I think, in con- 
nection with stock originally held by 
Dr. Forbes Godfrey. 


Q.—That is a number of shares of 
stock held by Dr. Godfrey that were 
afterwards transferred to Mrs. Fife? 
A.—Yes. 

Q.—What was your objection to 
that transaction? A.—The Bank did 
not show that the money was deposit- 
ted? 

Q.—Whose money, 
A.—Dr. Perfect’s. 

Q.—Dr. Perfect’s cheque in respect 


whose cheque? 


of Dr. Godfrey’s stock? A.—It was 
then Mrs. Fife’s stock, presumably. 
The transfer had not been properly 


made and I wanted the whole matter 
cleared up. 

Q=_Ofse* the )transfer.;’ .A.—Well, 
there should be a transfer book kept 
by the company giving the particulars 
of each transfer. This transfer was 
not recorded on the company’s books 
and I wished that done. 

Q.—The only reference to the trans- 
fer would be in the Minutes? A.—I 
think the minute authorised that 
transfer, yes. 

Q.—That is the minute on page 
146? Apparently it was first on the 
2ist March, 1906, a meeting of the 
directors held before the sharehold- 
ers’ meeting,’ ‘‘it was resolved that 
the assionment of stock being 100 
shares upon which $500 had been paid 
on stock and $1,250 on premium by 
Dr. Forbes Godfrey to Minnie Flor- 
ence Fife, is hereby consented to and 
ratified and confirmed, such assign- 
ment having been executed by Dr. 
Godfrey on 3lst May, 1905 and ac- 
cepted by Mrs. Fife on the same 
date.’’?’ That is where the date 3lst 
May enters into it. Apparently the 
transaction was supposed to have 
been put through on the 31st May, 


1905. A.—Possibly. I do not recall. 
Q.—Some previous date anyway? 
PAs Ss 


Q.—And vou say that after the sup- 
posed transfer to Mrs. Fife there was 
a cheque outstanding amounting to 
$1,500. A.—The way I looked at it 
was, there was $1,500 which should be 
in the bank and which was not in the 
bank and I understood it was in con- 
nection with that stock; I was satis- 
fied at the time that it was in connec- 
tion with that. 

Q.—Is this the account? Dre 
Forbes Godfrey it is headed, and then 
‘transferred to M. F. Fife.”’ Is that 
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the stock? A.—This is the account, 
Dr. Forbes Godfrey’s account, and 
that is the allotment. 

Q.—Originally it is entered an al- 
lotment of 50 shares? <A.—Yes. 

Q.—And then the 50 is simply struck 
out with ink and 2 put above it; then 
the figure 2 is first in the column and 
that is struck out and 50 put in? A. 
—This is in Mr. Ostrom’s writing 
here and he mistook the columns, that 
is all, and I just changed the columns. 

Q.—Is that word ‘“‘allotment’’ >in 
Mr. Ostrom’s writing? A.—No, that 
is my writing, to make the entry 
clear. 

Q.—Then Mr. Ostrom had simply 
made a mistake in the columns? A. 
a0Y eg, 

Q.—Amount $5,000 and balance ow- 
ing to premium $750. Now, how is 
it that these payments on stock and 
on premium have been so entered and 
erased and then re-entered and so on? 
It is rather odd book-keeping? A. 
—yYes. This entry was made here 
in the same way; it was merely put 
into the book as an original entry, 
whereas it should have been posted 
from the book of original entries, the 
Cash Book. Consequently I had them 
posted properly from the book of or- 
iginal entry and then I audited them 
as correct; paying no attention to 
that. It is just superfluous entries. 

Q.—There is a great deal of eras- 
ing of entries all through the book? 
A.—Not so much erasing of entries. 

Q.—Take Mrs. Fife’s account? A. 
—That has no more meaning there 
then a blot on the book; because there 
should be an entry made here refer- 
ring to the book from which it came. 
This is only an analysis of the entries 
made in the book of original entry 
and this analysis should be posted 
from such books and these entries here 
were made under my instructions pro- 
perly from the books of original entry. 


Q.—But that was at a later date? 
A.—Yes. 

Q.—But originally Mrs. Fife was 
put down as the owner of 100 shares 
with $1,000 paid on the stock and 
with the premium all paid? ©A.—Ap- 
parently. I would pay no attention 
to those as they have no meaning. It 
does not say where they came from. 
It is not an entry of a transaction, 
it is an analysis of the entries of the 
transaction in the books of original 
entry. 

Q.—That is what it is supposed to 
be? A.—Supposed to be, and I would 
not notice that at all. I would have 
them written up properly and audit 
the proper entry. 
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Q.—These are the credits that should 
go in respect of that stock? A.— 
Yes. i 

Q.—And these you can vouch for? 
A.—Yes, excepting this $400. 

Q.—Which is struck out? A. 
This was put first to premium. This 
is a true entry and it has been al- 
tered, changed from premium and paid 
on stock. That is an alteration, a 
changing sof an entry such as you 
referred to a moment ago, but of @ 
different character from those. 


Q.—Do you approve of that way 
of transferring? A.—That is one of 
the matters that has yet to be clear- 
ed up. |, [. dont think, it, isavmiatiet 
of any consequence, but I wanted them 
to have legal advice as to whether 
a payment, having been entered on 
the book as made on the premium, 
could be transferred to the stock. Not 
that I think it is of any consequence, 
but I wanted to know if it would be 
correct from a legal standpoint. 


Q.—Mr. Wilson punts out that non- 
payment of a call on stock makes the 
stock subject to forfeiture; so it might 
make a considerable difference whe- 
ther paid on premium or stock? A. 
—That is what I wished to enquire. 
It is entirely unsettled; I have not 
passed on the item at all under con- 
sideration. . 


MR. KENT: In whose handwrit- 
ing are these first entries that are 
cancelled and changed? 


MR. TILLEY: In any particular 
account? ‘Take Mrs. Fife’s, for in- 
stance. In whose writing are these 
entries, where it shows the stock paid 
up and the premium paid? A.—These 
first entries here, those two lines are 
in Mr. Ostrom’s writing. 

Q.—Mr. Ostrom’s own writing? A. 
—Mr. Ostrom’s own writing. 

Q.—We understood from him yes- 
terday that he never bothered with 
these books? A.—He did not. This 
was the way; he had no book-keeper 
and he attempted to set forth, he ob- 
tained this book and attempted to set 
forth the names of shareholders and 
amounts; not being a book-keeper he 
did not clearly understand how it 
was done. Then the books were sent 
to me and I showed the book-keeper 
how these entries should be made. 
This was not done as a matter of book- 
keeping, it was as if he “ok a sheet 
of paper and set down what was done. 

Q.—You think when Mr. Ostrom put 
$1,000 in a column he would not know 
what that meant? A.—It would be 
very apt to mean 1,000 shares and 
not $1,000 paid. 
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Q.—Has this $1,500 cheque been 
cleared up yet? A.—It has been 
cleared up to this extent that the mat- 
ter I first questioned, the company 
receiving the actual money, and being 
credited by the Bank with that money, 
has been’done. The question is still 
open as to whether proper transfers 
have been made between all the par- 
ties. 

Q.—But the money has been placed 
to the credit of the company? A.— 
Yes. P 

Q.—That is no longer left open? 
A.—No, and I understood and I did 
see a cheque issued by Dr. Perfect 
and which was to be paid at some 
time. 

Q.—What sort of cheque was that? 
One issued and to be paid at some 
time; was it a cheque that was being 
carried and held in the cash book? 
A.—It was a cheque that would be 
put into the bank and presented for 
payment, but returned unpaid and 
charged back. I would not consider 
it payment at all. 

Q.—Was that being carried in the 
cash book? A.—Yes. 

Q.—Some place in the company’s 
safe? A.—Yes. 

Q.—And not being pressed for pay- 
ment? A.—I don’t know about that. 
J presume it was not. 


Q.—Has that cheque been paid? A. 
—I couldn’t say. I think probably 
it was transferred by Dr. Perfect; 
probably he never paid anything and 
the new owner of the stock paid the 
$1,500; I think that is the way it was 
straightened out. 

Q.—Has Dr. Perfect transferred his 
shares? -A.—I have not seen a pro- 
per transfer yet. I understand he 
has transferred those shares. 

Q.—And has ceased to be a share- 
holder? A.—Dr. Perfect had other 
shares besides those. 

Q.—Something was said yesterday 
about a payment of $500 by Dr. Per- 
fect. Was that in relation to the 
cheque or on other stock? A.—No 
connection with this transaction at 
all. This was the Forbes Godfrey 
stock. 

Q.—Which was standing in Mrs. 
Fife’s name? A.—yYes. As I under- 
stand it, it was a transfer that the 
directors desired to have made and 
wanted it landed somewhere else. 

Q.—Why did they want it landed 
somewhere else? Did+ they want to 
get rid of Dr. Godfrey? A.—Possib- 
ly they did, possibly Dr. Godfrey wish- 
-ed to retire. 

Q.—And they were willing to let 
him? A.—I don’t know as to that. 
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Q.—He was a director and had not 
paid for his stock. A.—Oh yes, he 
had paid for the stock. 


Q.—Was there any other difficulty 
about giving an audit of the books on 
the 21st March? A.—I think that 
letter contains the whole of it. I 
could not add anything I think to 
that letter. 


_ Q.—Are there any other difficulties 
In your way about giving an audit 
now? A.—Some of those difficulties 
still exist. That $400 transfer from 
premium to stock should be consid- 
ered. 

Q.—Anything else? A.—There was 
a Statement that was made up by 
one of my staff as at the 3lst May. 
This is the Statement I would refer 
to, not saying anything about the 
audit, because very little has been 
done on the books since the 3lst May 
in the way of an audit. Do I under- 
stand you to mean what objection 
would there be to passing this State- 
ment at the present time? 


Q.—At the present time? A.—At 
the present time I am _ ignorant of 
the condition of affairs. since the 3lst 
May. 

Q.—You have not been checking it 
since the 3lst May? A.—Very little. 
One of my assistants probably have 
done something in the cash _ book, 
something of that sort. 

Q.—I understand you were prepar- 
ing a Statement for a meeting that 
was to have been held to-day and 
that an audited Statement would be 
presented to that meeting to-day. A. 
—I know nothing of it. 

Q.—You are not getting one ready? 
A.—No. 

Q.—Mr. Ostrom told us yesterday, 
I think, that there would be a State- 
ment in a day or two, a_ properly 
audited Statement as of the Ist Sep- 
tember that was now being completed. 
A.—Yes, Mr. Ostrom is right in this 
way; he asked me about a week ago 
to hurry up the audit and _ get it 
completed and I said. I would give 
him a cofffplete list of these things I 
wanted straightened out in order that 
I might be able to give a certificate. 

Q.—Have you given him that list 
yet? A.—No. When we went down 
on Monday to do this work we were 
informed that the Commission was 
meeting this week and that they 
would be too busy to have us working 
on the books this week. 

Q.—Would the transaction regard- 
ing the 1,400 shares of stock for the 
copyright be one of the matters that 
would prevent you giving an  audi- 
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tor’s certificate? A.—If Mr. Ostrom 
was credited with his payments there 
would be certain things necessary for 
me to see, such as an agreement 
amongst the securities of the com- 
pany giving the terms of the payment, 
and that agreement ratified by the 
directors and shareholders. 

Q.—You were preparing the State- 
ment as of the end of March or May, 
which? A.—The end of May. I 
would like to say in regard to pre- 
paring a Statement, it was merely 
putting in a brief form, the informa- 
tion that was then on the books with- 
out reference as to whether it was 
correct or incorrect. 

Q.—Then what position at the end 
of May was the transaction in as to 
the 1,400 shares of stock? A.—It 
was not on the books at all. That is 
it had been on the books and had 
been reversed. 

Q.—It had been on the books twice 
before that and had been reversed. A. 
—I should not be surprised. 

Q.—It was on the books twice and 
struck off twice, and at the end of 
May it was. not on the books? A.—No. 
IT can tell you how the minutes read 
in that respect. I went through the 
minutes. 

Q.—What did you find the minutes 
said? A.—I gathered from the min- 
utes that this transaction was put 
through and properly passed upon by 
the shareholders a year before this 
meeting of March, 1906. 


Q.—The shareholders could not 
pass on anything a year before that, 
because under the Act there is no 
authority to call the shareholders to- 
gether before a certain amount is paid 
in and so on. Before that organiza- 
tion meeting in March the sharehold- 
ers could not do anything because 
under the Act the $62,500 had to be 
paid before that. A.—As a matter of 
fact there was a meeting of  share- 
holders at which this agreement was 
submitted. The shareholders’ meet- 
ing may have been irregular, but 
there was such a meeting and this 
agreement was passed upon nd then 
put upon the books. I have never, 
as I say, audited that, but I knew 
that this was the case. 


Q.—You knew there was a_subse- 


quent entry on the books rescinding 
that? A.—I was going on to say 
there was a subsequent entry rescind- 
ing that, made by the directors on 
the minutes. 

Q.—And with the consent of Mr. 
Ostrom? A.—Yes. 

Q.—So that that took it entirely off 
the books? A.—That took it entirely 
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out. As to any other entries regard- 
the 1,400 shares I have no know- 

ledge except that I have seen an entry 

put on the books and marked out. 

Q.—When making up your state- 
ment for the end of May it would be 
part of your duty to go over the 
minute books? A.—Certainly. 

Q.—And you did go over the min- 
ute books? A.—Yes. 

Q.—Was there any minute in the 
minute books up to the end of May of 
any meeting in 1906, authorizing that 
to go on the books again? A,.—I 
don’t recall that. That was one of 
the things I would examine in look- 
ing over that Statement to see wheth- 
er it was a correct statement or not; 
I would look to see whether all the 
provisions of the minutes had been 
put out upon the books. I have not 
done that. That would be part of 
my duty as auditor to do. 

Q.—But you would know up to the 
end of May, or your man would, that 
there was no minute here of April 12th, 
there could not have been an entry on 
April 12th authorizing that issue of 
stock. Here is an entry which now 
appears in the minutes of the 12th 
April. That could not have been in 
existence, could it? A.—Yes, that 
was in existence. 

Q.—Did you see it? A.—Yes. 

Q.—When did you see it? A.—Oh 
before the 3lst May. 

Q.—What attention did you pay to 
that? A.—Well, in my reading of 
the minutes I remember seeing this 
minute. 

Q.—How could you see that minute 
and still say it was off the books be- 
cause that minute brings it off the 
books again. 

Q.—But I did not say it was off 
the books. ; 

Q.—Yes, I understood you to say 
that it had been cancelled and at 
the 3lst May it was off the books. A. 
—I mean I did not say it ‘should not 
be on the books. Off the books but 
not off the minute books. I am speak 
ing of the books of account and as I 
say that Statement is taken from the 
books of account without reference as 
to whether it is correct or incorrect. 

Q.—If that resolution was there you 
could not disregard it. A.—In audit- 
ing, certainly not. That is one of 
the things that I wished straightened 
out before I could give a certificate. 

Q.—That could not have been treat- 
ed by Mr. Ostrom as a transaction 
which gave him a right to that stock, 
because in the statement to which he 
has sworn, for the Government, in 
June 1906, a couple of months after- 
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wards, he puts himself down merely 
for 600 shares and he would have had 
2,000 shares if these 1,400 shares were 
his? A.—yYes. I was going on to 
say that a moment ago, when I was 
saying what I knew of this transac- 
tion. It was taken off the’ books 
and then there was this minute au- 
thorizing it to be put on the books, 
but it never had been put on the 
books and Mr. Ostrom had never taken 
credit by virtue of this authority. 

Q.—And in the Statement he swore 
to as late as the 26th June he was 
disregarding that minute entirely for 
the purpose of the Government ‘re- 
turn? A.—Entirely. 

Q.—And you were disregarding it 
entirely in any Statement you were 
making up as at that date? A.— 
That I think is hardly the way I 
would put it. In my absence in the 
country a member of my staff was 
asked to go to the office and assist 
the book-keeper in drawing up a 
Statement of what was on the books 
of account. He had no authority 
to go through the minute books and 
to audit a Statement. I did not 
consider it at all necessary. I was 
not asked to audit or certify to any 
Statement in a professional way. To 
add to the book-keeper’s knowledge 
of accounts my man was asked to show 
him how to put the accounts that were 
on the books into shape. 

Q.—Did you see any agreements 
with Mr. Ostrom covering the amount 
of his remuneration, when you were 
going through the books? A.—Yes. 

Q.—What is the basis of his re- 
muneration under his present agree- 
ment? A.—Well, there have been 
more than one. I couldn’t say ex- 
actly for that reason. I could not 
give you the exact terms of the pre- 
sent one. 

Q.—Were you ever shown this 
agreement? A.—I was shown one 
similar to that, if not probably that 
one. 

Q.—Cannot you tell me more de- 
finitely, because I would like to know 
whether there is another document, 
that.is somewhat similar and yet not 
quite the same? A.—Well, I couldn’t 
say as to that. 

Q.—This is dated the 21st March, 
the day of the shareholders’ meet- 
ing? A.—I couldn’t help you there 
at all. I was shown an agreement 
about the time the agreement was 
made. 

Q.—Was it signed? A.—No, I 
think not. 

Q.—Then that cannot be the docu- 
ment. At least it is not now in the 
shape it was when you saw it? A. 
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—Possibly not. I could not say at 
all. But that seemed to be the ar- 
rangement in the agreement I saw, 
unexecuted. 

Q.—You mean to say that the 
amount is the same; you are not say- 
ing that the whole outline of the 
agreement is the same, you have not 
had time to look this over? A.—I 
just saw that the salary was to be 
$5,000 and the payment of a trifling 
—a small amount, say a dollar on so 
many thousand dollars’ worth of stock 
subscribed, or rather insurance sold, 
and that the agreement covered a 
period of years. I noticed those three 
things and those three things are the 
things that I noticed in the draft I 
saw. 

Q.—That trifling amount you speak 
of as a dollar was not to amount to 
more than $25,000 a year? A.—I 
corrected myself about the word tri- 
fling. I would have to figure it 
out before I could say it was trifling. 

Q.—Then did you go over Mr. Os- 
trom’s commission account? A.— 
That is one of the things. I have 
a paper here prepared by my clerk 
and it has been handed ‘to me—it is 
material given to me so that I can 
verify Mr. Ostrom’s whole account 
including commissions, salaries and 
sundries. I have not gone into it 
yet. It has to be done before the 
audit is completed. That is the 
work you see that has been done. It 
is unintelligible to myself. 

Q.—You have discussed it with your 
clerk? A.—Yes. 

Q.—Do you know what items he 
has objected to? A.—He has not ob- 
jected to any item. His idea is that 
there is an uncertainty as to whether 
commissions may or may not have been 
credited twice. I have no reason to 
think that any commissions have been 
credited twice, but I have to verify 
that before I could give a certificate. 

Q.—Can ‘you tell me what commis- 
sion Mr. Ostrom was paid on stock 
issued to Mr. Wilson as paid up stock, 
some 12 shares? A.—There was a 
calculation made as to what the com- 
mission would have been had that 
amount of money been paid on stock 
on which 10 per cent. was paid. 

Q.—That is to say Mr. Ostrom 
thought he should not be prejudiced 
because that stock was entirely paid 
up?  A.—Precisely. 

Q.—He should be paid on 10. times 
the number of shares because the 
money was paid in full in this case? 
A.—Whatever that amount of money 
would be if paid in a regular way, 
he felt he should get a commission on 
that amount of money. 4t least I 
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presume so because I foundea minute 
in the directors’ minute book, author- 
izing that. 

Q.—Mr. Wilson was to have issued 
to him 12 shares fully paid up for 
his services? A.—Yes. 

Q.—And that is spread out fairly 


on the minutes, is it not? A.—Yes. 
Q.—Not hidden at all? A.—No. 
Q.—Perfectly disclosed. Then that 


would be $1,200 paid in and Mr. Os- 
trom wanted to treat that as $1,200 
paid in to the company on stock? A. 
—No. More than that; that would 
be the stock and then there was the 
premium, $25 on each share, that 
would be $1,500. 

Q.—He wanted to treat that $1,500 
as being paid in respect of 10 per 
cent. on stock and 25 per cent. pre- 
mium and then compute the number 
of shares that it would be on that 
basis and then pay his commission in 
that way? A.—That is it. 

Q.—Do you know what it amount- 
ed to? A.—No, but the entry is in 
the journal, and the directors passed 
a minute authorizing it. 

Q.—That you have not objected to? 
A.—No, it is the directors’ business; 
none of my business if they choose 
to pay that. 

Q.—Do you regard it as the direc- 
tors’ business to say what should be 
paid to a director, is not that a mat- 
ter for shareholders? A.—Yes, but 
I am accustomed to pass amounts paid 
to officers of the company by the di- 
rectors, such as managers and agents 
and so forth. 

Q.—For the conduct of the com- 
pany’s business? A.—Yes. 

Q.—And in that way you would 
pass commissions on stock sold? A. 
—Yes, I look for the directors’ au- 
thority for all payments in fact or 
they may give the Manager a blanket 
authority to pay sundry small sums 
and then the larger sums they may 
pass upon and so forth. 

Q.—You have nothing in your mind 
with regard to Mr. Ostrom’s commis- 
sion account that you cannot pass as 
an auditor? A.—I expect to find 
it perfectly satisfactory, but I have 
no knowledge whether it is or not 
until I verify the statements. 

Q.—Did you object to the item of 
$7,000 that he was paying to himself 
as commission on these 1,400 shares of 
stock for the copyrights? A.—I had 
no chance to object to it because he 


wrote the company a letter making. 


the company a present of it before I 
came on. 

Q.—That is a magnanimous way of 
putting it. He surrendered his claim 
to it? A.—I am going by the letter. 


objection P 
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JUDGE MacTAVISH: Did you re- 
gard it as Mr. Ostrom’s property that 
he could make a present of to the 
company? A.—No, I have no opin- 
ion about that at all. 

MR. TILLEY: He was putting 
through a transaction with the com- 
pany whereby he was to get $50,000 
for his copyright? A.—Yes. 

Q.—And he takes in addition $7,000 
as a commission for selling that stock 
to himself? A.—That is the way it 
appeared on the books and then the 
entry was altered before I had a 
chance to say anything about it. 

Q.—I was wondering whether that 
alteration was as a result of your 
A.—wNo. 

Q.—I see here that the commission 
to Mr. Ostrom on Mr. Wilson’s stock 
is confirmed by Minute of the Exe- 
cutive Committee on the 2nd June. 
You have been treating the minutes 
of the Executive Committee as being 
binding on the directors of the com- 
pany, have you? A.—In some in- 
stances. 

Q.—Did you know the company had 
endeavoured in its charter to obtain 
legislation enabling it to delegate the 
powers of the directors and so on to 
an Executive Committee and that that 
was struck out of the Bill? A.—I 
did not know that. 

Q.—But you have been treating the 
Executive as empowered to transact 
the detail work of the business? A. 
—The smaller details, yes. I don’t 
know now to what extent that power 
exists. 

Q.—And you would include in that 
commissions to the Manager in the 
way you have said? A.—Not neces- 
sarily so, 

Q.—Under the circumstance that he 
is getting commission on stock? A. 
—The reason I didn’t go into it very 
fully was that the agreements at that 
time were passed upon by all those in- 
terested in the company at the earlier 
shareholders’ meeting I was speaking 
about, so that the larger covered the 
smaller. 

Q.—Then you credited Mr. Ostrom 
in respect of Mr. Wilson’s stock with 
$214.50 and, of course, that would 
be acting on the basis of this minute 
that the Executive Committee passed ? 
A.—This was an entry put through 
by the Monarch Life staff and the 
actual entry was put in the form I 
advised them. 

Q.—You were consulted about that? 
A.—Yes. 

Q.—The result of that would be 
that the company had to pay Mr. Os- 
trom $214.50, because it settled with 
Mr. Wilson for his services in capital 
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stock instead of paying him in cash? 
A.—I don’t know the figures. What- 
ever the figures are there. 

Q.—$214.50? A.—That was one of 
the entries I was prepared to pass 
on when my certificate was made up, 
yes. 

Q.—But that would be the result, 
that Mr. Ostrom would get $214, be- 
cause Mr. Wilson was willing to take 
stock for his bill instead of demanding 
ecashP A.—Yes. 

Q.—Don’t you think a little tran- 
saction like that, while it is not very 
large is just the sort that you might 
want something more than the Exe- 
cutive Committee, composed of Mr. 
Ostrom and some of his friends, to 
pass on?  A.—When transactions 
were not of very great importance | 
would be satisfied with an Executive 
Board, duly appointed by the whole 
Board of Directors of any company, 
yes. 

Q.—Then while the $7,000 commis- 
sion was rescinded on the basis of 
Mr. Ostrom’s letter, abandoning it, 
at page 93 of the journal, it appears 
that he got on that 1,400 shares a 
commission of $700, 50 cents a share. 
Did you notice that? A.—That 
would be one of those commission 
items not yet verified. 

Q.—That could not be allowed to 
stand now, could it? A.—I could not 
say off hand. If the directors say 
absolutely that Mr. Ostrom is entitled 
to receive 50 cents a share on every 
share of stock sold by the company I 
would have to pass it. JI would have 
to consider it. 

Q.—That is to say if they pay 50 
cents a share on stock sold, you 
would treat that as applicable to a 
transaction where they are dealing 
with the man himself under a special 
contract issuing to him capital stock 
for certain assets? A.—No, I think 
I would want it referred to in that 
resolution, 

Q.—And that has not been done 
yet? A.—I would probably ask that 
to be added in a subsequent resolution, 
covering a point like that. 

Q.—What is the date of that? A. 
—January 3lst this year. 

Q.—Was that transaction on the 
Dooks at that time? A.—I can tell 
by the later entries, perhaps. I mean 
I might see some entry later on that 
I knew was there then. ‘TJazier’s 
account was made up at the end of 
each month and he comes afterwards 
so I presume this was there at that 
time. 

Q.—Why have you any doubt as to 
whether that entry was there in its 
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regular order? A.—Because all those 
entries are dated the 8lst January 
and they may be put in to clear up 
January business, maybe in the middle 
of February possibly, or March. 
Q.—Do you think it is a proper 
way of keeping the books to leave 
them in such shape that thy can put 
in entries after the end of January, 
even in the months of February or 
March? A.—Certainly not in theory. 
In actual practice you are sometimes 
called in to instruct the book-keeper 
how to make clear on the books tran- 
sactions that he does not know how to 


- put on the books and how he should 


express the minutes. 


Q.—You say that would be a ne- 
cessity arising somewhat out of the 
employment of a book-keeper not too 
skilled in his work and who might 
have to hold things until the auditor 
would come? A.—Well, all book- 
keepers in this country are accustom- 
ed to look to the auditor as a skilled 
accountant to give them hints as to 
the best way. They might do it 
themselves quite as well, but they pre- 


_fer to leave it to the auditor and ask 


him the best form in which to put the 
entry. 

Q.—Here are six or seven pages 
ruled out with lead pencil. A.—I did 
that. I ruled it out to show that it 
should not be written upon. My par- 
tial audit had extended that far and 
I crossed it out so that there would 
be no further entries made _ there 
while I was working on the books. 

Q.—These entries in the end were 
put in probably to close up the March 
business? A.—Yes. 

Q.—And you did not need_ these 
pages? A.—No. That would pro- 
bably be done a month later when 
there was no further March business 
to go. 

Q.—At the end of April there are 
pages left again. A.—The same 
thing would apply. 

Q.—And you cancelled those. Were 
those pages left with your  instruc- 
tions? A.—They were left with my 
permission, some of them at least, be- 
cause I find in all my audits that 
when I call on the 15th of the month, 
the book-keeper has omitted to enter 
some transactions which actually took 
place and which should appear on the 
date on which the transaction took 
place. I would ask him to put those 
entries there and would show him 
how to make those entries and then 
close the book finally. 

Q.—Should not the books contain 
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a correct history of the transactions? 
A.—Certainly. 


Q.—Not only in respect of the trans- 
action itself but in the date in which 
it was made? A.—Certainly. 


Q.—Can you get that in any other 
way than by putting them in in the 
order in which they were made? A. 
—Sometimes an entry can be made in 
June about January business and set 
it forth in detail. Sometimes it is 
not necessary to go-to so much 
trouble. 


Q.—In an insurance company ap- 
parently the journal is the book of 
original entry. A.—At the time 
those entries were made it was merely 
@ company not transacting an in- 
surance business. It was like any 
other business enterprise, just record- 
ing the transactions that were tak- 
ing place. It was proposed to put in 
an entirely new set of books, journals 
and otherwise, as soon as they started 
doing the business of an insurance 
company. 

Q.—One would hardly think that 
would be satisfactory. Here are two 
entries for August on page 167 and 
three or four for July on 161 and 
those are the only entries between 
pages 149 and 167 of the book. A.— 
Nothing more than a very lavish use 
of paper. There is no object in it. 

Q.—Except that in a book of ori- 
ginal entry one would think that was 
not a very exact way of leaving it. 
A.—While it is a book of original en- 
try, it 1s not so in the same sense as 
a cash book is where the pages are 
numbered and ruled off to prevent 
other entries being put in. The 
journal is often used to put a cross- 
entry in to explain some transaction. 

MR. LANGMUIR: Has it come to 
your knowledge that the interest on 
certain notes given for stock has not 
been paid? A.—Yes. 

Q.—Did you bring that to the at- 
tention of the directors in any way? 
A.—In bulk that is, I have said that 
those matters want to be adjusted 
and if certain parties are to be ex- 
See there should be an authority for 
it. 

MR. KENT: It was stated yester- 
day, Mr. Sutcliffe, that these blank 
pages were so left blank in accord- 
ance with your instructions, is that 
a fact or not? A.—Rather in accord- 
ance with my permission. That is 
the book-keeper would telephone me 
that he wanted to go on with the 
July business and make his entries 
and I had not been there to audit and 
he had not got his trial balance out 
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for the May business. I would say, 
leave enough space at the end of May 
to make any entries that I may have 
to ask you to make after the audit, 
and it would be left in that way on 
my authority. 

.—In July we have four entries. 
A.—Of this year? 

Q.—The year is not put. A.— 
Wherever I notice its absence and I 
usually do, I ask that it be put in. 

JUDGE MacTAVISH: That would 
be July of this year, because if it 
were last year you would have noticed 
it. A.—Yes, I have not seen it. In 
the work I have gone over the year is 
in. 

MR. KENT: There are four en- 
tries for the month of July; then fol- 
low five blank pages. Have you 
thought it was necessary that five 
blank pages should be left although 
the month had only required, so far, 
four entries? The book-keeper stated 
yesterday, they were left in accord- 
ance with your instructions and I 
had some doubt about it. A.—He was 
right in this sense, that back here, 
when I was called monthly, I would 
tell the book-keeper that I would, no 
doubt, find some things to correct in 
his work and I would expect him to 
make additional entries to correct 
his work so as to complete that month 
and) he might leave some space. Get- 
ting into the way of that he would 
do it, probably, habitually, and then 
get leaving more and more space. I 
don’t see any earthly necessity for 
leaving all that space. 

Q.—You see no other reason than 
simply leaving too much rather than 
too little space. A.—I ‘am satisfied 
there is no other reason. 

MR. TILLEY: I think that is all I 
have to ask Mr.: Sutcliffe, but I would 
like to keep this document during the 
noon adojurnment to see whether I 
want to put it in. The company has 
another copy. but the Commission 
has not, and I would like to look it 
over during the noon adjournment. 

(Adjourned to 2.15 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 p. m., September 5th, 


1906. 

STEPHEN VAN SICKLE, sworn, 
examined by 

MR. TILLEY: How long have you 
been the book-keeper of the Monarch 
arch Life Co.? A.—I came to the 
Monarch Life I believe about 18th 
February last, 1906. 

Q.—Were vou a book-keeper before 
that? A.—Yesiesir, 
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Q.—So that you were qualified to 
take charge of the books at once? A. 
—Well, in as far as any book-keeper 
I believe going into an entirely dif- 
ferent company. 


Q.—I suppose you would have to 
take some time to get accustomed to 
the particular set of books you had 
to keepP A.—Yes. 

Q.—Any book-keeper would? A.— 
Yes. 

Q.—Had you been keeping books in 
an insurance company before? A.— 
I was in an insurance company about 
two years. 


Q.—So that you had had some ex- 
perience with books of that nature? 
A:—Yes ‘sir. 

Q.—To what extent were the books 
placed under your control and juris- 
diction when you became _ book-keep- 
er? A.—I understood they were to 
be under my control subject of course 
to Mr. Sutcliffe as 


Q.—As auditor? A.—Well, yes. 

Q.—Or supervisor, if you prefer 
that word? A.—Yes. 

Q.—Was that arrangement carried 
out absolutely or did Mr. Ostrom in 
any way interfere with your keeping 
of the books? A.—No sir, I think 
not, not that I can remember of. 


Q.—You were given a free hand in 
the keeping of the books? A.—Yes. 

Q.—Did you prepare a_ statement 
for the end of May when the company 
was seeking a license? A.—I assisted 
on that. 

Q.—Did the company ever take out 
any license for Ontario, do you know? 
A.—Not to my knowledge sir, I be- 
lieve not. 

Q.—Did you ever have any discus- 
sion with Mr. Ostrom as to the neces- 
sity for registration in Ontario? A. 
—I believe there was something said 
to that effect, but that was quite 
lately, possibly within the last month. 

Q.—What was the nature of the 
conversation you had then? A.—I 
believe it came, it might be possibly 
more than a month ago, in regard to 
the licenses for all of the Provinces 
I believe it came in in that way. ~ 

Q.—You understood there was 
necessity to register in Ontario? A. 
—Yes sir, I understood that myself. 

Q@.—And did you bring it to- Mr. 
Ostrom’s attention or did he hear of 
it from another source? A.—I could 


not say as to that because as I said | 


before I believe it first came up be- 
tween us when we were talking about 
licenses for all of the Provinces, I be- 
lieve that was the time. 


Monarch Life. (S. VanSickle, Ex’d.) 


Q.—What was decided about that, 
was it decided to take any action or 
decided to ignore the provisions of 
the Ontario Act requiring you to re- 
gister? A.—I believe the Ontario 
Act, we certainly intended to comply 
with the Ontario Act. 

Q.—But no steps were taken in that 
direction? A\—Not just at that 
time. 


Q.—And in the meantime you had 
been carrying on the business and 1s- 
suing policies? A.—Yes sir. 

MR. TILLEY: The Ontario Insur- 
ance Act, Chapter 603 of the Re- 
vised Statutes, and sections 54, 59 
and 85 govern the registration in 
Ontario. 

Q.—You made up a statement in 
the nature of a trial balance at the 
end of May? A.—Yes sir. 

Q.—Was that done with the assis- 
tance of the auditor? A.—wNo sir, I 
believe I did that myself, the trial 
balance. 

Q.—Have you an extra copy of 
this? A.—I believe I have. 

Copy of trial balance filed as Iix- 
hibit 422. 

Q.—That (Exhibit 422) gives in de- 
tail the assets and liabilities, all the 
organization expenses, analysis of the 
commission account and all the other 
accounts of the books? A.—Yes . | 

Q.—It was prepared under your dl- 
rection and possibly for the most part 
prepared by you actually? A.—I as- 
sisted on it. The trial balance was 
taken from my trial balance. Of 
course the auditor I believe looked 
over the trial balance. 

Q.—Can you tell men from looking 
rectness of those statements, can you 
say they are correct? A.—To the 
best of my knowledge they are. 

Q.—Does that include the $700 on 
Mr. Ostrom’s 1,400 shares by way of 
commission of fifty cents a share? A. 
—I could not tell you. 

Q.—Can you tell me from looking 
ateany book. that, 1s, herer . \A.-—1 
might possibly be able to tell you from 
the statement in the list of commis- 
sions. (Witness looks at statement.) 

Q.—Has that entry on page 93 of 
the journal whereby $700 was credited 
to him ever been reversed? A.—Not 
that I know of. 

Q.—Has he been paid the thousand 
dollars cash that was to go with the 
1,400 shares in order to make up $50,- 
OOO an A —NovsiT: 

Q.—He has not been paid that? A. 
—No sir, not the cash. 

Q.—I wish you would tell the Com- 
mission all the part you have taken 
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in connection with this last trans- 
action regarding that stock issue for 
copyrights? A.—The 1,400 shares? 

Q.—Yes? A.—Shortly before the 
directors were leaving for Winnipeg— 

Q.—That igs in August? A.—yYes, 
Mr. Ostrom asked me to make out 
his 1,400 shares—possibly that may 
explain something that was referred 
to this morning—previous to my 
time they had been using two certifi- 
cate books. 

Q.—Those will be the two books we 
have here? A.—yYes. I saw _ there 
would not be enough—Mr. Ostrom 
wished it issued in ten share lots.—I 
saw there would not be enough blank 
certificates in order to do that, and I 
suggested to Mr. Ostrom we make out 
in ten shares, and I believe it was in 
twenties, and I think the rest in fif- 
ties; I filled the remainder in one 
book and had to take out the rest out 
of the next book. 

.—Before you took those  certifi- 
cates out of the old book a _ second 
certificate book had been opened up 
and some taken out of it? A.—Yes. 

Q.—Did you ever learn why that 
second book was in use before the 
first one was exhausted? A.—I have 
no idea. 

Q.—You never asked any questions 
about 1t? A.—No, I may have re- 
marked something about it; it is 
rather unusual I know. 

Q.—Before you commenced to issue 
that 1,400 share lot on June 5th, 
which commenced with certificate 
number 29, there are some blank 
stubs with the word ‘‘cancelled’’ 
written on them, is that written by 
you? A.—That is my writing. 

Q.—When did you write them and 
why were those cancelled? A.—I 
really could not tell you that. 

Q.—Were they torn out before you 
commenced to write out the 1,400 
shares? A.—Were those that are 
marked ‘‘Cancelled’’ torn out? 

Q.—Yes, or did you tear them out 
or Mr. Ostrom tear them out at about 
that time? A.—I don’t remember 
tearing them out, and I may have, 
but I never saw Mr. Ostrom tear out 
certificates out of the book; they are 
usually left in my— 

Q.—If you tore those certificates 
out you would know it? A.—Yes. 


Q.—Can you say you did not tear 
them out? A.—No. 


Q.—You don’t know whether you 
did? A.—I could not say I did; for 
example Mr. Gordon in signing some- 
times would sign in the Managing Di- 
rector’s place instead of the Presi- 
dent’s on the stock certificate; I have 
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known two cases of that where Mr. 
Gordon has done that. 

Q@.—Where the certificates were be- 
ing signed in blank? A.—No sir, . 
after they were filled out. 

Q.—In that case the stub would be 
filled up? A.—yYes. 

Q.—That would not apply to these 
certificates because the stubs would 
be all blank? A.—Certainly. 

Q.—I want to know if you can tell 
me whether Mr. Ostrom has the cer- 
tificates that were attached to those 
stubs? A.—I could not tell you. 

Q.—You do not know anything 
about 1tR” TAs=—No. 

Q.—You do not know where they 
are? A——No. 

Q.—None of those ten share cer- 
tificates have yet been produced, do 
you know where they are? <A.—No 
SIF yeUcdomnou 

Q.—We have some of the twenties 
and fifties but none of the tensy A. 
—I could not tell you, I have not 
seen the certificates from the time I 
filled them out. 

Q.—Did you fill out all the 1,400 
on the face of the certificates, write 
them out at the same time? A.— 
Yes sir. 


Q.—Why did you go into the middle 
of the second book to get the balance 
to complete the number, why did you 
take them commencing with 175 when 
there were some here already? A. 
—I will tell you why that, if you 
notice that had been signed in blank 
by Mr. D. A. Gordon. 

Q.—All of them? 
so. 

Q.—Is that his signature or a 
stamp ? A.—That is Mr. Gordon’s 
signature, ’ 

Q.—Have you a stamp of his? A. 
—They have a stamp, I have not it. 

Q.—Who has it? A.—I- ‘believe 
Mr. Ostrom has a stamp. 

Q.—Could you try to get us that 
stamp? <A.—Yes sir. 

Q.—Has the company a seal? A. 
—Yes. ' 

Q.—I would like you to bring that 
too the next time you come? A.— 
All right. 


Q.—You did not want to use the 
certificates that had Mr. Gordon’s 
name, or were you instructed not to 
do so? A.—No sir, I did that upon 
my own responsibility simply for that 
reason; there was another reason ir 
thought of at the time during Mr. 
Gordon’s absence sometimes when we 
received a stock receipt certificate— 
certificates are issued, and I wanted 
to have some in case while they were 
away and no one to sign them. 


A.—I believe 
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Q.—While who were away? A.— 
While the directors were away. 

Q.—In Winnipeg? A.—Yes. 

Q.—You would not issue stock cer- 
tificates when they are away in Win- 
nipeg, Mr. Ostrom away? A.—wNo, 
but that was my idea at the time; 
that was done more upon an impulse 
than anything else simply from the 
fact these were signed and I was is- 
suing 1,400 shares and I thought pro- 
bably they should be all signed at 
the same time, I did not know by the 
same person or not, although I had 
good reason to think otherwise— 

Q.—Must it not have been the re- 
sult of some discussion between you 
and Mr. Ostrom that it would have 
been better to take certificates with- 
out the President’s name on? A.— 
No. 

Q.—You did it upon your own re- 
sponsibility, and whatever construc- 
tion is to be put upon it Mr. Ostrom 
was no party at allP A.—No party. 

Q.—You commenced with a certi- 
ficate that had not been signed at all? 
A.—Yes. 

Q.—And you wrote them out how 
many days before they went to Win- 
nipeg? A.—It was not many days. 

Q.—One day or two days? <A.— 
Possibly I can remember that, I should 
say two or three days; I may be mis- 
taken. 

Q.—That would be probably about 
first August? A.—Probably about 
that time. 

Q.—Mr. Gordon was at the, office 
at the time was he? A.—He must 
have been in the office at the time, 
because as soon as I finished I took 
them in for Mr. Gordon to sign. 

Q.—Did you take certificates in for 
the whole 1,400 shares at one time? 
A.—Yes. 

Q.—Mr. Gordon and Mr. Ostrom 
were in the room together, were they? 
A.—I believe that they were in the 
room together although I would not 
be sure as to that. 

Q.—Had you had any discussion 
with Mr. Ostrom at all about getting 
those signed before? A.—No. 

Q.—You knew that on the 3lst May 
Mr. Ostrom had not taken those 1,400 
shares as being his property in the 
statement he made to the Govern- 
ment? A.—Yes. 

Q.—And that statement was not 
sworn to until June? A.—Yes sir. 

Q.—So that you were quite alive to 
the fact that you were issuing stock 
that had not then been treated as 
issued, you were increasing his stock 
holding from the 600 to the 2,000 
shares? A.—yYes sir, at that time. 
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_Q.—And nothing had been done 
since 3lst May to warrant that, you 
knew that? A.—I knew that but I 
considered that to be more—that had 
been brought up before by Mr., at 
least I brought that before Mr. Sut- 
cliffe in regard to that 1,400 sharess 
I of course knew nothing as to tle 
1,400 shares, I mean in so far as 
whether they should be issued or not. 


Q.—I don’t want you to take me 
as intimating you would be respon- 
sible for that; you are the book-keep- 
er and probably your duty would be 
to do as you were told by the Man- 
aging Director? A.—To a certain 
extent sir. 

Q.—I am asking you if that was 
present to your mind at the time that 
on the 3lst May Mr. Ostrom was treat- 
ed as being the owner of 600 shares, 
nothing had been done since to change 
the situation and he was now gettiag 
ets shares, was that right? A.— 

O. 


Q.—You did not even think of it? 
A.—No, I never associated the two 
together. 


Q.—Did you stay in the room when 
Mr. Gordon. was signing? A.—No. 

Q.—You went right out? A.—Yes. 

Q.—You don’t know whether Mr. 
Gordon signed or not? A.—No, 

Q.—You cannot say whether he sign- 
ed a few and then asked some ques- 
tions and stopped signing? A=} 
remémber Mr. Gordon toming out to 
me and asking me whether’ those 
shares were on the 1,400 shares. I 
told him I understood they were. 
That was all that was said. 


Q.—He did not discuss the matter 
with you at allP A.—Not at all. 

Q.—So that apparently at the time 
he should be signing them in the or- 
dinary course he came to you to make 
the enquiry? A.—Yes sir. 

Q.—And he got the information? 
A.—Yés. 

Q.—And he went away from you, 
and what he did you don’t know? A, 
—I don’t know. 

Q.—When he left did you get the 
certificates again? A.—No, I never 
had the certificates again. 

Q.—Never had the certificates fron 
that to this? A.—No. 

Q.—Never saw them since? A. 4 
Except as held up here in the room. 

Q.—Did you see them down in the 
Monarch office at all? A.—No, I 
cannot say I saw them in the Mon- 
arch office. 

Q.—Have you discussed them with 
Mr. Ostrom outside of the last day 
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or two since the Commission has been 
sitting? A.—wNo sir. 


Q.—Did you know that part of them 
were signed yesterday morning? A. 
—No sir. 


Q.—When did you learn that? A. 
—What I learned I learned here. 


Q.—When the evidence was being 
given? A.—Yes. 

Q.—Because you were asked yester- 
day and you professed not to know 
at that time and you say that was 
correct? A.—Yes. 

Q.—You did not take them to Mr. 
Graham to be signed? A.—I did 
not, 

Q.—And you have never had any 
further talk with Mr. Gordon? A,— 
No sir. 

Q.—When did you first see exhibits 
411 and 415 executed as they are now? 
A.—I don’t remember seeing that one 
at all. 

Q.—You don’t remember seeing the 
agreement of the 9th March whereby 
the stock was to be issued to Mr. 
Ostrom? A.—wNo sir. 

Q.—That is Exhibit 415; and 411? 
A.—I don’t know when I saw 411. 

Q.—Tell us the circumstances under 
which you saw it? A.—I don’t know 
that I ever saw that one. 


Q.—Is that signed by Mr. Gordon 
do you think, or is that the stamp, 
you would know the stamp pretty 
well? A.—I could not tell you al- 
though it looks to me as though it 
might be the stamp. 

Q.—You know the stamp? A.—I 
don’t know the stamp very well, I 
never had any occasion to use it. 

Q.—Is that the sealP A.—Yes sir. 

Q.—You will bring the seal too? 
‘A,——Yes “sir. 

Q.—You cannot tell when that seal 
was put on? A.—WNo. 

Q.—You know nothing about it at 
allP A.—No. 

Q.—Were these documents ever dis- 
cussed with you by Mr. Ostrom at all? 
A.—No sir, I think there was some- 
‘thing said of the salary contract at 
the time when the salary contract was 
to come into force. 

Q.—When was that said? A.—I 
could not tell you, I presume that 
would be somewheres along the latter 
part of March. 

Q.—Did you know there was any 
document drawn up then? A.—wNo. 

Q.—Something has been said about 
a draft of this agreement, did you ever 
gee it? A.—Not that I can remem- 
per. 

Q.—Have you heard that there were 
any changes made in this document 


6 EDWARD VII., A. 1906 


Monarch Life. (S. VanSickle, Ex’d.) 


after the draft was prepared and be- 
fore it was executed? A.—No sir. 

Q.—Have you ever heard any dis- 
cussion about that at all? A.—No 
sir. 

Q.—Never had any reason to sus- 
pect there were alterations made in 
ite’, A. Now sir? 

Q.—You cannot tell us where the 
draft agreement is? A.—I have no 
idea, 

Q.—Mr. Ostrom says Mr. Wilson was 
asked for it, and you cannot say whe- 
ther it was received or not? A.— 
No sir, I could not. 

Q.—Do you know whether Mr. Os- 
trom had prepared the resolutions and 
the by-laws for Winnipeg before he 
went up? <A.—No sir. 

Q.—Did he take a solicitor with 


be, do you know? A.—To Winni- 
peg! 
Q.—Yes? A.—I understood there 


was a legal gentleman going. 

Q.—Who was the legal gentleman 
that was going? A.—Mr. Paterson. 

Q.—Of Kerr, Davidson, Paterson & 
Grant? A.—Yes sir. 

Q.—You understood then Mr. Os- 
trom was taking Mr. Paterson with 
him to Winnipeg? A.—Pardon me, 
I don’t know that I knew that till 
either they were just gone or just 
going. 

Q.—You knew he was going or had 
gone? A.—yYes sir, I understood 
that. 

Q.—And had gone accompanying 
Mr. Ostrom at Mr. Ostrom’s request? 
A.—Yes, I believe so. 


Q.—Acting as it were for Mr. Os- 
trom? A.—I could not say as to 
that, whether acting for Mr. Ostrom 
or not. 

Q.—Tell us what you did know 
about it? A.—Hither shortly before 
or shortly after.I knew Mr. Paterson 
had gone. 

Q.—Who did you learn that from? 
A.—I believe it was some person in 
the office. 

Q.—And you knew I suppose that 
he went with Mr. Ostrom? A.—I 
understood he went with Mr. Ostrom. 

Q.—And you still understand he 
went with Mr. Ostorm? A.—I be- 
lieve so yet. 

Q.—And Mr. Paterson would be 
in Winnipeg at the time these meet- 
ings would be being held? A.—Yes 
sir. 

Q.—And there would be no neces- 
sity as far as you know for any inter- 
view with any local solicitor in Win- 
ay ae A.—Not that I would know 
of. 

Q.—Do you know whether Mr. Pat- 
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erson prepared these resolutions? A. 
—I do not, 

Q.—Something was said about ex- 
changing cheques by direction of the 
auditor in connection with a tran- 
saction as to the issue of paid-up 
stock, do you know whether any 
cheques were exchanged with regard 
to Mr. Ostrom’s 1,400 shares? A.— 
Not that I know of in regard to the 
1,400, I am quite sure they were not. 

Q.—Was the cheque for Mr. Os- 
trom’s $1,000 paid to Mr. Ostrom in 
eashP A.—wNo sir. 

Q.—It was credited to his commis- 
sion account? A.—To his~- commis- 
sion, yes sir, it was credited to him. 

Q.—And he has drawn out in actual 
cash. about $10,000? A.—I don’t 
know exactly about how much actual 
cash he has drawn out. 

Q.—He has got from the company 
at any rate about $30,000P A.—I 
should say about $23,000. 

Q.—Outside of salary? A.—No sir; 
that includes everything. 

Q.—That is taking off the $7,000? 
A.—Yes. 

Q.—Then if he got $50,000 for the 
copyright he would be getting about 
$78,000? .’ “Al—-Yes: sir. 

Q.—For the two years; were the 
policies that were copyrighted pre- 
pared since the company has been in 
process of organization? A.—The 
policies themselves ?. 

Q.—Yes; when did he prepare them, 
since he has been paid for organizing 
the Monarch Life? A.—I don’t 
know. 

MR. KENT: I do not understand 
how it is you were requested to pre- 
pare ten certificates to be signed by 
Mr. Gordon? A.—Ten? 

Q.—yYes; the certificates you made 
here are to the number of ten, you 
say they were taken in to be signed 
by Mr. Gordon? A.—The whole 
amount of the 1,400 shares. ‘ 

Q.—There are ten here of 50 shares 
each? A.—That would be 500. 

Q.—There were ten certificates? A. 
ay en) 

Q.—Here are the ten certificates in 
blank already signed by Mr. Gordon, 
I do not understand the explanation 
you have given as to why you did not 
take the certificates already signed? 
A.—That there in so far as I can see 
is a simple coincidence; I acted on my 
own responsibility in doing that and aI 
left them because they had been sign- 
ed by Mr. Gordon and I wrote out 
the full 1,400 shares. 

JUDGE MacTAVISH: To be signed 
by Mr. Gordon? A.—Yes. 

MR. KENT: Although you had the 
required number of certificates al- 
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ready signed by Mr. Gordon? A.—I 
did not know it, I had no idea as to 


how many there were signed by Mr. 
Gordon. 


Q.—Then you take the book and 
you turn over ten leaves and you be- 
gin here and prepare ten certificates 
and take them in to be signed by Mr. 
Gordon, and you say you were not 
aware there were ten certificates al- 
ready signed that you must have turn- 
ed over. A.—I must have turned over, 
but I did not know how many. I had 
no idea of the number. 


Q.—You are satisfied to go on re- 
cord in that way? A.—I am, sir. 

MR. LANGMUIR: Can he give 
some explanation as to when _ they 
commenced to write policies? 

MR. TILLEY: The 19th July: you 
got the license? A.—Yes. 

@.—How soon after that did you 
write your first policies? A.—I can- 
not remember the exact date. 

Q.—Probably if you bring your pol- 
icy register here? A.—Yes, and a 
duplicate of the first policy. 

Q.—Bring that here to-morrow; 
were there any policies issued before 
the 19th July? A.—No. 

Q.—Is Miss Keating a clerk in the 
office ? A.—Stenographer. 

Q.—Is she still a stenographer in 
the office? A.—Yes. 

Q.—Probably you would ask her to 
be here in the morning too? A.— 
Yes. 

MR. LANGMUIR: Will’ we have 
the forms of copyrighted policies? 

MR. TILLEY I think we have 
samples. 

MR. SHEPLEY: Before recalling 
Mr. Ostrom, who is in reserve still as 
to some matters, we want to examine 
Mr. Gordon. Mr. Gordon has been 
communicated with and we have a 
wire from him saying he will be here 
to-night. The notice to him I think 
was reasonable, but he had other busi- 
ness, and we cannot quarrel with him 
for asking his convenience to be con- 
sulted to that extent. J ask Your 
Honours, therefore, to adjourn till 
to-morrow morning. 

Then I wanted to make further re- 
quest while Counsel were here, that is 
when Your Honors adjourn on Fri- 
day you shall adjourn. until Tues- 
day, which will be more convenient 
for Counsel, and will probably conduce 
to greater expedition when your 
Honors meet again. 

JUDGE MacTAVISH: Very well, 
Mr. Shepley. that will be satisfactory. 

Adjourned at 3 p. m., Wednesday, 
September 5th to 10.30 A.M. Thurs- 
day, September 6th, 1906. 
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DAVID A. GORDON, Sworn. Ex. 
amined by MR. TILLEY :— 

Q.—You are the President of the 
Monarch Life Assurance Company? 
A.—Yes. 

Q.—There is no dispute as to the 
Presidency, whatever there may be 
about the Vice-Presidency? Av |. 
hope not. 

Q.—And you succeeded Mr. Coch- 
rane as President I think? A.—Yes. 

Q.—He was President for a short 
time? A.—Yes. 

Q.—You know of the transactions 
which Mr. Ostrom proposed with re- 
gard to the issue of 1,400 shares for 
some copyrights that he had on forms 
of policies? A.—Yes. 

Q.—It was entered on the books 
on two occasions and then struck off 
the books. Did you know that? A. 
—Yes. 

Q.—And was brought up at the 
shareholders’ meeting on March 21st, 
19067, “Ai—Yes: 

Q.—Up to that time nothing had 
been done to complete the transac- 
tion? A.—No. 

Q.—And the company was _ not 
bound by any arrangement, was it? 
A.—No. 

Q.—On the 21st March it was re- 
ferred to the Directors newly appoint- 
ed, was it notP A.—yYes. 

Q.—And then the Directors met 
afterwards, and it was referred to an 
Executive Committee, to meet when 
Mr. Rogers of Winnipeg would be 
present? A.—yYes. 

Q.—Now, there is some little dif- 
ference of opinion I understand as to 
what transpired with Mr. Rogers be- 
fore the Executive Committee met, 
is there? A.—Yes, well a little. Mr. 
Rogers was in the city that day, and 
came to the office just about the time 
the meting was to convene, and ask- 
ed me to come out and talk the mat- 
ter over with him for a few moments, 
or I spoke to him with refeernce to 
it, because he had advised me that 
he had to go to Chicago on some 
other company, and would be unable 
to stay at the meeting. Mr. Rogers 
then suggested that I make as good 
an adjustment with the Provisional 
Directors and with Mr. Ostrom as 
possible, and when they got up to 
Winnipeg he would try and have the 
matter fixed in a way that would be 
satisfactory. 

Q.—Then it was not quite under- 
stood at any rate that the matter 
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she to be closed finally here? A.— 
No. 

Q.—You were to enter into some 
negotiation and endeavor to get the 
parties together on a common idea? 
A.—Yes. 

Q.—And then it would be carried 
through at Quebec? A.—I might ex- 
plain that the Provisional Directors 
having met during the past year and 
a half probably 50 to 60 times never 
received anything by way of compen- 
sation whatever. 

Q.—The idea was to make them 
some allowance for the meetings they 
had attended? A.—Yes. 

Q.—That matter however has never 
got into any snarl yet, has it? A.—-> 
Not definitely settled. 

Q.—And there is no present diffi- 
culty about that matter; simply not 
completed? A.—That is right. 

Q.—But there has been a difficulty 
develop with regard to the copyrights 
and the 1,400 shares? A.—I under- 
stood the advice was that any action 
taken by the Executive would have 
to be confirmed by the full Board of 
Directors, and for that reason I did 
not feel that the matter was closed. 

Q.—Then the Directors met, and in 
the absence of Mr. Rogers came to 
what you regarded as a tenative ar- 
rangement, subject to approval later 
on? A.—Yes. 

Q.—And that arrangement was 
that 1,400 shares would be issued to 
him, to carry out the original pro- 
posal? A.—Simply re-affirming the 
former resolutions or agreements that 
had been made so far as the Execu- 
tive was concerned. 

Q.—That was on the 12th April I 
think, 1906? A.—TI think so. 

Q.—Was it the intention that any 
stock certificates should be issued to 
Mr. Ostrom pursuant to that resolu- 
tion? A.—Not to my knowledge. 

Q.-You gave no instructions for 
it? - A.—I> did .not. 

Q.—Was it the intention that any 
formal agreement should be executed 
on behalf of the company pursuant 
to that resolution? A.—No. 

Q.—Then here is an agreement, Ex- 
hibit No. 415, with Mr. Ostrom, re- 
lating to the issue of 1,400 shares. 
It is dated 9th March, 1906, and ap- 
pears to be signed by you. Is that 
your signature? A.—yYes. 

Q.—When was that executed? A. 
—I presume at that time. 

Q.—Do vou know why it was ex- 
ecuted- by Mr. Graham? A.—No par- 
ticular reason, no. 

Q.—Will you tell us the circum- 
stances under which that document 
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was signed? That appears to be a 
formal contract with the company 
for the issue of the 1,400 shares for 
the copyrights? A.—Yes. I cannot 
say anything further than this; I had 
not anything to do with the initial 
bargain at all; it was one that was re- 
legated to me, and it had been dang- 
ling before the Directors and stock- 
holders for a considerable length of 
time, and when the proposition came 
—at least when the company was get- 
ting formed, and in readiness to be- 
gin business—there was an effort made 
to get these things put in proper 
shape, but as I was advised by our 
solicitor, they would have to be con- 
firmed by the Board of Directors 
later on. 

Q.—Then this document, so far as 
your signature was concerned, was ex- 
ecuted prior to the shareholders’ meet- 
ing of the 21st March? A.—I think 
So. 

Q.—And in preparation for confir- 
mation at that meeting? A.—Yes. 

Q.—If the shareholders chose to do 
soP A.—Yes. 

Q.—And failing ratification at the 
shareholders’ meeting, would not be- 
come binding on the company; that 
Was your view? A.—Yes. 

Q.—Then when it came before the 
_ shareholders’ meeting the action was 
taken that you have told us about? 
A.—Yes. 

Q—So that you regarded the 
-agreement as standing in abeyance 
until the action of the Executive Com- 
mittee would be confirmed at Winni- 
peg? A.—Yes, 

Q.—And you would not in that view 
be willing to issue stock certificates 
for the 1,400 shares, would you? A. 
—No. 

Q.—In stating that this document, 
Exhibit 415, was signed by you, Ao 
you identify that agreement as it 
stands now, as the one you signed, 
each page of it, or can you say 
whether the one you signed was in 
any way different from that? A.—TI 
could not say that. 

Q.—Were there any interlinea- 
tions in the document you signed? 
A.—I do not remember that. 

Q.—And you could not tell from 
the wording of it? A.—No, I could 
not 


Q.—Then Mr. Ostrom has produced 
some stock certificates which he says 
were signed by you as part of the 
1,400 shares he was to receive under 
the agreement. Do you remember an 
occasion when you signed some certi- 
ficates? A.—Yes. 
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Q.—Would you say what happened 
at that time? A.—Prior to leaving 
for Winnipeg Mr. Ostrom had phoned 
me to ask if I knew anyone who would 
take 50 shares of his stock. I did, 
and I told him so. And when I 
reached Toronto he wished to transfer 
00 or 100 shares. I signed two cer- 
tificates of 50 shares each, and was 
very particular to ask him, not once 
but twice, whether these were part 
of the stock he had formerly bought 
and paid for, and he assured me 
they were. 

Q.—You were distinguishing the 600 
oe of his own from the 1,400? A. 
—Yes. 


Q.—And you were assuring yourself 
this was his own stock outside of the 
1,400 shares? A.—I took particular 
occasion to ask that and was assured 
that this was part of the 600 shares. 
I signed two 50 share certificates, and 
underneath those were a number of 
others. I signed four certificates 20 
shares each and one of 10. Then I 
looked through the ‘balance of the 
bunch. and saw they were all made 
out to Mr. Ostrom, and I went to 
the bookkeeper and asked him what 
certificates those were, and then he 
told me they were the 1,400 shares, 
and I then called Mr. Ostrom out of 
the room and told him I could not 
sign those, and they would have to 
be cancelled. I signed no more there 
or any other place since. At Win- 
nipeg I told him I intended wiring 
the bookkeeper to have those certiti- 
cates destroyed, because I reported to 
the Directors there the mistake I had 
made, if it can be called a mistake. 
I did not wire, however, but in con- 
versation on the way back he told me 
he had those certificates with him, 
and I asked for them, and cancelled 
them on the train; so that they were 
disposed of in accordance with a pro- 
mise I had made to the Board in 
Winnipeg. 

Q.—I find in the stenographer’s re- 
port of what took place at Winnipeg 
that you explained to the Directors 
present that you had signed for some 
90 shares? A.—Yes. 

Q.—That would be the four 20’s 
and one 10 you spoke of? A.—Yes. 

Q.—And that you had been inform- 
ed that they had been cancelled? A. 
—Yes. 

Q.—And it was-after that meeting 
that you did cancel them? A.—Yes. 

Q.—These would be the certificates 
1 BuDpose, would they? There is one 
OP A.—yYes, those are the ones. 

Q.—And four 20’s? A.—Yes. 
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Q.—There are two 50’s marked can- 
celled. Are they signed by your A. 
—Yes, those are the two that were 
signed here before leaving. 

Q.—Both 50’s seem to be cancelled? 
A.—Yes. 

Q.—And four 20’s and a 10? A.— 
Yes. 

Q.—There seems to be one other cer- 
tificate here for the 50’s signed by 
you? You must have signed one 
more 50 than you thought? A.—I 
do not know whether it is the same 
date or not. 


Q.—It is dated the same date. I 
suppose this would be the 50 he was 
selling? A.—The remark made was 
this, that Mr. Denham was to take 
50 and he might probably sell 50 or 
100 more, so that there would be 
three of those, but those 50’s under- 
stand had nothing to do with the 
1,400 whatever. 

Q.—There are three 50’s here, two 
of them marked cancelled, and one 
is not, but the 50’s were not being 
signed as part of the 1,400 at all? 
A-—No. 

@).=—But? the’? 20’s “and..10’s, you 
learned from the bookkeeper, were 
part of the 1,400? A.—Yes. 

Of -Then after the meeting at Win- 
nipeg did you have any conversation 
with Mr. Ostrom about that question 
of certificates? A.—Yes. 


Q.—What was the nature of the 
conversation? Mr. Ostrom says it was 
not discussed between you because you 
were so hot coming away from the 
Winnipeg meeting? A.—We discus- 
sed the question of asking me to sign 
those certificates on the way back, 
and I told him that they had to be 
cancelled. I had told him that pre- 
viously, and then he told me he had 
them with him. That was on the train 
between St. Paul and Chicago, and I 
asked for them and they were pro- 
duced and cancelled. 

Q.—Did he say to you anything 
about leaving any certificates with 
the hotel clerk in Winnipeg? A.— 
No. 

Q.—You know nothing about that? 
A.—No. 

Q.—Was the meeting at Win- 
nipeg for the 9th, the minutes 
of which are now in the min- 
ute book ready’ to be signed 
by the President—was that meeting 
called on your instructions? A.—Yes. 

Q.—Did you understand that notice 
of that meeting was being sent to all 
Directors? A.—A number of the 
stockholders had asked that that meet- 
ing be called and I consented to it. 
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Q.—So that that was called with 
your approval? A.—Yes. 


Q.—And there was a by-law passed 
Peer to change the head office 
ack to Toronto? A.—yYes. 


Q.—Was there any discussion as to 
that by-law after the meetings at . 
Winnipeg, either in the subsequent 
meetings at Winnipeg, or afterwards, 
as to cancelling the by-law? A.—Not 
until recently. 


Q.—What was the recent discussion 
on that? A.—That that by-law would 
have to be repealed. Mr. Ostrom ad- 
vised me that he had been in consulta- 
tion with someone in Toronto. 

@.—Some solicitor in Toronto? A. 
—Yes, and he was advised that that 
by-law would have to be repealed, and 
a meeting would have to be called for 
that purpose, and also to elect a num- 
ber of Directors to replace those who 
had not qualified; in fact, there were 
two telephone conversations and a 
telegram from myself to Mr. Ostrom 
in connection with the matter. 


Q.—Is this the telegram that you 
sent: ‘‘I understand the by-law passed 
on the 9th should be repealed to avoid 
complications, suggest you see Mr. 
Wilson immediately and if necessary 
call meeting to dispose of this ques- 
tion’’P A.—That is the telegram. 

Q.—Then it was your understanding 
that a meeting would be called to re- 
peal the by-lawP A.—Yes. 

Q.—And this telegram, which is 
dated August 3lst, was sent to Mr. 
Ostrom so that he would get the ne- 
cessary notice out? A.—Yes. 

Q.—Have you a copy of the notice 
that was sent pursuant to this tele- 
gram? A.—I have one here. I pre- 
sume thig is it—yes, this is it. (No- 
tice filed, Exhibit 423.) 

Q.—Without reading it all, you see 
it specifies the object to be, Ist, to 
consider the action of the Board of 
Directors at the meeting held at Win- 
nipeg on the 9th August, 1906; 2nd, 
to take such action upon ¢nd in re- 
spect of the by-law and resolutions of 
the company passed at the said meet- 
ing as may be deemed necessary, and 
then the notice goes on about the 
Directors. Was that in accordance 
with what you understood the notice 
to provide—just for a discussion of 
that matter at Winnipeg, or was it 
to repeal what had been done at Win- 
nipeg? A.—Just to repeal or con- 
firm, I suppose, as they wished, and 
also elect Directors in place of those 
who were not qualified. 

Q.—But it was your expectation 
and understanding that the action 
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would be repealed? A.—I was told 
that would be necessary. 

Q.—Was that your wish that it 
should be repealed? A.—Yes. 

Q.—The notice seems to be more in 
accordance with Mr. Kerr’s letter to 
you of September lst, where he says 
that not only you and Mr. Ostrom, 
but all the other members of the 
Board here, are anxious that the by- 
law should stand and be acted upon, 
and that the head office of the com- 
pany should remain here. The notice 
seems to be more in accordance with 
that idea? A.—Yes. 

Q.—Was that statement correct? 
A.—The evident intention of that no- 
tice is to put the onus, I think, of all 
the action on my shoulders. It is 
evidently designed for that purpose. 

@—Then, I suppose, you knew 
nothing about the 1,400 shares being 
completely issued until it came out 
here in evidence? A.—I did not. 

Q.—You were never consulted about 
that, and never asked to sign the 1,400 
shares after your talk coming back 
from Winnipeg? A.—WNo. 

Q.—And the result of the conversa- 
tion. between you and Mr. Ostrom 
was based on that understanding, I 
suppose? A.—Yes. 

Q.—Did you sign an agreement on 
the 21st March with Mr. Ostrom as 
Manager; is that your signature? A. 
—Yes, 

Q.—Do you remember when that 
document was signed? A.—Let me 
see what it is. That is my signature 
all right. Mr. Ostrom was there at 
the time it was put through, I think. 

Q.—This document was signed be- 
fore the meeting of shareholders as 
well, wags it? A.—It would be difficult 
to say and be absolutely sure to say 
whether it was signed before or after 
that meeting. I presume it was 
signed on that day. You mean the 
meeting of the 21st March? 

Q.—Yes? A.—I would hate to un- 
dertake to say whether it was before 
or after that meeting. 

Q.—You would not like to say 
whether it was before or after the 
meeting? A.—No. 

Q.—Did you read over the document 
when you signed it? A.—Yes . 

Q.—Can you say whether this docu- 
ment as it stands was the document 
that you understood you were put- 
ting your signature to? A.—I could 
not without reading it, and then it 
might be difficult to remember it all. 

Q.—Just read this clause: ‘It is 
further agreed by and between the 
parties,’’ etc? A.—I am not sure, but 
I think Mr. Wilson gave me those 
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different documents to sign at the 
time. I think they were all there 
at the time together, at the time they 
were discussed, but I am not sure 
whether it was before or after the 
meeting. This appsars to be one of 
the documents. | 

Q.—Can you say whether that is 
as it was when you signed it? A.—I 
think so. 

Q.—Were the documents amended 
during the meeting? A.—I do not 
think they were at that meeting. 

Q.—You do not think there were 
any changes made? A.—wNo. 

.—At what meeting were there 
changes made? A.—Well, that I 
could not say now. I do not know 
whether that agreement was produc- 
ed at the former meeting or not. I 
imagine that document would be dis- 
cussed at a meeting after the share- 
holders’ meeting. 

Q.—At the Directors’ meeting after 
the shareholders’ meeting? A.—Yes. 

Q.—And were amendments made 
there? A.—I do not think it. 
_Q.—You do not think any altera- 
tlons were made? A.—yYes, I will 


‘correct that. There were. There was 


a limit at my suggestion put on the 
salary that it would be possible to 
earn. 

Q.—Not over $25,000? A.—yYes, I 
was under the impression it was $15,- 
000, but I see I am wrong in that. I 
know there was a limit put to it. 

Q.—Do you think it was $25,000? 
A.—$15,000 is what I suggested first 
but I think probably $25,000 is right. 

Q.—Do you know any reason why 
Mr. Graham should have signed this 
arent weeks afterwards? A.— 

0. 


Q.—No reason that you know of? 
A.—No., 


T. MARSHALL OSTROM, recalled. 
Examined by 

MR. TILLEY: Q.—Did you bring 
the other stock certificate? A.—I did 
not. 

Q.—Did you find it? A.—I did not 
find it. 

O-—Didsyouslook for! it? /Ai=_I did 
not. J did not have time. 

Q.—You did not have time since 
yesterday? A.—I was too busy. 

Q.—Beg pardon? A.—I forgot all 
about it. I intended to do it. 

Q.—If you had thought about it 
would you have had time? A.—Yes, 
and if I get it I will send it to the 
commission if you wish. 

Q.—You put it now on the ground 
that you did not think about it? A. 
—No. 
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Q.—Not that you did not have 
time? A.—Well, I did not have time 
to think. 

Q.—You did not have time to think 
about it? A.—No. 

Q.—That makes it quite consist- 
ent. Did you bring the seal of the 
company? A.—Yes. 

Q.—Where is it? 

MR. VANSICKLE: Here it is. 

MR. TILLEY: Have you the 
stamp? 

MRS, FIFE: I have not the stamp 
here. 

MR. TILLEY: Q.—Have you 
made any search for the draft of the 
agreement with yourself? A.—I have. 
} delgeronded Mr. Wilson who had all 
the— 

Q.—How long ago did you tele- 
graph him? A.—Just before I went 
to Winnipeg, I guess a day or so be- 
fore, 

Q.—That was some time after the 
agreement was signed? A.—He had 
sent some original resolutions back, 
which he had formed in his own hand- 
writing, he had taken them all away 
with him. I wrote him. There were 
some things that hadn’t come back, 
and I wanted everything that was in 
Winnipeg, and I telegraphed him, 
and I have been unable to place my 
hands on it since. 

Q.—He sent it? A.—I telegraph- 
ed him to send it. I have not re- 
ceived it that I know of. 

Q.—You telegraphed for it, but you 
do not know whether you have got 
it or not? A.—No. 

Q.—Why did you telegraph for it? 
You had the agreement; why did you 
want the draft? A.—Because I am 
in custody of all the draft minutes of 
the Secretary. They are under my 
charge and I should have them in the 
office. 

Q.—Why did you want Mr. Wil- 
son’s draft agreement? A.—That is 
all, just because they were in my 
custody. 

Q.—But you had the original docu- 
ment complete and signed ? A.—That 
don’t count with the company. They 
must have all their resolutions signed 
by the proper people. 

Q.—The draft was not signed? A. 
—Well, it was in someone’s hand- 
writing. It was not in mine. 

Q.—It was not signed? A.—Well, 
I wanted the draft. 

Q.—Why? A.—For the reason that 
IT am supposed to keep all these things 
on record. 

Q.—The supposition does not seem 
to work out because you do not seem 
to know now about it—to know 
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whether you got it or not? A.—I am 
telling you the facts. 

Q.—Has it been destroyed? A.— 
No, I do not think so—not on my 
part, 

Q.—Are you in a position to say 
that the amount fixed as the maxi- 
mum was not $15,000, because Mr, 
Gordon tells me that his recollection 
is clearer than he stated it in his 
evidence that it was $15,000? A.—I 
think at the Provisional Directors’ 
meeting that Mr. Gordon did, and it 
ae argued out and settled at $25,- 


Q.—After the meeting? A.—=No, 
before it went before the sharehold- 
ers. I think Mr. Gordon will re- 
member that, 

.—You thought it was too small 
—$15,000? A.—No, I did not think 
it was too small. 

Q.—Well, it was not because any 
person else thought it was too small 
that it was changedP A.—Well, I 
think so. 

Q.—You think some person else 
thought it was too small? Ape) 
think so. 

Q.—Who? A.—Some of the Di- 
rectors. 

Q.—Mr. Graham? A.—No, I think 
a majority of the Provisional Direc- 
tors. 

Q.—They thought $15,000 would be 
too small for your services, and forc- 
ed the $25,000? A.—It was not $15,- 
000 for my services. It was not to 
exceed $25,000 at any time. 

Q.—It was not to exceed that; that 


was the maximum? A.—Yes. May 
I ask you a few questions? 

Q.—Ask me? A.—Ask the Com- 
mission. 


Q.—I do not know that you can 
ask them questions, but if you want 
to make any statement you may do 
soP A.—If I ask a question will it 
be answered P 

Q.—If you have any explanation 
to make in regard to some of the evi- 
dence you have given we would be 
very, very pleased to hear it; if you 
have not, then we are through? A. 
—In the first place I want to know 
why we are called before all these 
other companies—other companies 
that have been in business for years? 

Q.—Is there any other matter? A. 
—The newspapers have made_ state- 
ments regarding the investigation 
here which are untrue. 

Q.—Well, perhaps some others have 
made statements that are equally un- 
true? A.—I do not doubt that, but 
not on my part. I do not believe 
that there is one of our members who 
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has made statements knowing that 
they are untrue. 

Q.—Is there anything else? A.— 
Well, that is just the few statements 
I wanted to make. 

MR. KENT: Do you think a single 
share of stock could have been sgld 
if your prospectus had contained the 
information that has been laid before 
the public during this examination 
as to— A.—Your honor, there would 
not have been a share in the east sold 
unless those plans were in, and I sold 
the stock myself and explained. It 
is very hard to sell stock for an in- 
surance company. I was connected 
with another company called the 
North Western Life before this and 
we could not sell. I attributed all 
my success in getting the stock sub- 
scribed to this plan. We have had a 
wonderful amount of stock subscrib- 
ed. I went further; all other insnr- 
ance companies only had $250,000 of 
stock subscribed before they entered 
the insurance field. We put in $650,- 
000 of stock. You wonder why we 
were two years getting started. Well, 
that is why. We are just as strong 
as companies in business five or ten 
years. 

Q.—If you had stated to these 
people: “I am to get $50,000, what 
would have been the result?’?’ A.—I 
told everyone and gave agents in- 
structions to that effect. 

Q.—You told every shareholder? 
A.—Yes, and President and _ every- 
body else, and they knew what they 
were going to pay for it. It was the 
means of putting the company where 
they are to-day. 

Q.—Did you tell the intending 
stockholders that you were vetting 
$50,000? A.—I told them I was get- 
ting $49,000 paid-up stock, and §$1,- 
000 in cash. 

MR. TILLEY: I will put in forms 
of the five policies that are now be- 
ing issued by the company. (Ex- 
hibit 424.) 

MR. LANGMUIR: TI understand 
they have written a considerable 
amount of insurance. 

MR. TILLEY: Mr. Ostrom gave 
some figures as to insurance. 

JUDGE MacTAVISH: $185,000 in 
one month. 


HOME LIFE ASSURANCE 
COMPANA: 


MR. R. J. McLAUGHLIN, K. C., 
appears for the Home Life. 


JAMES K. McCUTCHEON, sworn. 
Examined by MR. TILLEY: 


Home Life. (J. K. McCutcheon Ex’d.) 


Q.—You are the Manager of the 
Home Life Company? A.—TI am. 

Q.—And you have occupied that 
position since what date? A.—12th 
October, 1905. 

Q.—Being the occasion of the con- 
summation of the transaction between 
the Home Life and the People’s Life, 
whereby the Home Life reinsured the 
People’s Life business; is that right? 
A.—Yes. 

Q.—Prior to October, 1905, what po- 
sition did you occupy? A.—dAs su- 
perintendent—you mean during the | 
year? 

Q.—Well, just immediately prior? 
A.—Manager of the People’s Life. 

Q.—And how long had you been 
manager of that company? A.—From 
380th of April to the 12th October. 

Q.—30th April, 1905, to October, 
1905? <A.—Yes. 

Q.—Prior to April, 1905, what po- 


sition did you occupy? A.—Super- 
intendent, 
Q.—Of what? A.—Of agencies for 


the Federal Life. 

Q.—For the Federal Life at Ham- 
ilton? A.—yYes. 

Q.—How long had you been super- 
intendent of Agencies there? A.— 
Verging on a period of about 10 
years. 

Q.—So that you were in the insur- 
ance business before you went into 
the People’s Life at all? A.—Yes, 
many years. - 

Q.—And had you ever occupied any 
head office position other than the Su- 
perintendent of Agencies for the Fed- 
eral? A.—WNo sir. 

Q.—That was the position from 
which you went to be Manager of the 
People’s Life? A.—Yes. 

Q.—What was the occcasion of your 
leaving the Federal and going into 
the People’s? A.—In my estimation, 
it was a matter of preferment. 

Q.—A matter of preferment. Had 
the People’ s Manager left them? A. 
—I won’t say that, but I understand 
the company was managed by the Se- 
cretary before that time. 

Q.—For how long had it been in 
that position? A.—I cannot state ; 
I do not know. 

Q.—With whom were your negoti- 
ations carried on which resulted in 
your becoming Manager of that com- 
pany? A.—With the Directors of 
the People’s Life. 

Q.—What Directors in particular? 
A:—President, Vice-President and 
others. 

Q.—The Vice-President and Presi- 
dent and others. Who in particular 
of these? A.—The President. 
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Q.—Who was the President? A.— 
The Hon. Mr. Stratton. 

Q.—Who were the other Directors 
of the People’s Life? A.—The Vice- 
President, the late Mr. T. P. Coffee, 
Mr. Karn of Woodstock, Mr. Hol- 
land, and Mr. Kloepper of Guelph. 

Q.—These men were all connected, 
were they, with the Dominion Per- 
manent Loan Company? A.—TI can- 
not answer that, I do not know. 

Q.—You do not know? A.—I know 
some of them were, but I cannot say 
that they all were. 

Q.—Tell us the extent of your 
knowledge on that subject? AI 
believe they were, after considera- 
tion; I think they were. 

Q.—And prior to your going into 
the People’s Life did you know who 
were the persons, or what company 
or companies were chiefly interested? 
A.—I cannot say that I did. 


Q.—You had never before you be- 
came Manager been associated in any 
way with the People’s Life? A 
Not in any way. 

Q.—The People’s Life had incor- 
poration under the Ontario Statutes, 
had it not? A.—Yes sir. 

Q.—And had merely an Ontario 
license, had it? A.—An Ontario li- 
cense. 

Q.—Did it ever seek a Dominion 
license that you know of? A.—Not 
to my knowledge. 

Q.—Nothing was ever done towards 
Runene any Dominion license? A. 
—No. 

Q.—An Act of Incorporation was 
passed in 1892, Chap. 102 of the On- 
tario Statutes of that year. Did it 
have capital stock in the ordinary 
sense of the word? A.—I believe 
not. 

Q.—What was the distinction be- 
tween the People’s Life in that re- 
gard and the usual life insurance 
company? A.—The People’s Life 
was looked on as a mutual company, 
where in the ordinary life company, 
a stock company, it is different to 
that extent. 

Q.—The People’s Life was regarded 
as a mutual company, the money to 
represent capital being raised in what 
way? A.—By debentures I believe. 

Q.—Originally was there any de- 
benture stock? A.—I think there 
was in the early history of the com- 
pany. 

Q.—The Act of Incorporation pro- 
vided that every person who held one 
or more debentures of the company, 
and every policyholder should be deem- 
ed to be a member of the company. 
They constituted the members—any 


. 
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persons who held debentures and those 
who were the policyholders; that is 
right is it not? A.—I believe so. 

Q.—And there seems to be no pro- 
vision there for any debenture stock? 
A.—You are referring \now to the 
early history. 

Q.—Yes, before the other legisla- 
tion? A.—Yes. 

Q.—Then the voting power was com- 
prised of one vote for every $100 of 
debentures, and, each policyholder 
should have votes according to the 
amount of his policy, $500 one vote, 
$500 to 2,000 two votes, and one vote 
every additional $2,000, but no mem- 
ber shall be entitled to vote while in 
arrear for any premium due by him to 
the company. The voting power has 
never been altered has it? A.—Not 
under my management, 

Q.—Has there been any annual 
meeting under your management? A. 
—No sir. You are speaking now of 
the People’s Life. 

.—Yes. You became Manager in 
April you say? A.—March 30th. 

Q.—March, 1905? .A.—Yes. 

Q.—And this is September, 1906? 
A.—Yes. 

.—How is it that there were no 
annual meetings of shareholders or 
annual meeting of members of the 
company? A.—Of the People’s Life? 

Q.—Yes. A.—It ceased doing busi- 
ness. 

Q.—Has the company, according to 
your view, passed out of existence? 
A.-——I would consider it so. 

Q.—Are there any debenture-hold- 
ers now of the People’s Life? A.— 
I believe they are all retired, with 
one exception. 

Q.—What exception is that? A.— 
That is one of $5,000 which I have 
been in correspondence with, and I 
have the authority of the President 
to accept it. 

Q.—One of $5,000 that you have 
corresponded with, and you have the 
authority of the President to accept 
that? A.—Yes, I am in’ correspon- 
dence with him regarding that. 

Q.—Has the People’s Life a Board 
of Directors now? A.—I cannot an- 
swer that, I do not know. 

Q.—Are you an officer of the 
People’s Life? A.—I am not. 

Q.—Who is an officer, do you 
know? A.—I do not know that they 
have any officers. 

Q.—So that you do not know wheth- 
er the company has officers or Board 
of Directors now? A.—I do not. 

Q.—The provision in the Act was 
that one of the Board should retire 
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annually, but that has never been 
considered at all since you have been 
Manager, because you have never been 
appointing Directors? A.—No. 

Q.—Then section 12 gave the power 
to issue debentures, and it reads in 
this way: 

‘The Board may issue debentures 
to any amount, not exceeding in the 
whole the sum of $20,000, transfer- 
rable only on the books of the com- 
pany in favor of any person, firm, 
building society, banking or other 
company, for the loan of money, and 
may borrow money therefrom on 
such debentures for any term not ex- 
ceeding five years, and on such con- 
ditions as they think proper, and 
may renew the same from _ time to 
time, the whole of the assets being 
held liable to pay the same at matur- 
ity, but no such debenture shall be 
for a less sum than $100.”’ 

So that the original power of the 
company to issue debentures was 
limited to the sum of $20,000? A.— 
I should say so. 

Q.—You know enough of the his- 
tory of the company to remember 
that, don’t you? In 1894 an Act was 
passed increasing the power to raise 
money on debentures to $50,000. Was 
that your understanding? A.—Yes. 

Q.—Then section 13 provided for an 
initial deposit with the Provincial 
Government of $10,000 in cash, or 
stock debenture or other securities, 
and then it provided for a graded 
deposit afterwards according to the 
amount at risk. If the amount at 
risk exceeds a million dollars, then 
for each additional one million dol- 
lars or fraction thereof the company 
shall keep on deposit with the De- 
partment the sum of $5,000, and the 
additional deposit shall be either in 
cash or securities as aforesaid. Has 
the company any deposit with the 
Ontario Government now? A.—lI be- 
lieve so. 

Q.—How much? A.—I am not just 
clear on the amount. I know it was 
increased after my management. , 

Q.—You know it was increased at 
the end of the year? A.—Yes. 

Q.—Have you anything here, any 
book here that will show that? A.— 
I do not think so, I do not know. 

Q.—It is a deposit slip of the Trad- 
ers Bank for $10,000; is that right? 
A.—Yes, I believe so. 

Q.—Bearing interest? A.—Yes. 

Q.—That is one of the items that is 
set out in your account, a $10,000 de- 
posit slip I think? A.—Yes. 

Q.—Section 16 provided for the in- 
corporation into the Company’s Act 
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of Incorporation of different provi- 
sions of the Ontario Insurance Act, 
certain sections, mutual fire sections 
are to apply. Then there was an Act 
obtained in the year 1901, assented to 
on the 15th April, 1901. I suppose 
that you know of that Act, but of 
course you had nothing to do with 
the obtaining of it? A.—Nothing to 
Be with it prior to the 30th March 
ast. 


Q.—At the time that Act was passed 
there was authority in the company 
to issue debentures up to $50,000? A. 
—Does the Act state that? 


Q.—Yes, that is the 1894 Act? A. 
—It states that, does it? 


Q.—Do you know that or do you 
not? A.—I do not know. 

Q.—You do not know what the pow- 
er of the company was in that regard 
at that time? A.—I do not. 

Q.—You do know the power of the 
company under this 1901 Act? A.— 
Yes, I should say fairly well. 

Q.—Then we will deal with the 
position of the company under this 
Act. Section 1 of the Act, which is 
chapter 96 of 1 Edward VI, which 
provides that the Directors may from 
time to time issue debenture stock in 
such amounts and on such terms, and 
bearing such rate of interest, and in 
such currency as the Directors may 
from time to time think proper, but 
the amount borrowed at any one time 
on the security of debenture stock, 
shall not, unless with the consent 
previously obtained of the Lieuten- 
ant Governor-in-Council exceed in the 
whole $250,000. Mr. McLaughlin 
says there is an additional $5,000 
with the Department. 

Q.—Can you say, Mr. McCutcheon 
how much there was outstanding in 
debentures, when this Act was passed 
in 1901? A—I cannot. I do not re- 
member. 

Q.—You do not remember and you 
have never looked into it? A.—I have 
not. 

Q.—The books, of course, will show 
SN ateriscA.=\ C8. 

Q.—Do you know why authority was 
obtained to issue debenture stock in 
1901? A.—I do not. 

Q.—Then Section 2 provides that 
the holders of any debentures of the 
conipany may, with the consent of 
the directors, at any time exchange 
such debentures for debenture stock. 
Do you know whether such exchanges 
were made? A.—I understand there 
were. The prior stock was retired. 

Q.—The prior debentures were re- 
tired? A.—Yes. 
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Q.—Who held those prior deben- 
tures? A.—I cannot say. I do not 
remember. 

Q.—Let us have the books then and 
we will find out. I suppose they 
would show? A.—I judge so. 

Q.—Then Section 3 is a clause that 
makes it impossible for the holder of 
the debenture stock to demand re- 
payment, but gives the company the 
privilege of giving him back his money 
with interest, after five years have 
expired, does it not? A.—It reads 
that way. 

Q.—You know that that is the pro- 
vision, do you not? A.—That part of 
it I dealt very little with. 

Q.—That part is the part under 
which you are acting now in repaying 
these people their money, is it not? 
A.—They are being repaid. 

Q.—And you are repaying them? 
A.—No, I am not. 

Q.—Have you not been repaying 
them since the arrangement went 
through between the Home Life and 
the People’s? A.—The People’s Life 
have been repaying. 

Q.—Who are the People’s Life? <A. 
—That would be the President who 
is giving that personal attention. 

Q.—Mr. Stratton, do you mean? 
A.—Yes. 

_ Q.—And you have not been giving 
it attention? A.—I have not. 

Q.—And you say you have not 
been considering this section at all? 
A.—I have not. 

Q.—Then Section 4 provides (reads). 
Were all the debentures retired by de- 
benture stock? A.—I cannot answer 
that. I do not know. I believe so. 

Q.—Mr. Stratton will have to tell 
about that, I suppose. You cannot 
give any information? A.—I_ was 
told and informed that it was. I did 
not look into it personally. I ac- 
cepted that. 

Q.—But you cannot say what the 
debentures amounted to and you had 
nothing to do with the transaction 
regarding the exchange yourself. A. 
—I did not. 

Q.—‘‘The company shall cause en- 
tries of the debenture stock, from 
time to time issued, to be made in a 
register.”’ You had nothing to do 
ae the keeping of that book? A.— 
INO 

Q.—‘‘The debenture stock when 
fully paid up shall be transferable.’’ 
(reads). You had nothing to do with 
that book either? A.—No. 

Q.—While you were the Manager 
of the People’s Life there were no 
transfers that you gave any atten- 
tion to personally? A.—That ‘is cor- 
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rect, sir. I gave no attention to 
them. 

Q.—Everything relating to the 
transfer of the stock and the exchange 
of the debentures was attended to by 
Mr. Stratton? A.—Yes, and his co- 
directors. 

Q.—By Mr. Stratton, chiefly, and 
under his direction? A.—Yes. 

Q.—Then, if you cannot give any 
personal information about that, Mr. 
McCutcheon, I suppose that when you 
became Manager, you at once looked 
into the position of the company as to 
impairment and saw how the impair- 
ment had been built up year by year, 
did you? A.—No, on assuming the 
management the first thing I thought 
wise to do was to give personal atten- 
tion to the field force at once; find 
out if there was any improvement to 
be made there. I looked into that 
carefully and I made such improve- 
ments as I thought wise. 

Q.—Will you tellme,Mr. McCut- 
cheon, ‘the arrangement you ‘made 
with the company as to your remun- 
eration when you became Manager? 
A.—Are you referring to the People’s 
Life? 

Q.—Yes. A.—An arrangement for 
a salary of $5,000 a year. 

Q.—A straight salary of $5,000 a 

ear? <A.—.Yes. 

i Q.—Anything in addition? A.—A 
slight commission on increased busi- 
ness. 

Q.—A slight commission of what? 
A.—One per cent. 

Gators per cent. on what? A.— 
The increased premium income of the 
company. ; 

Q.—One per cent. on the increase 
each year of the premium income, 
while you would be Manager? A.— 
Yes. 

Q.—Have you a copy of that con- 
tract here? A.—I have not. It could 
be obtained. 

Q.—You have not a copy of your 
old contract with you? <A.—No. 
That is what it was. 

Q.—Did the provision for payment 
of commission continue if you left 
the company? A.—No, there was no 
provision. 

Q.—On the termination of your en- 
gagement in any manner the agree- 
ment came to an end and all pay- 
ments ceased. A.—Yes. 

Q.—That is to say, if the agree- 
ment was properly brought to an end 
by either party, is that right? A.— 
Yes, at that issue I was either the 
man or I was not, and I was not 
particular, when accepting the posi- 
tion. 
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Q.—When you were accepting the 
position you did not want a contract 
that tied up the company to you, un- 
less you were the proper man for the 
company? A.—That is it. I felt per- 
fectly satisfied that I could prove my 
ability and secure from the company 
a contract sufficient to idemnify me 
for the duties called upon. 

Q.—I suppose that without going 
too much into unnecessary detail, 
that contract with the People’s was 
a better contract for you than your 
previous contract with the Federal? 
A.—Oh yes, there was some prefer- 
ment although had I remained with 
the Federal, I have no doubt there 
would have been preferment there. 


Q.—But it was an improvement on . 


your former arrangement? A.—Yes, 
sir 

@.—And you were not in any way 
anxious to tie up the company to a 
contract extending over a_ certain 
Mumber! of yearsr’ A.—I” “was * not, 
until I looked fully into the affairs of 
the company. 

Q.—Then, besides looking into the 
field force I suppose you did examine 
in time into the financial position of 
the company? A.—To a fair extent. 


Q.—Were any efforts being made 
by the company to sell out its busi- 
ness at that time? A.—On my ac- 
cepting the management? 

Q.—Yes? A.—Not to my knowledge. 

Q.—Were any negotiations carried 
on for amalgamation or sale or re- 
insuring -of business with any com- 
pany other than the Home Life? A. 
—_Not that came to my knowledge. 
I believe not. I don’t think there 
was. Not that I know of. If there 
had been it was prior to my manage- 
ment 

Q.—Then, just to show the posi- 
tion of the People’s at that time, I 
would like to show you some state- 
ments that have been made up as to 
receipts and expenses and sec whether 
you can confirm them. (Filed as Ex- 
hibit 425.) This is a statement show- 
ing the premium receipts expenses 
and deferred and outstanding pre- 
miums and reserves from 1892 down 
to 19042 A.—I took the report that 
was given in 1904. 

Q.—And have you never gone beck 
over the previous years? A.—No, 
because you see within a few months 
negotiations were on and it was not 
necessary until I would know what 
the outeome was. 

Q.—You say that soon after you 
went into the People’s Life negoti- 
ations were on for the transaction 
which was ultimately carrivd through 
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with the Home? 
after. 

Q.—Was it pending when you be- 
came Manager? A.—N-t to my 
knowledge. 


Q.—You were not made aware of 
the negotiations before you became 
Manager? A.—No, I was not. 


Q.—And you say that soon after 
March 1905—how socn did the nego- 
tiations commence? A.—Oh, say a 
few months. I aad looked into the 
affairs of the company and I suggest- 
ed that it would be wise to forma 
larger company and reinsure the con- 
tracts. 


Q.—Reinsure the insurances of the 
People’s Life? A.—Yes. 


Q.—What brought you to that con- 
clusion? A.—Well, the agency force 
and the husiness. It was a matter 
of say 24 millions of business; I 
thought, here we can attend to pro- 
bably 6 or 7 millions of business at 
a fractional less cost and eventually 
it will be better for the policyholders 
and all concerned. 


Q.—That is you thought the un- 
controllable expenditure would not be 
much more for combining your busi 
nest with the business of some other 
company and making it a larger vol- 
ume of business to handle? A.—Cor- 
rect. 

Q.—The People’s had been in busi- 
ness from 1892 down to 1904, a mat- 
ter of some 12 years? A.—Yes. 

Q.—So that it was not what you 
would call a young company? A.— 
No. 

Q.—Is it unfair to say that+you 
have found that the People’s had not 
been making very satisfactory pro- 
gress? A.—Well, when I went there 
they had a nice business, there is no 
doubt about it. 

Q.—What do you mean by a nice 
business? A.—A nice paying busi- 
ness; a very low death loss, a well 
paid for business; the death loss was 
marvellously low; in fact it surpassed 
my expectations. 

Q.—The death rate was very favor- 
able? . _A.—Yes. 

Q.—Is that the only thing you can 
emphasize on that side? A.—And the 
business was well paid for; the pre- 
miums were coming in well. 

Q.—What do you mean by well paid 
for? A.—Kept up and the business 
done. 

Q.—That is persistent business? A. 
—Yes, paid for business. 

Q.—The insurance not lapsing? A. 
—Oh, there are always lapses. 

Q.—But a low lapse rate, is that 


A.—Yas, shoiitly 
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what you mean? A.—Well, lapses 
sometimes are beneficial you know. 

Q.—But is that what you mean, 
that it was a low lapse rate? A.— 
No, I mean that the business was a 
nice business, well paid for and well 
kept up. The lapsed element then 
was not so great. 

Q.—Here are the premium receipts 
in 1892, amounting to $3,511. In 
1894 they amounted to $10,772.09. In 
1895 the premium receipts dropped 
back to $7,226. In 1896 they went 
back to $5,586. In 1897 they were 
$9,642, and then from 1897 to 1898 
there was a large increase, up to 
$28,881, and then it continued at 
about $28,000. In 1901 it was $80,- 
720; in 1902 $46,889; in 1903 $67,059, 
and in 1904 $68,790. That was the 
history of the premium receipts of 
the People’s Life over the 12 year 


period. In 1904 that would agree 
with your understanding? A.—Yes, 
$68,000. 


Q.—Then, take the impairment. 
In 1892 there was an impairment of 
$7,796; in 1893 $10,200; in 1894 $21,- 
278; in 1895 $21,170; in 1896 the im- 
pairment was decreased down _ to 
$14,080, but that was the year where 
the large falling off occurred in the 
premium receipts, so apparently there 
was very little pressing for business 
that year. That would be your un- 
derstanding of it? A.—Yes. 

Q.—In 1897 the impairment was 
$27,999; in 1898 it was $13,640; in 
1899 $46,656; in 1900 $48,530; in 1901 
$109,242. It was more than doubled in 
that year. In 1902 $187,321; in 1903 
$233,600, and in 1904 $221,078. Now, 
does* that agree with your recollec- 
tion in 1904? A.—Yes. 

Q.—That year and the year 1903 
were very much larger than any other 
years, although the vompany had been 
in business for some 12 years? A.— 
Yes. 

Q.—Would not that affect your 
statement, as to the position of the 
company at that time? A.—No, be- 
cause during those two years the com- 
pany was without a manager, nomin- 
ally speaking. 

Q.—During the years 1903 and 
1904?  A.—Yes. 

Q.—Do you know why it was with- 
out a manager during those two years? 
A.—I do not, beyond the secretary 
had to do the management of the 
company. 

Q.—Was he doing the management 
of the company because it was looked 


upon as a prudent arrangement or 


was it a make shift arrangement? A. 
—I cannot answer that. 
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oT aes do not know about that? 
.—No. 

Q.—Then, prior to that, take 1901 
and 1902, when the company had been 
in business for 10 years. In 1901 
the impairment increased from $84,- 
530 up to $109,242; more than double. 
That seems to be a large increase in 
impairment after a company has been 
running 10 years, does it not? A.— 
I am not conversant with the early 
history there. I have paid little or 
no attention to it. ; 

Q.—I am not asking about the early 
history, I am trying to give the Com- 
mission the same information you ob- 
tained when you became manager of 
the People’s. | You have spoken of it 
as being satisfactory, as I understand 
you? A.—I made up my mind when 
I accepted it that it could be made 
satisfactory that the element was 
there. 

().—That it had the groundwork of 
a business that you could develop and 
make satisfactory? A.—I hoped to 
do so or I would not have accepted 
the position. 

Q.—But the result of the previous 
years’ business of the company, ex- 
tending over 10 or 12 years, must 
have been disappointing to the people 
connected with it? A.—It would look 
that’ way. 

Q.—And I suppose that there can- 
not be any question that it was that 
feature that caused the persons in- 
terested in the company to look about 
to see what arrangement could be 
made by way of amalgamation or re- 
insuring or of any other nature? A. 
—Well, as I stated, I recommended 
that after being there a few months, 
after I had looked into the affairs of 
the company. 

Q.—Was that a matter that was up 
for discussion, how this condition of 
affairs and how this history the com- 
pany had had could be improved? A. 
—No, that was left entirely to me. I 
looked at it and I made my report 
recommending to the directors and 
President that it would be wise to re- 
insure their contracts and get a larg- 
er company. 

Q.—Do I understand then that that 
was initiated by you? A.—Undoubt- 
edly. 

Q.—It was initiated by you, the 
transaction with the Home Life? A. 
—Yes, I recommended the reinsuring 
of the business. 

MR. LANGMUIR: What policies 
were current in 1904? A.—In tie 
People’s Life in the neighbourhood of 
about, I should say 2% millions, in 
round numbers. 
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MR. TILLEY: Another sheet of 
Exhibit 425 gives the amount of busi- 
ness in force each year. In 1892 the 
amount in force was $209,000. In 
1893, $502,300; in 1894, $451,360, be- 
ing a decrease of $51,000. In 1895, 
$337,231, a decrease of $114,029 over 
the preceding year. In 1896, $246,- 
581, a decrease of $90,650. In 1897, 
$452,820 or an increase of $206,239; 
in 1898, $1,057,118, more than double 
that year. In 1899, $1,247,651; in 
1900, $965,247; in 1901, $1,552,000, 
being a very substantial increase. In 
1902, $2,108,757; in 1903, $2,337,557 
and in 1904, $2,649,842. That indi- 
cated the insurance in force, which 
during four of the year’s decreased 
as compared with the nreceding year 
and the remaining eight years showed 
an increase over the preceding year? 
A.—Yes. 

Q.—Then, did you regard 23 mil- 
lion of business as a fair showing for 
12 years, or did you think that that 
wags rather a small amount of busi- 
ness to have in force at the end of 
that period? A.—I did not consider 
it in that way; I looked upon 23 mil- 
lions of business as a very nice asset 
and then, adding to that business it 
could probably be made a _ valuable 
company later’ on. 

Q.—Any way you were not’ con- 
cerned with how long it had taken to 
build up that business? A.—No, I 
know from experience the work re- 
quired to build up 23 millions of busi- 
ness. 

Q.—You looked upon it from the 
standpoint of the asset you had in 
hand to commence that business and 
then to go on from that point? A. 
—That is right. 

Q.—Then there is a sheet giving the 
premium income, increase and _ de- 
crease, but of course that varied about 
the same as the insurance in force? 
A.—According to the business in 
force, yes. 

Q.—Then, Mr. McCutcheon, if you 
initiated the transaction with the 
Home Life were you the one that 
carried on the negotiations? A.— 
No. 

Q.—Who carried on the  negotia- 
tions? A.—That was done by our 
solicitor. 

Q.—Who was your solicitor? A.— 
Mr. Warren at that time. 

0. Mri Jou; eWwarrenr + A.,—-Yes: 

Q.—Then Mr. Warren was acting 
for the People’s Life, I suppose? A. 
—] “think ‘so;” yes? 

Q.—Who did he carry the negotia- 
tions on with, do you know? A.— 
No, I cannot say, beyond I would sup- 
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pose it would be with the managing 
director then of the company. 

Q.—The managing director of the 
Heme Life? A.—Yes. 

Q.—That would be Mr. A. J. Patti- 
son? A.—Yes. 

Q.—Did Mr. Warren act under your 
instructiong or the instructions of 
some person else connected with the 
People’s? A.—Well, principally un- 
der my advice. 

Q.—Reporting to you from time to 
time? A.—Yes. 

Q.—Was Mr. Warren the person 
who first saw Mr. Pattison about the 
transaction? A.—I cannot say that. 
I don’t know. 

Q.—Tell me how you got in touch 
with the Home Life? A.—By speak- 
ing with the President of the People’s 
Life? 

Q:-Mr. Stratton? A.—Yes. 

Q.—Tell me what happened that 
led up to the arrangement that was 
ultimately carried through? A.— 
Stating that I heard the Home Life 
might possibly be obtained, and it 
might be wise to consider the matter. 

Q.—Had you had any discussion 
with the Home Life at that time? A. 
—No. 

Q.—That was a hearsay report that 
you had got? A.—Yes. 

Q.—And then what happened after 
that? A.—It was brought up _ by 
interview, I suppose, by Mr. Warren 
and the others. 

Q.—I would like to know’ what 
happened? A.—It resulted in the 
Home Life taking over the insurance 
contracts of the People’s Life? 

Q.-——But you said that you thought 
the Home could be obtained? A.— 
Yes. 

Q.—Now, were the People’s obtain- 
ing the Home Life or the Home Life 
obtaining the People’s? A.—The 
Home Life obtained and took over 
the contracts of the People’s Life. 

Q.—Then, do I understand, that 
you did not make or give instructions 
for the making of the arrangements 
with Mr. Pattison? A.—I did, I en- 
dorsed it. 

Q.—Did you devise the plan by 
which it was carried through? A.— 
To a great extent I did. 

Q.—Did you make any _investiga- 
tion of the Home Life business? A. 
—Oh yes, the report to the Govern- 
ment, I accepted the last Annual Re- 
port. 

Q.—You made no other investiga- 
tion of the business? A.—No. 

Q.—You took the Government state- 
ment for it?s: A.—Yes. 
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Q.—And the Home Life, did _ it 
make any investigation of your busi- 
ness or take the Government State- 
ment? A.—Took the Government 
Statement. 

Q.—Before the transaction was car- 
ried through I suppose you learned 
of the contracts that were existing in 
the Home Life with the Manager and 
any other officers, that would be one 
thing you would be informed about? 
A.—Yes. 

Q.—Who gave you information on 
that subject? A.—I am not posi- 
tively clear on that. It might be 
through Mr. Warren or some of them, 
but I cannot say who first. I :am 
not clear on that. 

Q.—Can you tell us of any parti- 
cular date when you learned of the 
contracts that were existing? A.—l 
cannot. 

Q.—When the knowledge came to 
you? A.—I have no particular date. 

Q.—Were the contracts with Mr. 
Pattison and any other officers sub- 
mitted to you or copies? A.—wNo. 

Q.—You never saw the contracts 
yourself? A.—No. 

Q.—Nor any copies, but you were 
told the effect of them? A.—I was. 

Q.—And did you understand the 
contracts to be as they afterwards 
turned out when you saw them? A. 
— Yes. 

Q.—What other contract besides 
Mr. Pattison’s contract did you get 
any information about? A.—Mr. 
Firstbrooke. 

Q.—Who was Mr. Firstbrooke? A. 
—One of the directors, I believe, Vice- 
President of the Home Life. 

Q.—That is Mr. John Firstbrooke? 
A.—Yes. 

Q.—He became President in 1904? 
A.—Yes, either President or Vice- 
President. 

Q.—Did you learn of any other con- 
tracts that were in existence with the 
Home Life? A.—In what reference 
do you mean? Agency contracts? 

Q.—Any other special contracts that 
you knew of before the arrangement 
was carried through? A.—No, sir; 
those two contracts, Mr. Pattison’s 
and Mr. Firstbrooke’s. 

Q.—And you don’t know from whom 
you obtained information about them? 
A.—No, I am not clear on that. 

Q.—Will you tell me what you think 
about it? §A.—What I think: about 
the—P 

Q.—What you think about who you 
got that information from, even if 
you are not very clear? A.—Oh, it 
might have been from Mr. Stratton 
or Mr. Warren, either one. 
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Q.—Then, probably it would be as 
convenient to put in the contracts 
with Mr. Pattison now. ‘They will 
have to be referred to again and they 
might as well be in. I think we 
might attach Mr. Pattison’s contracts 
together and make them one exhibit. 
(Filed as Exhibit 426.) Mr. First- 
brooke’s contract will be the next Ex- 
hibit. (Filed as Exhibit 427.) There 
are copies of three different agree- 
ments with Mr. Pattison produced; 
the first one is dated the 14th Sep- 
tember, 1893, the second is dated the 
lst May, 1897, and the last one the 
12th November, 1898. I suppose, Mr. 
McCutcheon, that the only agreement 
you were interested in at the time 
was the last agreement, the one of 
November, 1898?  A.—yYes, sir. 

Q.—Then we will put it on the 
face of the different agreements. I 
will read that agreement and I will 
not bother for the present reading 
the previous agreements which are 
attached to. it. They may come up 
to be discussed later. It is dated 
12th November, 1898, between the 
Home Life of the first part and A. 
J. Pattison of Toronto of the second 
part. (Reads.) Without going in- 
to detail about it, is that agreement 
now in force? A.—No, it is not. 

Q.—When the transaction between 
the Home Life and the People’s was 
consummated that agreement termin- 
ated and no payments are being made 
under that agreement to Mr. Patti- 
son since? A.—There are no pay- 
ments made to Mr. Pattison since; 
none whatever. 

Q.—And that agreement is cancel- 
ead A.—That agreement is cancel- 
e 

Q.—Then one agreement is produced 
with Mr. Firstbrooke, and it is dated 
the 14th February. 1899; the Home 
Life Association of Canada, of the 
first part and John Firstbrooke, of 
the City of Toronto, manufacturer, 
of the second part (reads Exhibit 427.) 
That is signed by the Home Life As- 
sociation, A. Pattison, General 
Manager, John S. King, M.D., and 
signed by John Firstbrooke. 

MR. LANGMUIR: What was the 
volume of business of the Home Life 
in force at that time? 

MR. TILLEY: Perhaps Mr. McCut- 
cheon could give us that from the 
books. I do not know that I can 
put that in at this time, but I will 
come to that later. Is that agree- 
ment with Mr. Firstbrooke now in 
force? A.—No, not in force. 

Q.—Gn the consummation of the 
arrangement between the Home Liie 
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and the People’s Life both those con- 
tracts came to an end? A.—They 
did. 

JUDGE MacTAVISH: In the Blue 
Book for 1905, containing the Report 
for the year 1904, the net premium 
income is given as $129,138.43. 


MR. TILLEY: I have statements 
showing what moneys were paid under 
those agreements, but I thought that 
would probably come more naturally 
from Mr. Pattison himself. I was 
just asking Mr. McCutcheon now as 
to the condition he found the Home 


Life in with respect to contracts. You: 


knew of both those contracts before 
the arrangement was concluded? A. 
—Before it was finally concluded. 


Q.—And you have told me I think, 
that you did not know of any other 
special contracts before it was finally 
concluded? A.—I knew of none at 
that time. Nor since. 


Q.—These contracts that we have 
read cover all the special arrange- 
ments made with any of the officers 
or directors of the Home Life com- 
pany? A.—They do. 

Q.—Then we will probably refer to 
those again later. But I will put 
in now the contract that was con- 
cluded between the Home Life and the 
People’s. The original agreement 
for the carrying out of the arrange- 
ment which was concluded between 
the People’s Life and the Home Life 
is dated 12th October, 1905, and is 


produced. We will file a copy as an 
es (No. 428.) (Reads Exhibit 
428. 


That agreement then was dated on 
the 12th October. the date when you 
say. the transaction was completed? 
A.—Yes, 

Q.—And at that time Mr. Kirby, 
who was the Secretary of the People’s, 
had become the Secretary of the Home 
Wate ree A. 6S. 

Q.—That is, certain changes had 
been made in the personnel of the 
Board of the Home Life which we will 
refer to later. Now was there any 
other agreement than that document 
which I have just read, regarding the 
transaction that took place between 
the Home Life and the People’s Life? 
A.—None that I remember of. I re- 
member no other. 

Q.—yYou never saw any other docu- 
ment? A.—Not to my knowledge. 

Q.—Either before or at the time or 
since the transaction took place as 
to the arrangement then made? A. 
—Not that I can remember of. I 
remember of no other. 
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Q.—And so far as you are concern- 
ed, you are a party to no other? A. 
—I am a party to no other that I 
know of. 

Q.—There was an agreement made 
with you at the same time though, 
was there not? <A.—Yes. 

Q.—With you, as the new Manager 
se the Home Life Company? A.— 

es. 

Q.—The transaction involved the 
continuation of the business of the 
Home Life rather than the continua- 
tion of the business of the People’s 
did it not? A.—It would necessarily 
involve both. 

Q.—The Home Life was to be the 
company to continue? A.—Certainly. 

Q.—And the People’s was to be the 
Company to be wound up by degrees 
as it could be wound up? A.—Yes. 

Q.—Was it done in that way be- 
cause the Home Life had a Domin- 
ion Charter? A.—That would be one 
of the considerations. 

Q.—Any other consideration? - A. 
—That would be the important one, 
the only important one that I can 
remember at this issue. 

Q.—In the way it was done it was 
optional which company you would 
continue practically, was it not? A. 
—Well, our preference would be to 
continue, in fact it made no differ- 
ence in one way, it could make no 
difference because either one could 
have gone on. 

Q.—The People’s could have gone 
on and obtained a Dominion License? 
A.—Yes. 

Q.—But the Home Life already hav- 
ing a Dominion license there was that 
object in continuing the Home Life 
company? A.—Yes, some expenses 
saved. 

Q.—Mr. Mclaughlin says that hw 
is advised bv Mr. Warren that he 
had in mind as well the peculiar na- 
ture of the incorporation of the Peo- 
ple’s as I outlined it this morning, 
in the shape of debentures and de- 
benture stocks and so on; that the 
Home Life was deemed a preferable 
charter? A.—Undoubtedly the pre- 
ferable charter. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 6th, 


1906. 
Examination of James K. McCut- 


cheon continued: 


MR. TILLEY: Q.—Were the terms 
of this agreement between the People’s 
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and the Home settled by you? A.— 
No, not fully. 

Q.—You, though, were aware of 
every phase of the transaction I sup- 
pose as it was progressing? A.— 
Yes. 

Q.—Did you arrange the terms of 
your own contract with the Home 
Life? A.—Yes sir. 

Q.—Who did you arrange those 
terms with? A.—With the directors. 

Q.—What directors? A.—The full 
Board endorsed it on my proposition. 

Q.—I would like to know what 
Board? A.—First it was spoken of 
with the President, solicitor, the Vice- 
President. 

Q.—I wish you would mention the 
parties by name? A.—Mr. Stratton, 
President, Vice-President Mr. King, 
and solicitor, Mr. Warren. 

Q.—When you refer to officers of 
the company you mean the officers 
who became officers at the time the 
arrangement was carried through? A. 
—FExactly. 

Q.—Was the agreement with your- 
self arranged with the former direc- 
tors of the Home Life? A.—OQh yes. 

Q.—Mr. Pattison, did he know of 
itP A.—Yes, Mr. Pattison knew of 
it. 

Q.—Did Mr. Firstbrooke know of 
it? A.—TI believe so. 

Q.—Did you discuss it with Mr. 
rca A.—I never did person- 
ally 

Q.—Who then discussed it with 
him ? A.—I should say the direc- 
tors, the Vice-President and Presi- 
dent. 

Q.—Do not say directors? A.— 
The same persons referred to. 

Q.—Call them by name, I want to 
know what persons you dealt with? 
. Stratton, Mr. King— 

Q.—Mr. Stratton discussed it with 
Mr. Pattison? A.—Yes. 

Q.—But you did not? A.—No. 

Q.—So far as you can say there 
was no discussion of the terms of 
vour agreement with Mr. Pattison or 
Mr. Firstbrook? A.—None _ what- 
ever. 

Q.—You believe Mr. Stratton did 
discuss the terms of your agreement 
with them? A.—I certainly believe 
SO. 

Q.—Just to make the record of the 
agreements complete I will read now 
the agreement with Mr. McCutcheon. 
(Reads agreement which was filed as 
Txhibit 429.) Did you arrange the 
terms of that agreement yourself or 
was it thrust upon you? A.—I con- 
sented to it, I was a party to it and 
understood it fully. 
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Q.—You understood it fully and you 
assented to it, were the terms pro- 
posed by Mr. Stratton or were they 
proposed by you? <A.—We discussed 
it together and mutually agreed. 

Q.—This morning you said that you 
did not feel it necessary to tie the 
company to a _ contract for a long 
term of years, or a contract to give 
you a percentage extending over five 
or ten years; had you changed your 
mind in the meantime? A.—I was 
then referring to the People’s Life. 


Q.—What is the difference between 
that and the Home? A.—TI felt per- 
fectly satisfied if I made a success of 
the People’s Life my future would 
be assured but I had to assume that 
responsibility on my own confidence. 


Q.—And your confidence— A.—Is 
greater than ever it was. 


Q.—And why did you want the form 
of the agreement changed? A.—Simp- 
ly because that agreement’ existed 
when we assumed the Home Life 
transaction, the new agreement. 


Q.—Because what agreement exis- 
ted when you assumed the Home Life? 
A.—The agreement of Mr. Pattison 
and Mr. Firstbrook. 

Q.—You found when you were car- 
rying through the transaction the 
two agreements of Messrs. Pattison 
and Firstbrook? A.—Yes sir. 

Q.—Covering a period of 15 years 
in all, a portion of which was yet to 
run? A.—Yes. 

-Q.—Those agreements were made 
about 1898 and 1899 which left about 
a ten year period? <A.—Yes. 

Q.—That ten years was still com- 
ing to Pattison and Firstbrook, and 
you thought well to incorporate a 
similar clause into your agreement? 
A.—Undoubtedly. 

Q.—Why? <A.—-Because it existed 
there. 

Q.—Were Pattison and Firstbrook, 
or either of them to get any portion 
of this percentage? A.—Iach year 
during the contract. 

Q.—At any time? A.—Undoubtedly 
as the contract called for. 

Q.—I mean to say under your agree- 
ments with, the (Home ~[ife— 7 A. 
Were they to get any portion of it? 

Q.—Yes?r°) A:—You mean tore the 
future? 

Q.—Are they to get any portion of 
the money payable under this agree- 
ment to you? A.—No. 

Q.—Were they paid anything by 
your A.—Yes. 

Q.—When? <A.—At the time of the 
transfers taking place and the com- 


INSURANCE. 2039 


SESSIONAL PAPER No. 66 
62nd day, September 6, 1906. 


pany taking over the business of the 
other. 

Q.—How much were they paid? A 
—$80,000. 

Q. —Who received the money? A.— 
I believe Mr. Pattison and the di- 
rectors associated with him. 

Q.—Who paid the money? A.— 
Through the solicitor it was paid, re- 
presenting myself. 

—That is Mr. Warren? A.— 
Yes. 

Q.—Is there any document in ex- 
istence that covers that transaction? 
A.—I am not clear on that. 

Q.—I wish that you would make en- 
quiry so that we would have it be- 
cause I asked you this morning for 
every agreement— 


MR. McLAUGHLIN: I will give 
you a copy to put in (Hands agree- 
ment to Mr. Tilley). 


MR. TILLEY: 'This covered the 
amalgamation too? A.—No, that was 
the purchase of the contract. 

Q. cpa was the purchase of 1,184 
shares? A.—Of stock and their con- 
tract, the two contracts. 

Agreement dated October 1905, be- 
tween A. J. Pattison and J. K. Mc- 
Cutcheon, marked as Exhibit 430. 

OQ eornat agreement indicated an 
obligation on the part of Mr. Patti- 
son. did it nour. A.— Certainly, to de. 
liver that stock. 

Q.—And transfer his own contract 
ae Mr. Firstbrook’s contract? A.— 

es, 

Q.—It does not indicate the obliga- 
tion on your part. It says ‘‘Wit- 
nesseth that for valuable considera- 
tion the said Pattison doth hereby 
agree’’— <A.—Yes, 

Q.—It does not say what the con- 
sideration was? A.—I have told you 
what it was. 

Q.—You have said what it was, do 
you know why it was not in the 
agreement? A.—I know of no reason 
why it should not have been in the 
agreement. 

Q.—Some person thought it wise to 
leave it out at any rate? A.—I see 
no reason why it should have been 
left out. 

G2 Then you say the consideration 
that you paid for the stock and the 
transfer of those two contracts was 
$80.000° A.—Correc*. 

MR. McLAUGHLIN: The agree- 
ment is he paid $25 a share besides the 
$80.000. 

MR. TILLEY: Mr. McLaughlin 
says that the stock was at 25 per 
share in addition to the $80,000? A. 
—Certainly, premium on the stock. 
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Q.—The 1,184 shares were 20 per 
cent. paid; there was a premium of 
$5? A.—Yes. 

Q.—That made $25 a share? A.— 
Yes. 

Q.—Did you pay that $25 per share 
for the stock in addition to $80,000 
in cash? A:—I think so} yes; $29,- 
100. 

MR. McLAUGHLIN: This state- 
ment here shows how it was made up. 

MR. TILLEY: Then Mr. Mc- 
Laughlin hands me a statement which 
I think probably I might as well put 
in. 

MR. McLAUGHLIN: I do not 
think it is necessary to put in. You 
can use it in asking questions; there 
are some pencil marks there— 


MR. TILLEY: Then I will have to 
read it. 1,184 shares were the pro- 
perty of: W. Briggs 50 shares, J. W. 
Curry 90 shares, F. Diver 50 shares; 
R. <A. Wood, 50 shares; A. J. 
Pattison, 499 shares; John  First- 
brook, 155 shares; W. A. First- 
breok, 65 shares; John S. Kung, 
50 shares; J. S. King, M.D., 50 


shares; N. F. Depew, 50 shares; 


Thomas Elliott, 75 shares, making 
1,184 shares. The per cent. call and 
$5 premium each share amounting to 
$29,100. Taking those shares, first, 
Mr. McCutcheon, where did you raise 
the money to pay for those shares? 
A.—From the People’s Life. 

Q.—By a loan from the People’s 
Life Company to you? A.—Yes. 

Q.—How were they transferred to 
you, transferred in your own name or 
transferred to you in trust? A.—In 
trust. 

Q.—Were you trustee for any par- 
ticular person or persons? A.—No, 
can only say as representing the com- 
pany. 

Q.—What A.—The 
People’s Life. 

Q.—Do you say that you were act- 
ing as a trustee for the People’s Life 
in making that purchase? A.—I as- 
sumed that capacity. 

Q.—You were not acting as ‘trustee 
for anv individuals? A.—No. 

Q.—Have the People’s Life treated 
those shares as being thus treated? 
A.—I should say they had. 

Q.—Mr. Mclaughlin says at the 
time the transaction was put through 
that you owed the company for the 
amount of the loan which was made 
to purchase the stock? A.—I did. 

MR. McLAUGHLIN: They only be- 
longed to the People’s Life in the 
nature of the fact that they were se- 
curity for the time being. 


company? 
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MR. TILLEY: It is rather remark- 
able Mr. McCutcheon cannot tell us 
that? A.—I have forgotten it.. 

Q.—You know whether you are act- 
ing as trustee for persons or trustee 
for the company? A.—I say it would 
be for the company. 

Q.—That is you are trustee for the 
company in so far as it is necessary 
to secure the loan, but subject to 
that loan whose property are the 
shares, or were the shares these 1,164 
shares? A.—The respective holders. 

Q.—What persons? A.—You have 
named them there. 

Q.—No, those were the persons that 
they were bought from, I want to 
know who you were acting for when 
you made the purchase of the 1,164 
shares, were you acting for Mr. Strat- 
ton? A.—I should say ‘yes. 

Q.—Do you know who you were act- 
ing for or were you doing just as you 
were told about it? A.—As I was 
advised by the solicitor. 

Q.—As you were advised the tran- 
saction was being carried through? 
A.—The solicitor advised me; it is 
some time ago and it is hard to re- 
collect. 

JUDGE MacTAVISH: The import- 
ant point seems to be who has the 
beneficial interest in this particular 
stock now? A.—Much of it has been 
re-sold to different persons. 

-—Who owns what is not resold? 
A.—I hold it still in trust. 

Q.—I am asking who owns it? A. 
—The People’s Life, naturally it 
would be an asset of theirs. 

Q.—Then it was and is an asset 
of the People’s Life— 

MR. TILLEY: Mr. McLaughlin dis- 
claims it as an asset of the People’s 
Life. 

MR. McLAUGHLIN: I prepared a 
statement as to the whole transac- 
tion. 

MR. TILLEY: Q.—It was the in- 
tention I suppose to sel! that stock 
out as opportunity offered? A.— 
Yes. 

Q.—And it was standing in your 
name until the opportunity offered? 
A.—True. . 

Q.—And some of it has been sold? 
Ai~Yes. 

Q.—And there is a small balance 
yet? A.—Yes. 

Q. What I would like to know is 
had you not been able to sell it and 
there had been a loss on whom would 
the loss have fallen, or if there had 
been a profit who would have got the 
profit? A.—If there had been a loss 
certainlv the company would had to 
stand the loss. 
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Q.—The People’s Company would 
have had to stand the loss notwith- 
standing that you were a_ borrower 
merely from the People’s Life? A.— 
Personally, undoubtedly I would have 
had to have stood the loss. 


Q.—Personally? A.—I was re- 
sponsible for it. 


Q.—Was any person else respon- 
sible to you or alony with you? A. 
—No. 

Q.—No person else—that was not 
a transaction of Mr. Stratton’s? A. 
—No, I cannot say that. 


Q.—Is it the fact that Mr. Stratton 
was putting through this transaction 
and he was using your own name and 
your position for the purpose of carry- 
ing it through so far as this purchase 
of stock and those ten payments to 
you of 5 per cent. on the premium 
income? A.—By consenting to be a 
party to it. 


Q.—But the transaction was really 
Mr. Stratton’s but put through your 
name so far as you know? A.—On 
my recommendation. 


Q.—Was that your recommendation 
or was it his? A.—He would natur- 
ally take my advice in carrying it 
through to some extent. 


Q.—I do not know whether he would 
be naturally taking your advice or 
you would be more naturally taking 
his advice—who initiated it, you or 
Mr. Stratton? A.—It would be pro- 
bably talking it over together. 


Q.—You cannot say the idea ema- 
nated from either one in particular? 
A.—No, I would not say it did. 

Q.—(Reading from _ statement): 
“The sales that were made on the 
date of the purchase were to J. K. 
McCutcheon 50 shares; J. R. Strat- 
ton 50 shares; J. W. Lyon 50 shares; 
J. J. Warren 50 shares; J. L. Hughes 
50 shares; William Briggs, D.D., 50 
shares; John S. King 50 shares; D. 
W. Karn 50 shares. C. Kloevfer 50 
shares; J. W. Curry, K.C., 50 shares; 
making 500 shares: and the price 
paid by those parties was the same 
price that you acting as a trustee 
had paid to the Home Life? A.— 
Yes, in every case. 

Q.—They paid no part of the $80,- 
000? © A.—No. 

Q.—None of these parties? A ce 
No. 

Q.—Tell me what ones of these par- 
ties did pay any part of that $80,000 
that was paid to Mr. Pattison? A. 
—None. 

Q.—Go over the names, your own 
name is there? A.—Yes, mine. 
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Q.—That is Mr. McCutcheon, Mr. 
Stratton, did he pay any part of it? 
A.—No, I paid it. 

Q.—You paid it all? At—) 68. 

Q.—Where did you get the money? 
A.—Mr. Stratton furnished it. 

Q.—Don’t you think it might have 
been fair to say Mr. Stratton paid 
some part of it? A.—I am respon- 
sible for it. 

Q.—You are responsible for it to 
himP A.—Mr. Stratton, for the re- 
payment of it. 

.—You are responsible to Mr. 
Stratton for the re-payment of the 
$80,000? A.—Yes. 

Q.—And your security for the $80,- 
000 is the clause in your agreement 
with the Home Life whereby you are 
to get 5 per cent. on the annual pre- 
mium for the next ten years? A.— 
Correct. 

Q.—The five per cent. for the next 
ten years was added to your contract 
with direct reference to the contracts 
of Pattison and Firstbrook? A.— 
Just the same as theirs, identically, 
that contract was in existence. 

Q.—Which contract? A.—Just the 
same as the contract that was in ex- 
istence. . 

Q.—Do you say that the contract 
Mr. Pattison had and the contract 
that Mr. Firstbrook had were worth 
$80,000? A.—Commuted, yes, for 
the term of ten years; take a pre- 
mium income of a quarter of a million 
dollars and take the increase of busi- 
ness— 

Q.—Tell us what the premium in- 
come of the Home Life was in 1904? 
A.—The Blue Book shows that. 

JUDGE MacTAVISH: In round 
figures $130,000. 

MR. TILLEY: And five per cent. 
on that would be $6,500? A.—And 
then you could naturally expect a 
reasonable increase each year in the 
business. 

Q.—That contract of Mr. Patti- 
son’s was a contract which covered his 
time and services for the whole ten 
years? A.—yYes. 

Q.—It was the remuneration he re- 
ceived for giving his whole time to 
the affairs of the Home Life Com- 
pany? A.—Or for managing the 
company. 

Q.—You say the contract can be 
regarded as being worth $80,000 to 
him—for him to give up and devote 
his whole time and attention to some- 
thing else? A.—Well yes; if I held 
a contract like that after working for 
years I would naturally say it was 
worth a consideration and entitled to 
it, 
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Q.—Mr. Pattison and Mr. First- 
brook took the $80,000 in cash and 
that was their stipulation for giving 
up their positions in the company and 
surrendering their contracts? A.— 
And _ stock. 

Q.—Finishing that transaction as 
to stock, that left a balance on De- 
cember 31st, 1905, of 664 shares stand- 
ing at $16,600. Between first Janu- 
ary, 1906, and 8th June, 1906, 392 
shares were sold at $9,800; still held 
272 shares at $6,800. That left a 
loan of $6,800 on trust stock and be- 
sides that you have a loan from the 
People’s on 50 shares of your own 
stock taken out of this 1,164 shares? 
A.—Oh no, no loan on my stock. 

MR. McLAUGHLIN: That was 
paid for in cash. 

MR. TILLEY: The loan is §$6,- 
800 on the 272 shares, and_ besides 
that you have the 50 shares you took 
as your allotment of the 1,164? A.— 
But there is no loan on that. 

Q.—Besides that you have in trust 
506 shares which you call Treasury 
Stock, because nothing has been paid 
into the company on it? A.—Cor- 
rect. 

Q.—That is stock subscribed by 
shareholders and nothing paid? A. 
—That is ‘right. 

Q.—Instead of forfeiting the stock 
you have taken a transfer of it in 
your name in trust? A.—In trust as 
treasury stock. 

Q.—Mr. McLaughlin says you simp- 
ly took Mr. Pattison’s price as to 
some of that stock? A.—Correct. 

Q@.—And as that stock is issued you 
propose to issue it subject to the call 
of es premium to the purchaser? A. 
—Yes. 

Q.—In the meantime you are not 
considering yourself under any obli- 
gation to pay the 20 per cent. and the 
5 per cent. premium on that stock? 
A.—No, because it is there in stock. 
I simply hold it in trust. 


Q.—You hold it in trust as you sup- 
pose for the Home Life? A.—Cor- 
rect. 

Q.—Did the People’s Life advance 
to any of these persons who had 
bought shares of stock anything with 
which to pay for their shares? A.— 
Not that I can recollect of at this 


- moment—yes, there was, Mr. Karn, 


Mr. Kleopfer and Mr. Warren, and 
they have all been re-paid; they were 
only temporarily for a few days. 
Q.—Did you understand that the 
People’s Life had power to loan on 
the security of an insurance com- 
pany’s stock? A.—No, I did not; I 
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did not look into that, I was not suf- 
ficiently interested then. 


Q.—The question of the propriety of 
the People’s lending the money on 
Home Life insurance stock did not 
occur to you, 1t was’ not discussed 
between you and Mr. Stratton? A. 
—No. 

Q.—What is your opinion on that 
point now that I ask you it—you are 
the Manager of the People’s had the 
People’s any power to lend on Home 
Life stock? A.—The People’s were 
actually retiring from business when 
it was done, the contracts were taken 
over and re-insured in the Home Life. 


Q.—Answer my question as to the 
power of the People’s Jife under the 
charter and under the Provincial 
legislation to loan on life insurance 
stock? A.—It is a broad charter. 

Q.—Will you answer the question 
now, what is your opinion? A.—Had 
they a right to do so? 

Q.—Had they a right to lend on the 
capital stock of a life insurance com- 
pany? A.—Our solicitor thought so. 

Q.—Did he advise you that? A.— 
Undoubtedly, I won’t say he advised 
us. 

Q.—You have said a minute ago no 
person said anything about it and 
you did not think about it—you have 
not a sufficient knowledge of the On- 
tario Insurance Act to be able to say 
now, is that the fact? A.—You can 
put it that way. 

Q.—I would like you to put it? A. 
—I will state that. 

Q.—Were these 1,164 shares _ stock 
upon which the 20 per cent. had been 
paid as well as the 5 per cent. prem- 
ium? A.—Yes. 


Q.—Persons from whom you bought 
had paid up the 20 per cent. and the 
five? A.—Yes. 


Q.—Can you say what that stock 
was worth to a man wanting to sell 
it? A.—I would consider it well 
worth $125. 

Q.—That would be since the People’s 
and Mr. McCutcheon and others had 
gone in? A.—I would say any com- 
pany— 

Q.—I am asking before the premium 
was put up— A.—Take it even be- 
fore, I would consider it good value 
at $125. 

Q.—Do you know what it can be 
bought at? A.—You often see that 
stock can be put on the market and 
run down for an object, but that does 
not regulate the value. 


Q.—Were the shares of the Home 
Life being run down for an object, 
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do you know? A.—No, I cannot say 
that. 

Q.—Did you know they were being 
purchased by Mr. Pattison? A.— 
No. I would not want to say that. 

Q.—Do you mean you cannot give 
any information upon that?’ A.— 
No. I will say this, since assuming 
the management I have no difficulty 
whatever in placing the stock at 125, 
and been solicited for stock at 125. 

Q.—I would rather you would ans- 
wer the questions I ask you, I am 
asking you before you became the 
Manager, which of course is an en- 
tirely different time, was the stock 
then on the market for less than 125? 
A.—I do not know. 

Q.—You saw no quotations of At? 
A.—Not prior to my becoming the 
Manager. 

Q.—Or since, that would throw any 
light P A.—yYes, since I have seen 
the quotations at different figures, 
but I could not learn of any sales 
at those figures. I may go this far 
to say a certain firm of brokers here 
will say we will offer you stock at 
16 to 18 cents subject to prior sale 
and so on, but I could not get any. 
That broker might do that for an 
object, but they cannot say the stock 
was transferred on the books at any 
such prices. 

Q.—Can you give any information 
as to what Mr. Pattison would be like- 
ly to have to pay for that stock in 
order to get the 499 shares which he 
sold to you? <A.—I should think he 
would have to pay in the neighbor- 
hood at least of I would say 125. 


Q.—At the rate of par and $25 
premium? A.—Taking any company 
with that volume of business—four or 
five millions, where a young company 
without a-dollar of business can easily 
place stock at a premium, so that the 
stock was good value at that. 

Q.—Was the $80,000 that was paid 
in cash loaned to you or to you 
through Mr. Stratton by the People’s 
Life Insurance Company? A.—I do 
not know. 

Q.—Were you any party to the dis- 
cussion with Mr. Pattison whereby 
$80,000 was .fixed as the amount to 
pay? A.—No sir, that is personally 
you mean? , 

Q.—I mean you personally: do you 
know what amount was at first asked 
by Mr. Pattison? A.—I was told, 
I can only speak from hearsay, 1 was 
told it was in excess of that. 

Q.—How much? A.—Something 
about $100,000 or $110.000; I think 
it was in the neighborhood of $100,- 
000, I think that was it. 
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Q.—$110,000 you mentioned ? A. 
—I will correct myself there, I won’t 
say $110,000, it was in the neighbor- 
hood of $100,000. 

Q.—Were you told how that money 
was to be divided between Mr. Patti- 
son and Mr. Firstbrook or do you 
know it was to be divided at all? A. 
—I certainly know nothing about 
that, I never asked them, it did not 
concern me. 

Q.—Was the transaction as to that 
sum of money carried on _ entirely 
through Mr. Pattison as far as you 
know or was Mr. Firstbrook a party 
to it? A.—I have never learned he 
was a party to it, I have never learn- 
ed whether Mr. Firstbrook was with 
Mr. Pattison or not, I don’t know. 

Q.—Do you know what was offered 
when the $100,000 was asked? A.— 
I am not clear on that, no, I do not 
from memory. I cannot say. 

Q.—Just give it a little thought, 
let us know the margin that was be- 
tween the two parties at first? A.— 
There was a figure of some $90,000 
asked and Mr. Pattison was consider- 
ing, I was told he considered $90,000 
very, very low, and the least he would 
take, and eventually it was agreed 
otherwise at $80,000. 

Q.—You have not told me what the 
bid was? A.—I cannot say there was 
a bid, I did not say there was a bid. 

Q.—You cannot say what the bid 
wasr. .A.—No. 


MR. McLAUGHLIN: Cannot say 
there was a bid. 


MR. TILLEY: I suppose there 
would be some counter-offer to the 
$100,000,-that is allP A.—I do not 
know what that was to be frank with 
you. 

Q.—What part of the transaction 
was arranged first, the transaction 
hetween the companies, and then the 
whole matter waiting until the officers 
of the Home Life were satisfied, or 
were the Home MLife Officers dealt 
with first and the Company’s tran- 
saction put through afterwards? A. 
The transactions were put through 
after the elections of two officers. 

Q.—What transaction, the agree- 
ment between the companies? A.— 
Yes, 

Q.—So that the anrrangement with 
Mr. Pattison was made quite indepen- 
dently of the agreement for the re- 
insuring? A.—Yes. 

Q.—And the $80.000 having been 
paid to him and the stock he held 
having been purchased and transfer- 
red then the re-insuring agreement 
was put through? A.—They all went 
through at the same time. 
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Q.—The re-insuring agreement was 
ratified and approved by the new di- 
rectors rather than by Mr. Pattison 
and his Board? A.—I do not know 
what he did with his Board prior, but 
they no doubt knew of it. 

Q.—Did any director other than 
Mr. Pattison receive any special treat- 
ment? A.—In what way do you 
mean? 

Q.—Put it in any way you like? 
A.—I know of none. 

Q.—Do you know of any director of 
either company, I suppose that would 
apply practically only to the Home 
Life, who held out before sending in 
his resignation and transferred his 
stock until some transaction was car- 
ried through that he wanted to see 
put through? A.—I don’t know. 

Q.—There was no person that had 
to be satisfied that you know of ex- 
cept Mr. Pattison? A\-—_No; 

MR. McLAUGHLIN: And Mr. 
Firstbrook? A.—That is to be under- 
stood. 


MR. TILLEY: Q.—The minutes of 
the Home Life meeting are given at 
page 299 of the minute book (Copy 
of the material part of the minutes to 
be filed as Exhibit 431. (Reads from 
minutes, page 299): ‘‘The Manager 
reported that after consulting the ac- 
tuary of this company,’’ etc. (Reads 
down to the words ‘‘resolution was 
carried unanimously’’). The persons 
present at that meeting were Mr. R. 
A. Wood; Dr. Wm. Briggs, John 
Firstbrook, A. J. Pattison, Mr. John 
King, Dr. King, J. W. Curry, K.C., 
and Mr. F. Diver. That meeting 
being on October 11th, 1905, a quar- 
terly meeting of the directors. It 
adjourned until four o’clock in the 
afternoon, and in the afternoon there 
were present Dr. Wm. Briggs. Mr. 
John §S. King. John Firstbrook, F. 
Diver, R., A. Woods, A. J. Pattison, 
J. W. Curry and John S. King, and 
the minutes of the meeting of the 
llth in.the morning were read, and 
on motion seconded and confirmed. 
Then the meeting adiourned until 2 
o’clock the following dav: and on the 
12th the same directors being present, 
the meeting adiourned until four 
o’clock in the afternoon without any 
reason being given, and then at four 
o’clock in the afternoon the same di- 
rectors being again present,, the min- 
utes of the meetine of October 12th, 
1905. were read and on motion adovt- 
ed, and then the Manager read a let- 
ter from Mr. John Firstbrook tender- 
ing his resignation as President and 
Chairman of the Executive Commit- 
tee and Director. The resignation 
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is attached, and on motion by Mr. 
King, seconded by Mr. Curry the re- 
signation was accepted unanimously. 
Then Hon. Mr. Stratton extended, in 
a brief speech the thanks of the As- 
sociation to the retiring President, 
which were suitably acknowledged by 
Mr. Firstbrook. I suppose that was 
the first resignation in the carrying 
out of the transaction? A.—yYes. 

Q.—That would be after the $80,000 
had been paid? A.—Yes. 


MR. McLAUGHLIN: The dates 
will show. 

MR. TILLEY: Have you _ the 
cheque here for the payment? 

Q.—Was that $80,000 paid by 
cheque? A.—Yes. 

Q.—By whose cheque? A.—I am 
not clear, the cheque will show that. 

Q.—Then Hon. J. R. Stratton was 
appointed President in Mr. First- 
brook’s place, and then follows Mr. 
John S. King’s resignation and that 
was accepted, on motion of Mr. Cur- 
ry, seconded by Mr. Diver. Then on 
motion of Mr. Curry, seconded by Mr. 
J. S. King, Mr. D. W. Karn was ap- 
pointed director in place of Mr. J. S. 
King resigning. Then Mr. Diver re- 
signed, and Mr. Warren was_ ap- 
pointed on motion of Mr. Curry, se- 
conded by Mr. J. S. King. Then Mr. 
Thomas Elliott resigned and Mr. C. 
Kleopfer was appointed a director in 
his place. Then Mr. Depew resigned 
and Mr. McCutcheon was appointed 
a director in his place on motion of 
Mr. Curry, seconded by Mr. Briggs. 
Then Mr. Wood resigned and J. W. 
Lyon was appointed a director in his 
place. Then Mr. A. J. Pattison re- 
signed and Mr. J. .L. Hughes was 
appointed a director in his place. 
Then J. S. King resigned and he was 
appointed a director in his own place 
—he was re-appointed practically? 
Ai==Yes; 

Q.—It was understood that he was 
to go on the Board again, was _ it, 
understood with him at any rate, pro- 
bably not with the others—is that 
rights: Aj—Yes; 

Q.—And then Dr. Briggs resigned 
and he was re-appointed, so that it 
was understood when he resigned he 
would be re-appointed? A.—I can- 
not say it was understood. 

Q.—There was not much time be- 
tween the resignation and the re-ap- 
pointment to get it understood, was 
there? A.—He was quite satisfied. 

Q.—It was understood with him? 
A.—It was quite reasonable to ex- 
pect that. 
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Q.—Mr. James W. Curry resigned 
and he was re-elected a director, and 
then Mr. J. S. King was elected Vice- 
President of the Company. On mo- 
tion of Mr. Kleopfer, seconded by Mr. 
King, clause C of by-law 5 was re- 
pealed and the following substituted: 
‘There shall be a Committee called 
the Executive Committee consisting 
of the President and _ seven other 
members of the Board to be elected 
by the Board from time to time, and 
four members shall constitute a quor- 
um.’’ Then it was moved by Mr. 
King, seconded by Mr. Curry. Thanks 
to Mr. Pattison for services and copy 
to be forwarded. Then Mr. Warren 
was appointed Secretary pro tem. 
Then the meeting was adjourned un- 
til 2.30. on Friday afternoon the 13th 
instant, and then there is this reso- 
lution: ‘‘Moved by Mr. King,  se- 
conded by Mr. Curry: That Mr. J. 
K. McCutcheon be Manager of the 
Association at a salary of $5,000 per 
annum and a commission of 5 per cent. 
on the annual premium income,’’ 
etc. (Reads resolution ending with 
the. words ‘‘intent and meaning of 
this resolution.’’) I suppose that was 
passed at the first meeting—it is here 
after the adjournment—was that 
passed on the 13th or on the 12th? 
A.—I think it is the 13th, I am not 
sure. 

Q.—That would be the morning of 
the 18th? 


MR. McLAUGHLIN: I think so. 
MR. TILLEY: Did that process of 


resigning and appointing new di- 
rectors or re-annointing old ones ex- 
haust all the directorate of the Home 
Life? A.—-The former directors? 

Q.—Yes? A.—You mean were they 
all re-elected ? 

Q.—Were they all re-elected’ or 
some person else put in by substitu- 
tion? 

MR. McLAUGHLIN: Yes, that 
covers it. 

MR. TILLEY: Every director of 
the Home Life resigned? A.—Yes. 

Q.—He was re-appointed in a few 
cases, but they all resigned? A.— 
Yes. 

Q.—There was no director who was 
passed over in that regard? A.—No. 

Q.—As to the terms on which their 
resignation were obtained you speak 
I suppose? A.—I cannot speak. 

Q.—You had nothing to do with 
that? A.—Nothing whatever. 

Q.—You do not know whether any 
part of the $80,000 was divided? A. 
—I cannot answer that, I don’t know. 
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Q.—With these persons who were 
willing to give up their positions? A. 
—I cannot answer that, I do not 
know, it never came to my knowledge 
if there was. 

Q.—You would be careful that that 
would not come to your knowledge? 
A.—I do not know that I would feel 
interested one way or the other. 

Q.—You would not ask any ques- 
tions even if you were interested? A. 
—It did not concern me, I would con- 
sider it a very personal question to 
ask any man. 

'Q.—You did not ask any question 
any way? A.—No. 

Q.—The minutes are extended; it 
is not intended that you shall as the 
result of that 5 per cent. on the an- 
nual premiums that are provided for 
in your contract, get any benefit 
from that at all? A.—No, not one 
dollar, in fact I am in a worse con- 
dition by that contract individually 
than I was with the People’s Life 


Q.—That is not as favorable to 
you as your original contract was? 
A.—No, but I hope and have every 
reason to believe it will be better in 
the future. 

Q.—That this contract may be im- 
proved? A.—If I am spared, yes. 


_ Q.—Did the directors of the Home 
Life when you were at the meeting 
understand and appreciate that that 
5 per cent. was added on to your con- 
tract in order to provide the fund of 
$80,000? A.—I do not understand 
that. 

Q.—Here is the resolution whereby 
you are to have a contract entitling 
you to $5,000 a year and 5 per cent. 
of the annual premiums up to $11,100 
each year. I want to know did the 
directors who were at that meeting 
understand the reason for the adding 
of the 5 per cent. on the premiums? 
A.—I should certainly say yes. 


Q.—AIl the directors present knew 
that? A.—I would certainly say 
they did. 

Q.—Mr. McLaughlin says that he 
understands that the knowledge pos- 
sessed by the directors was that you 
were getting no part of that but that 
that was the money that was being 
paid to Mr. Pattison to obtain his 
release of his contract? A.—Yes. 

Q.—Why not leave Mr. Pattison with 
his old contracts and let them run on? 
A.—I consider the company to-day by 
the amalgamated business is in a bet- 
ter position, I consider the contract 
to-day is not as hard on the company. 

Q.—You consider that $80,000 is not 
as hard on the company? 4.—No. 
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Q.—Mr. Pattison is freed at the 
Same time of giving his personal at- 
tention to it? A.—Yes. 

Q.—And the same way with Mr. 
Firstbrook ? A.—Yes, and the com- 
pany are in a better position to-day 
with that contract. 

Q.—The five per cent. is payable 
to you or your successors or assigns, 
and when it refers to successor it 
means successor in the office of man- 
ager? A.—I would say so. 

Q.—And the way of carrying that 
transaction through would be not to 
appoint any person manager who 
would not dispense that five per cent. 
properly, I suppose? A.—That would 
be natural, I suppose. 

Q.—Mr. McCutcheon, the personnel 
of the Board of Directors having been 
made right in that way you proceeded 
to pass the agreement for re-insur- 
ance? A.—The minutes would show 
that. 

Q.—Quite so; you mentioned this 
afternoon that you were responsible 
for the $80,000 but the advance of 
that money was obtained through Mr. 
Stratton? A.—Yes. 

Q.—Are you responsible for it un- 
der any document? A.—Yes, I have 
assigned my commission you see to 
make that good. 

Q.—To whom have you assigned 
that? A.—Mr. Stratton. 


Q.—And has Mr. Stratton the docu- 
ment? A.—I should judge so, I am 
responsible to him I know by an agree- 
ment. 

Q.—And is there anything in the 
agreement whereby you are released 
if you cease to be manager? Aa 
No, I am not clear on that, I do not 
think there is though. 


MR. McLAUGHLIN: The Secre- 
tary says just a promissory note. 

MR. TILLEY: You had better get 
the document. 


Q.—The agreement between the Peo- 
ple’s Life and the Home Life was 
sanctioned as appears at page 324 at 
a meeting held on the 13th October 
at 2.30 p.m., being on the same day 
that the other transactions had taken 
place? A.—It appears so by that. 

Q.—And that agreement is a copy 
of the one that has been made an Ex- 
hibit here? A.—Yes. 

Q.—What other transaction have 
you been a party to where insurance 
has been re-insured in a lump way 
such as this? A.—Take the Sun Life 
in its early history, take the Citizens’ 
Fire & Life Insurance Co., the busi- 


ness of the Citizens’ was taken over 
by the Sun Life. 
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Q.—On what basis was it taken 
over? A.—I think if I remember 
rightly it was one premium and a 
bonus of ten per cent. 

Q.—That is one hundred per cent. 
of the premium and bonus of ten per 
cent.? A.—Yes. That is some years 
ago, business was much easier to ob- 
tain than to-day. 

Q.—What do you say is a fair price 
to pay? A.—For new business? 

Q.—For the re-insurance of old 
business? A.—I would consider from 
100 to 125 a very reasonable price. 

Q.—100 to 125 per cent. of the 
premium? A.—Yes. 

Q.—The premium income, that 
would be of course where the reserve 
on the policy is transferred to the 
re-insuring company? A.—Yes. 

Q.—What is the average premium 
on a policy? A.—It would depend 
on the agent who was writing it. The 
average would run I would say from 
$32 to $35. 

Q.—Would you say about $35 to 
$37 or $38 would be a fair price to 
pay for re-insuring? A.—Yes, l 
would say one premium would be very 
reasonable. 

Q.—$35; we find that the Contin- 
ental paid the Farmers’ and Traders’ 
about $36? A.—Yes. 

Q.—I notice that in the minutes 
of the Home Life that the Home 
Life offered to re-insure the same 
company’s business at $15 a thousand, 
so that $36 seems to be the price as 
the evidence indicated in the Contin- 
ental? A.—A lot would depend on 
the class of business. 

Q.—It was proven here very con- 
clusively that that was very good 
business, because the Continental Life 
Manager spoke of it as improving 
their business a great dealP A.—I 
would not doubt that, but whether it 
would be 20 payment or limited pay- 
ment, or endowment. You take the 
endowment policy a man may survive 
the period and the company would 
do better on that class of policy than 
they would on an ordinary life. 

Q.—Do you agree that about $35 
is a fair price to pay? A.—Yes, or 
one premium. 

Q.—Let us ascertain what the Home 
Life paid to the People’s Life for its 
business; have you figured that out? 
A.—Yes. 

JUDGE MacTAVISH: 
paid according to the computation ? 
A.—Equal to one year’s premium, or 
in other words one hundred per cent., 
that is one premium. 

MR. TILLEY: That would be you 
say about $35? A.—Yes. 


What was 
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Q.—In the first place the policies 
were all to be valued for the purpose 
of reserve on the basis of the Hm. 
table and four and a half per cent. 
down to the 3lst December, 1903? 
A.—Yes. 

Q.—And on the Hm. table and three 
and a half per cent. from the 31st 
December, 1903, to 3lst August, 1905? 
A.—Yes. 

Q.—In the first place why was the 
3lst August, 1905, fixed as the date 
from which the Home took over the 
People’s business? A.—You had to 
make it up to a certain date; you had 
to agree on some date to fix the re- 
serves. 

Q.—Was the transaction standing 
waiting for conclusion from August 
3lst down to the date on which it 
was finally put through? A.—Yes, 
in anticipation of completion. 

Q.—So that the transaction was 
practically ready to be completed for 
some two or three months—why was 
it delayed? A.—I cannot ‘answer 
that, I do not know. 

Q.—Was the date August 31st not 
fixed sometime before that as the time 
from which you would take it over? 
A.—No, in making up my values and 
that like I had to do it to a certain 
date, 

Q.—You would have to decide on a 
certain date, I would like to know 
how long that transaction was stand- 
ing waiting for completion? A.—I 
cannot answer. 

MR. McLAUGHLIN: The actuaries 
had done their figuring up to that 
date when the negotiations commenc- 


ed. 

MR. TILLEY: Why was the dis- 
tinction made in the valuation for 
reserve before and after the 3lst De- 
cember, 1903? A.—The government 
requirement there. 

Q.—That is the Ontario Govern- 
ment required a higher reserve to be 
kept, lowered the rate of interest? 
A.— Yes: 

Q.—So that you were valuing your 
policies on the basis provided by the 
Cpa Government standard? A. 
—Yes. 

Q.—The amount of that reserve was 
fixed at $214,453?  A.—Yes. 

Q.—As of the 3lst August, 1905? 
A.—The memorandum will show that, 
but I think that is correct. 

Q.—And the agreement expressly 
stipulated that in no case should the 
People’s be bound to pay a sum ex- 
ceeding that $214,453, is that right? 
A.—Yes. 

Q.—Why was that clause inserted 
that the People’s should not be bound 
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. to pay more than that if the reserve 
turned out to be more than that? A. 
—The two actuaries agreed on that. 

().—lf the two actuaries made a 
mistake why should not the People’s 
pay the full reserve—if the amount 
was less than that that decision of 
the actuaries would not help the Home 
Life, would it? A.—I cannot say it 
would. 

Q.—That amount was accepted? 
A.—By both companies. It would 
leave the question an open one that 
you could open any day if you did not 
agree on an amount; the two actu- 
aries agreeing on that fixed it at that 
amount. 

Q.—‘‘The People’s shall be entitled 
to deduct from the amount payable 
to the  re-insuring company, etc. 
(Reads agreement to the words ‘‘the 
last named sum being the amount ad- 
mitted by the parties hereto as total 
annual premium income _ of the 
People’s’’—was that the total annual 
premium income of the People’s? A. 
—As shown by the report, yes. 


Q.—What was the annual premium 
income of the People’s on the 31st 
December of that year? A.—The 
year before. 

Q.—No, I mean December 31st? 
A.—It would not be kept separate 
then. 

Q.—They were not kept separate at 
the end of the 3lst December? A.— 
Not after the Home Life had taken 
over the liability for re-insurance. 


Q.—Here is a telegram you sent to 
the Superintendent of Insurance in 
March, 1906; ‘‘People’s policies, 1547 ; 
insurance, $1, 763,497, re- insurance, 
$11,000 ; “what does that mean—does 
not that show that the amount of 
the People’s policies, the number of 
the policies outstanding 31st De- 
cember when your’ statement was 
made up? A.—yYes: that is amount 
of insurance in force. 

Q.—You kept the insurance in force 
separately? A.—yYes. 

Q.—But the premiums were not 
kept separately? A.—No. 

Q.—Let us see how the insurance in 
force compares; what was the amount 
of insurance in force on August 31st 
1905? A.—$2,672,000 in round 
figures. 

Q.—According to this telegram the 
insurance in force at the end of the 
year was only $1,763,000, that is to 
say 1t had shrunk about a million dol- 
lars between August 3lst and Decem- 
ber 31lst— 

MR. McLAUGHLIN: About $900,- 
000? A.—When we came to make 
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out the reserves on those policies I 
found they had not been written off 
fully as they had lapsed from time 
to time, but in doing that the _ re- 
serve was maintained on them, there- 
fore, the gain to the company was a 
little greater than the loss, the re- 
serve being maintained on them; but 
in going in I said, ‘‘here I want noth- 
ing that is not clean and above board: 
if there is a policy lapsed here [| 
want. it written off right up to date, 
and it took time to get at it. We 
were sincere in making that report; 
we put it in just what it was. The 
four months I had time to report it 
did not come before me to do that. 
Q.—You were professing to transfer 
insurance to'the amount of $2,672, 
000? A.—That is what it would Angst 
Q.—You transferred at the end of 
the year $1,760,000? A.—Yes. 
Q.—There is no doubt about those 
two amounts, is there? A.—That is 
practically correct. 
Q.—The $900,000 of insurance dis- 
appeared between August 31st and 
December 3lst, 1905? A.—Yes. 


Q.—Within four months? A.— 
Yes. 

Q.—Do you say that that amount 
of insurance was caused by policies 
that had lapsed and had not’ been 
written off A.—Not been written off; 
some naturally would lapse as well. 


Q.—But for how long a period had 
these policies been lapsing and not 
written off A.—I should say a per- 
iod of six months or more. 

Q.—Six months prior to what date? 
A.—Prior to the 3lst August. 

Q.—Had they all lapsed in the 
year 1905, one-third of the basis? A. 
—Approximately so; there may have 
been a few. 


A.—There may have been a_ few, 
Supposing a policy was carried by a 
note for a short time, and it was not 
retired, and that policy lapsed, while 
the note is in existence the policy is 
in force. 

Q.—Do you say that is the normal 
condition of the People’s Life busi- 
ness in 1905, or is that the result of 
writing off a lot of policies that had 
lapsed in previous years? A.—Many 
in previous years. 

Q.—You did not put it that way a 
moment ago. 

MR. McLAUGHLIN: The Secre- 
tary had given him information. 

MR. TILLEY: The Secretary had 
better give it himself and not let him 
make mistakes.. 

MR. KIRBY: If I am at liberty to 
do that. 
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MR. TILLEY: Certainly. What do 
you say about that, Mr. Kirby? 

MR. KIRBY: The trouble was that 
neither Mr. McCutcheon or myself 
had been with the People’s Life suf- 
ficiently long to familiarize ourselves 
with the conditions of those policies. 
We took hold of it and made out these 
statements, or had the clerks make 
them out, and they made them up as 
the policy cards stood. We were not 
aware that policies had been carried 
along that had lapsed and_ should 
have been cancelled until we came 
to make out the reserves in the Home 
Life at the end of the year. Then we 
had discussion, and it was brought be- 
fore the Directors, and we came to 
the conclusion of course that the pro- 
per way to do was to clean it out, no 
matter what happened. It made a 
bad showing apparently there. It 
made an abnormal lapse on that busi- 
ness. 

Q.—But the abnormal lapse did not 
show until after the transfer was 
made? 

MR. KIRBY: No. 

Q.—You have the re-insurance, and 
the agreement was carried through, 
and then the insurance transferable 
shrank by one-third. 

MR. KIRBY: Yes, but the figures 
were made up absolutely in good 
faith. 

Q.—They may have been made up 
in good faith, but the contract was 
clearly drawn to protect the matter 
from being re-opened later, was it 
not? 

MR. KIRBY: Yes. 

Q.—So that some person seemed to 
have been suspicious that there might 
be a mistake found later on? 

MR. KIRBY: Well no, I do not 
know that that would be reasonable, 
but going into that a little further, 
on that business that was cancelled, 
that $942,000, the Home Life got 
credit for released reserves amount- 
ing to $52,576, which was included 
in the $214,000 paid over. That was 
an addition of $52,000, and against 
that, in that item of premiums taken 
over, outstanding premiums, there 
was $32,000 of those written off, re- 
presenting a net advantage to the 
Home Life of $21,180, so that if that 
$20,000 was deducted from the $97,- 
000, it would bring down the real 
cost of that business to $77,000 to 
the company. 

Q.—Let me figure up the cost in 
my way— 

MR. McLAUGHLIN: Your way 
may not be the richt way, and we 
cannot permit that if it is not. 
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MR. TILLEY: Q.—I do not sup- 
pose the $80,000 stands out promin- 
sete in the way you have computed 
it: 

MR. KIRBY: The Home Life has 
nothing to do with the $80,000. 

().—Except to pay it? 

MR. KIRBY: Well, the payments 
to Mr. McCutcheon of that commis- 
sion. 

Q.—Of 5 per cent. on the annual 
premium income for ten years, to 
amount to $11,100 a year. 

MR. McLAUGHLIN: That was not 
a payment of the People’s Life. It 
was a payment of Patterson & First- 
brook. 

MR. TILLEY: Q.—tThat was a 
payment made by the Home Life in 
order to carry through the re-insur- 
ance agreements, Mr. McCutcheon? 
A.—It was a payment made to me. 

Q.—And paid by you to the Home 

Life? A.—Yes. 
_ Q.—50 per cent. of the premium 
income that was provided for by the 
agreement amounted to $48,942? A. 
—That. is ‘right. 

Q.—That was paid by the Home 
Life to the People’s Life was it not? 
A.—Yes. 

Q.—By cheque? A.—Yes. 

Q.—Where did the Home Life get 
the funds with which to pay that? 

MR. KIRBY: I will be able to ans- 
wer that. The cheque was issued by 


the Home Life to the People’s Life ° 


for that $48,000. The Home Life 
gave the People’s Life their cheque 
for that $48,000 commission. The 
People’s Life immediately gave their 
cheque for a similar amount, and took 
in exchange capital stock of the Home 
Life Association. 50 per cent. paid 
up. It was a matter of bookeeep- 
ing putting it through in that way. 
The stock might have been given in- 
stead of the cheques. 

Q.—These are the cheques you are 
referring to are they? 

MR. KIRBY: - Yes. 


Q.—Two cheques dated 20th Octo- 
ber, 1905, both of which passed 
through the Traders’ Bank on Decem- 
ber 20th, 1905, one being to the, Peo- 
ple’s Life for $48,941.91, signed by 


‘J. R. Stratton, President, and J. K. 


McCutcheon, Managing Director. 
That would be a Home Life cheque. 

MR. KIRBY: That would be Home 
Life cheque. 

Q.—And paid the People’s to cover 
50 per cent. of the premium ? 

MR. KIRBY: Yes. 

Q.—And on the same day J. R. 
Stratton, President, and Mr. McCut- 


os 
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cheon, General Manager of the Peo- 
ple’s, give a cheque to the Home Life 
for $49,000 in payment of $98,000 of 
Home Life stock, which is half paid? 
A.—Yes sir. 

Q.—50 per cent. paid? A= Ves, 

Q.—That is to say the transaction 
amounted to this in reality, that the 
payment of 50 cents on the dollar of 
the premiums should be made in capi- 
tal stock of the Home Life instead of 
being made in cash. 

MR. KIRBY: Instead of burdening 
the Home Life-with a cash payment 
s that. The stock was unsubscrib- 
ed. 

Q.—Was that stock that was stand- 
ing in your name in trust, Mr. Mc- 
Cutcheon ? A.—No, it was unsub- 
scribed stock. 

Q.—Then the $98,000 of stock of 
the Home Life half paid was trans- 
ferred to the People’s, and does it 
eee with the People’s now? A. 
16S. 


Q.—As an asset of the People’s Life 
Assurance Company? A.—Yes. 


MR. McLAUGHLIN: They are 
debenture holders and they are prac- 
tically gone out of business. 

MR. TILLEY: Q.—Besides the 
payment of the $48,942 the Home Life 
had to take over two or three items 
of agents’ advances and outstanding 
and deferred premiums; that is pro- 
vided in paragraph 6 that the Peo- 
ple’s shall be entitled to deduct from 
the net present value of policies not 
to exceed $215,448, and interest as 
aforesaid, the amount of outstanding 
and deferred premiums as at the 31st 
August, $49,100.66; advances’ to 
agents $15,763.12, less 10 per cent. 
cost of collection. What have you to 
say as to the ability of the company 
to collect the item, advances to 
agents ? A.—Well, sometimes it is 
dificult. There is considerable of it 
collected, and it is not always a very 
easy asset to collect in full, but by 
looking after it carefully, and pro- 
per management there is very little 
loss on it. You see they are secured 
by bonds. Agents’ advances are se- 
cured by bonds. 

Q.—Was that the condition of the 
People’s Life? A.—In many in- 
stances. Not in all instances, but in 
many. 

Q.—Was that the condition in which 
you found matters when you looked 
into the agency part of the matter? 
A.—To some extent it was so, and to 
a great extent there were some agents 
had not bonds. 
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Q.—Did you not find that part of 
the People’s Life business in the very 
worst pussible condition? A.—Well, 
I won’t say the worst possible con- 
dition. 

Q.—Probably that would be going 
too: far? A.—yYes, it certainly re- 
quired attention. 

Q.—It was in very bad shape? A. 
—In some parts of the Dominion east 
of Ontario it was in bad shape. 

Q.—What would you have paid for 
that item yourself personally and 
taken it over? $A.—That is a very 
hard question to answer. 

Q.—You ought to know better than 
anyone else what it would be fairly 


worth? A.—What I would consider 
it worth? 
QO.-—LYVegr A.—Well, I would say 


that 75 or 80 cents on the dollar 
might be realized on it. 

Q.—And if the result was not quite 
so favorable, a little more disappoint- 
ing, how low might it go? A.—It 
might go to 50. 

Q.—It might -go lower? A.—I 
would say 50 would be a very reason- 
able amount to put it at. 

Q.—50 cents on the dollar would 
be a very reasonable amount to put 
it ater A.—Yes. 

Q.—Have you been able to collect 
any of that item? A.—-Yes sir. 

Q.—Do you know to what extent? 
A.—I cannot just answer offhand. 

Q.—Can you tell us from the books, 
Mr. Kirby? 

MR. KIRBY: We have not collect- 
ed a very great deal of it. 

Q.—Tell me how much approxi- 
mately P 

MR. KIRBY: Oh there might be 
$300 or $400 collected so far. 

Q.—From October last year, that 
is as at August 31st last year? 

MR. KIRBY: Yes. 

Q.—Until the present time? 

MR. KIRBY: Yes. 

Q.—Is that kept in one account? 

MR. KIRBY: Agents’ advances? 

Q.—I mean People’s Life Agents’ 
Advances, this item of $15,000? 

MR. KIRBY: It is in a separate 
account. 

Q.—Would you let me see it? 

MR. KIRBY: I will send for it. 

Q.—You say possibly $300 or $400 
has been collected on that since that 
time? 

MR. KIRBY: Yes. 

Q.—What do you sav as to the pos- 
sibility of collecting 50 cents on the 
dollar of that item? 

MR. KIRBY: As Mr. McCutcheon 
put it it is a very hard matter to tell 
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how much you can collect. Sometimes 
it is not advisable to force the col- 
lection of it. 

Q.—What were you regarding that 
item as worth? What would you treat 
it as being worth, if you wanted 
your balance sheet to show properly 
what you assets were? 

MR. KIRBY: Well the way I look 
at that kind of item in an insurance 
account is that it is part and parcel 
of the cost of the business, and we 
are entitled to distribute any loss on 
it over a certain number of years. 


Q.—How long had you been dis- 
tributing the loss on that item in the 
People’s? 

MR. KIRBY: This item we had 
no opportunity, except at the end of 
last year to deal with. Our idea is 
to take say 5 or 6 years and gradu- 
ally wipe it out. 

Q.—It will be wiped off by being 
written off? 

MR. KIRBY: Well, perhaps it 
will. It all depends how our efforts 
succeed in collecting some we have in 
sult now. 

Q.—Don’t you expect it will he 
written off to the extent of 75 to 85 
or 90 per cent? 

MR. KIRBY: No, not as much ag 
that. 

Q.—How much? 

MR. KIRBY: Oh probably 50 
cent. would cover On ° ea 

Q.—Fifty per cent. would be writ- 
ten off and the balance collected? 

nae KIRBY: Yes. 

—You think you will collect .5 
per cent. of that item? wee 

MR. KIRBY: Yes. There are 
Soe nee amounts for which we have 

curity now which r Jik 
SPA ch altogether likely 


Q.—There would b ider 
cost of collection. ao ae. 

MR. KIRBY: Oh of iS 
would be matures or course there 

-—f suppose the 10 per cent. f 
collection should Hiaasen 
beaiue shou come off that 50 

MR. KIRBY: Well, as a matter of 
fact the 10 per cent. is taken off 
here. 

_Q.—Ten per cent. off the 100, put- 
ting it in at 90? 

MR. KIRBY: Yes. 

Q.—It should not be put in for 
over 40 should it? 

MR. KIRBY: Oh, I think under 
the circumstances it is a perfectly 
legitimate amount. 

Q.—Many companies do not treat 
it as an asset at all. 
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MR. KIRBY: I do not know of any 
Canadian companies that do _ not 
treat it as an asset. 

Q.—You do not know of any Can- 
adian companies that do not. treat 
some part of it as not an asset? 

MR. KIRBY: No. Many of the 
American companies treat is aS an as- 
set in their own statement, but it is 
not treated as an asset in the Govern- 
ment return. 

Q.—It is such a doubtful item? 

MR. KIRBY: Yes. 

Q.—Then the item of outstanding 
and deferred premiums, $49,100.66— 
what is that item worth? ; 

MR. KIRBY: It; . is) worth .,100 
cents on the dollar. 

WITNESS: Oh that is perfectly 


good. 

MR. KIRBY: Of course $32,000 of 
that is accounted for in those lapses 
at the end of the year on which there 
was a profit to the extent of $20,000. 

Q.—And then the office furniture 
wag not an item that you had taken 
into your account at all? 

MR. KIRBY: In the People’s 
Life? 

Q.—Yes. 

MR. KIRBY: Oh yes, that is in the 
admitted assets. 

Q.—But you had not taken it in 
the People’s Life statement. You did 
not carry it out? A.—yYes. Well 
the Government do not carry it out. 
The Government put it in and do not 
carry it out in their total figures. 
That is the Ontario Government. It 
is an asset that is admitted by the 
Dominion Government. ) 

Q.—Then besides those items you 
also paid a commission of 734 per cent. 
or a fixed sum of $6,350 for the ten 
years following. 

MR. KIRBY: That is the balance 
of making up the one premium, pur- 
chase price. 

Q.—Which way are you treating 
it? Are you taking the 7} per cent. 
or the $6,350? 

MR. KIRBY: We are allowing each 
year to bear its own burden for the 
ten years. 

Q.—That results in what then? 

MR. KIRBY: About $6,000 odd 
each year. The commuted value of 
that would really be the $49.000. 

Q.—You think the commuted value 
of that would be $49,000? 

MR. KIRBY, 7 sex: 

Q.—That was the intention at any 
rate? A.—That was the intention. 

Q.—The intention was to make it 
50 per cent. capital stock of the Home 
Life and the other 50 cents on the 
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dollar on the deferred premiums ex- 
tending over years? 

MR. KIRBY: Yes. 

Q.—In addition to that you take 
the items of outstanding premiums 
and the agents’ advances, and if the 
ten policies of $11,100 are also in- 
cluded as being paid by the Home 
Life, it makes it a good deal more 
than 100 per cent. of the annual pre- 
mium? A.—yYes, it would make 
more. 

Q.—If the insurance in force shrank 
from over $2,000,000 to $1,700,000, I 
suppose there would be a correspond- 
ing shrinkage in the amount of the 
premiums? A.—Yes. We would 
not calculate on that. We would 
calculate on the increased business 
each year naturally. 

Q.—Who computed the lump sum 
payable as reserve on the policies? 

MR. KIRBY: It was computed by 
the consulting actuary of the Peo- 
ple’s Life, Mr. Hughes, and it was 
also computed by the actuary at the 
time of the Home Life, Mr. Fitzger- 
ald, and they agreed on the amount. 

Q.—Is either one of those gentle- 
men here? 

MR. KIRBY: No. Mr. Hughes I 
believe is in Canton, China, or Hong 
Kong, I am not sure which. Mr. 
Fitzgerald is in the eastern States 
somewhere, with some company there. 

Q.—Fitzgerald is in the Eastern 
States and Mr. Hughes in China? 

MR. KIRBY: Yes. 

Q.—You do not know where Fitz- 
gerald is? 

MR. KIRBY: I think I could find 
out. 

MR. McLAUGHLIN: TI should like 
to have the point made that for every 
policy for which they paid one year’s 
premium they received from the Peo- 
ple’s Life the reserve on that, and 
it was a profit to the Home Life. The 
point about paying the one year’s 
premium for the business, while the 
Home Life paid to the People’s Life 
one year’s premium on each policy 
the People’s Life paid to the Home 
Life the legal reserve on that policy, 
so if for some reason that policy was 
non-existent, while the Home Life 
would lose that premium that it paid 
to the People’s Life, the People’s Life 
would lose the reserve that it had 
handed over. and what the Secretary 
has said is that the one over-balances 
the other, so that the lapses and the 
fact of the business being $900,000 
less, they had paid one year’s pre- 
mium on $900.000 to the People’s, but 
the People’s had paid to them the 
Government reserve on the $900.000, 
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and instead of being a loss to the 
Home Life it was a profit to nearly 
the extent of $20,000, and reduced the 
amount they had paid for the re-in- 
surance. I hope I have made it clear. 

MR. KENT: But there are certain 
fixed charges the Home Life bound it- 
self to pay’ which are not affected by 
the quality of assets transferred? 

MR. McLAUGHLIN: What fixed 
charges? 

MR. KENT: There are certain con- 
siderations besides the reserve. 


MR. McLAUGHLIN: The consid- 
eration the Home Life was paying was 
one year’s premium; half of that was 
paid in cash and the other in ten 
instalments. The other matter about 
the Pattison-Firstbrook contract be- 
ing changed into the McCutcheon con- 
tract, that is a negotiation that had 
to be done. 

MR. TILLEY: Q.—Then under the 
agreement it was not the intention to 
transfer the reserve on the policies 
from the People’s to the Home Life 
at once, was it? A.—Yes, I should 
say it has gone over. 

Q.—That is not the way the agree- 
ment was drawn? 

MR. KIRBY: The actual wording 
was that way. 

Q.—What way? 

MR. KIRBY: It was that as the 
policies were written on Home life 
policies that the reserve would be 
transferred. That was I supnose to 
protect the People’s Life in case any 
of the policyholders did not accept 
the transfer. As a matter of fact 
the whole of the reserve in cash and 
those securities and so on were handed 
over to the Home Life before the end 
of the year, at the time the transfer 
took place in other words; so that 
the Home Life at the present time 
hold the whole of that reserve. 

Q.—Whether it was: the intention 
to transfer it at once or not, the tran- 
saction was carried through by the 
transfer of the reserve at the time 
of the contract, or soon after, at any 
rate before the policies had been re- 
written? 

MR. KIRBY: Yes. 

Q.—Did the Home Wife commence 
to re-write the policies of the Peo- 
ple’s Life? A.—Yes. 

Q.—Is there anv effort being made 
to get rid of all the People’s Life 
policies? A.—Yes. 

Q.—And can you say to what ex- 
tent that has been accomplished now? 
A.—I should say at least 20 per cent. 

Q.—About 20 per cent. of the polli- 
cies have been re-written? <A —Yes. 
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().—At the end of the year 1905 had 
the transaction been completed? A. 
—The full transaction? 

Q:—YesP A:—Yes: 

Q.—The whole transaction had been 
completed? A.—Yes. 

().—Had the reserve been transfer- 
rea?’ *A.-—— Yes. 

Q.—What are these cheques Mr. 
McCutcheon, both dated the 30th De- 
cember, 1905, to the Home Life As: 
sociation of Canada, one for $9,701.83, 
and the other for $15,064.11? 

MR. KIRBY: That was the balance 
of $24,000 odd that had to be paid 
in cash over the security, the bonds 
and debentures and so on that had 
been handed over to make the reserve. 

MR. LANGMUIR: That was the 
final adjustment. 


MR. KIRBY: Well, it was not com- 
pleted until the end of December. 

MR. TILLEY: I will put in a copy 
of that account, Exhibit 432, showing 
the amount of the reserve as per 
agreement, the credits on special con- 
tracts—what does that mean? 

MR. KIRBY: That was an account 
on some policies that had an allowance 
and the special contracts—a yearly 
allowance on them, and those were 
the credits that were at the credit 
of those policyholders, and which, of 
course, the Home Life would have to 
aaa responsible for in the trans- 
er. 

Q.—The credit being transferred to 
the Home Life?’ 

MR. KIRBY: Yes. 

Q.—And then you set out the out- 
standing premiums, deferred pre 
miums, agents’ advances, deduct 10 
per cent. office furniture, loans on 
policies, liens on policies— 

MR. KIRBY: That is the same as 
a loan. There are only a few of 
them, and part of the premium was 
treated as a lien each year. 

Q.—You computed interest up to 
the 3lst December, 1905, and then 
you take credit for the bond and Gov- 
ernment deposit, the deposit in Mani- 
toba, was it? 

MR. KIRBY Yes: 

Q.—And some debentures at head 
office ? 

MR. KIRBY: Yes. 

Q.—And transfer of those to com- 
pany, leaving balance of $24,765.94. 

MR. KIRBY > (Yes: 

Q.—Now, Mr. McCutcheon, all the 
assets, including this balance accord- 
ing to that statement are transferred, 
according to your annual report prior 
to the 3lst December, 1905, and in 
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the hands of the Home Life Insur- 
ance Company? A.—Yes. 

Q.—How is it that those cheques, 
although dated the 30th December in 
order to carry it out in that way, are 
not actually cashed until January 
25th ? 

MR. KIRBY: They were treated as 
cash on hand in the drawer because 
of the making up of the figure, get- 
ting the thing finally completed at 
the end of the year. 

Q.—They were written out Decem- 
ber 31st? 

MR. KIRBY: Yes. 

Q.—And put into the drawer? 

MR. KIRBY: Probably not that 
day—yes, yes, that is right, 30th 
December. 

MR. KIRBY: Yes. 

Q.—Written out the 30th Decem- 
ber and put in the drawer? 

MR. KIRBY: In the drawer of the 
Home Life. 

Q.—And kept there as cash? 

MR. KIRBY: Yes. 

Q.—And why not cash? 

MR. KIRBY: That is the only rea- 
son, in case there would be an alter- 
ation in the amount in completing our 
annual statement. 

Q.—That is not a reason is it? 

MR. KIRBY: There was no ulter- 
ior reason for leaving it there. 

.—The transaction was not ready 
to be closed until January, and the 
eae actually made out in Janu- 
ary 

MR. KIRBY: I cannot recall from 


memory now just exactly. 


Q.—Let us have the minute for 
January at about January 25th or 
26th. Here is the cheque book stub 
for cheque No. 11,144. The cheques 
previous to that are dated January 
18th and January Ist, and another 
one January 18th. Cheque No. I1,- 
123, was issued on November 28th, 
and then the next stub that is filled 
out is January Ist, No. 11,128, and 
then there are four’ intervening 
cheques, and they are all here folded 
in with the stubs. Why was that 
done? They have not been filled out 
at all? A.—It may have been an 
oversight. They are mailed to me 
sometimes to sign. 


Q.—Were not these four cheques 
left to make this very adjustment 
and to have the cheques in their pro- 
per place? A.—I cannot say. 

Q.—Can you say that is not soP A. 
—I cannot say it is not so. I can- 
not sav it is so. 

Q.—Here are four cheques between 
the last cheque in December and the 
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Ist cheques in January, not used, and 
folded in with the stubs? A.—You 
see I did not write the cheques. 

Q.—Who writes the cheques? 

MR. KIRBY: They are both like 
my writing. 

Q.—Both cheques of December, 1905 
are in Mr. Kirby’s writing? 

MR. KIRBY: Yes. 

Q.—And Kirby did not know the 
blank cheques were there. Kirby had 
not turned them in and _ left them 
there? 

MR. KIRBY: I did not know. 

Q.—And did not know they were 
there? 

MR. KIRBY: Yes, I guess that 
was it. I did not know of any reason 
for turning them in. It is not often 
I write a cheque, but I suppose I 
wrote those because I had the state- 
ment in my hand. That is the only 
way I can account for it, that we had 
not got the adjustment until early 
in January. 

Q.—Your first statement is incor- 
rect; the cheques were not made out 
in December ? 

MR. KIRBY: They could not have 
been. 

Q.—And were not in the hands of 
the Home Life as an asset at that 
time on the 3lst December ? 

MR. KIRBY: It was a mere mat- 
ter of making them out. They were 
treated as an asset. 

Q.—It was verv nice to treat it as 
an asset but they did not constitute 
an asset in the Home Life at that 
time? 
MR. McLAUGHLIN: Not in the 
form of a cheque. 

MR. KIRBY: Not in the form of 
a cheque, but they would be in the 
books. 

Q.—As an amount owing from the 
People’s Life? 

MR. KIRBY: Yes. 

Q.—Is that the way they were put 
in the annual statement ? 

MR. KIRBY: No. 

Q.—They were in your annual 
statement as cash? 

MR KIRBY: Yess 

Q.—Not cash to be received? 

MR. KIRBY: No. 

Q.—Cash to be received would be a 
debt owing to the Home Life by the 
People’s? 

MR. KIRBY: This year in the 
change of the two companies the 
work was so great that it was away 
on the end of January before we got 
ut our December statement, and 
everything could not be done at 
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once, and it was left I suppose until 
we got the statement out finally. 

Q.—And then the annual report for 
the Government was made out still 
at a later date? 

MR. KIRBY: Yes. 

Q.—And it was treated as having 
been paid on December 3lst, al- 
though is was not paid until after 
the middle of January; that is right 
is it not? 

MR. KIRBY: Yes. 

WITNESS: They would appear per- 
fectly honest. 

MR. KENT: Q.—That is one of 
these cases which are called in the 
trade a fiction of book-keeping? 

MR. KIRBY: Well, if it was car- 
ried out I suppose to the end, and 
the cheque never went through, it 
might be called that. 

Q.—But until the cheque did go 
through, say for about 3 weeks, it was 
a fiction in book-keeping? 

MR. McLAUGHLIN: It had not 
been entered in the books at all. The 
report was not sent to the Govern- 
ment until the cheque was actually re- 
ceived. 

MR. KIRBY: We might have put 
it in I suppose to carry it absolutely 
correct as to language, ‘‘By cash to 
be received from the People’s Life.’’ 
It was owing and it was a matter of 
not closing it at the minute. 

MR. KENT: It was a fiction in 
book-keeping up to a certain date. 

MR. McLAUGHLIN: Yes, but what 
was important about it, there was no- 
thing dishonest about it, because as 
a matter of fact the Government re- 
turn had already gone in, and instead 
of putting it in to be received it was 
put in as cash. 

MR. TILLEY: Tell me how the 
bank account of the People’s Life 
stood on the 3lst December. This 
is the People’s Life book is it not 
showing in December, 1905, a balance 
of $9.701.83. That is right is it not? 
A.—That would look so. 

Q.—And one cheque is $9.701.83; 
that covers the balance in that ac- 
countr. A.—Yes. 

Q.—And the other cheque on the 
same bank for $15 064.11. So that 
there was not sufficient money in the 
bank to pay those cheques? A.—Not 
according to that, but it may have 
been intended not to use that cheque 
for a day or two, although it was 
issued. 

Q.—Was not the real reason that 
the money was not paid at the end 
of December that vou had not the 
money to pay it with? 
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MR. KIRBY: The money was rais- 
ed by a loan of the People’s Life. 

Q.—How was that loan obtained? 

MR. KIRBY: I do not remember 
just the date. 

Q.—Prior to that the available funds 
that the People’s Life had had been 
loaned to Mr. McCutcheon to carry 
through these purchases of stock, had 
it- not? Is that not right? A.— 
I do not know as I ever thought of 
it in that way before, or noticed what 
the balance was, but we were not 
thinking of that. The People’s Life 
had to make good that $24,000 odd. 

Q.—The People’s Life had to finance 
the McCutcheon transaction and had 
to finance the re-insurance agree- 
ment as well? 

MR. KIRBY: But Mr. McCut- 
cheon’s transaction was financed in 
October. 

Q.—By the People’s Life? 

MR. KIRBY: Yes. 

Q.—And the People’s Life had not 
funds enough to carry through the 
rest of it until January when they 
made a loan? 

MR. KIRBY: Well, it would appear 
so, certainly it would. 

MR. TILLEY: I will put all the 
cheques together, Exhibit 4383. 

Q.—The cheque for $15,064.11 is 
issued by the People’s Insurance 
Company on the Dominion Permanent 
Loan Company? A.—Yes. 

Q.—Not on the Trader’s Bank? A. 
= INO, 

Q.—Is that represented by this item 


on January 26th? The amount of 


that cheque was placed to the credit 
of the Home Life Assurance Company 
was it? 

MR. KIRBY: Yes. 

Q.—On January 26th? 

MR. KIRBY: Yes. 

Q.—Was the loan by the Dominion 
Permanent to the Home Life or to 
the People’s Life? 

MR. KIRBY: To the People’s Life, 
an overdraft. 

Q.—The Dominion Permanent guar- 
anteed a loan to the People’s Life, 
and the People’s Life issued a cheque 
which was deposited in the Dominion 
Permanent, but to the credit of the 
Home Life? 

MR. KIRBY: Yes. 

Q.—And that accounts for the cre- 
dit item opening that account in the 
Dominion Permanent, the Home Life 
not having an account there before; 
is that right? 

MR. KIRBY: This is that cheque 
deposited there. 

Q.—That credit item is the deposit- 
ing of this cheque? 
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MR. KIRBY: To the credit of the 
Home Life. 

Q.—And.the cheque would be charg- 
ed up to the People’s Life? 

MR. KIRBY: Exactly. 

Q.—And the Dominion Permanent 
would make the loan to the People’s 
Life in order to honor and make good 
that cheque? 


MR. KIRBY: Yes. 


The Commission then adjourned to 
10.80 a.m. to-morrow. ; 


SIXTY-THIRD DAY. 
Toronto, Friday, Sept. 7th, 1906. 
HOME LIFE ASSURANCE COM- 

PANY. 


JAMES K. McCUTCHEON, ex- 
amination continued by 

MR. TILLEY: Q.—Did you bring 
the agreement with you for the trans- 
fer of the payments to be made to 
you of 5 per cent. by the Home Life 
as security? A.—I have not it with 
me, but it will be bere. 


Q.—You have not it with hi 
morning? A.—No. vy aa 


Q.—But you can get it? A.—Yes. 


Q.—Have you reports of the per- 
sons who computed the reserve at the 
time of the amalgamation? A.—I be- 
lieve so. 

Q.—And these can be produced? A. 
——— Se 

Q.—That is written reports were 
made out by them showing the amount 
ot the reserve as computed? A.—Yes 
sir. 

Q.—Have you ever understood that 
the reserve was too low on the Peo- 
ple’s Life policy? A.—No, not by 
the requirements of the government. 

Q.—That is to say that the com- 
pany at the end of 1904, the 31st day 
of December of the preceding year, 
had all the reserve that was required? 
A.—I understand so. 

Q.—When you say that do you 
speak of the reserve required by the 
Ontario Government or by the Domin- 
ion Government? A.—The 1904 
business 

Q.—I am speaking now of the 
amount of reserve that the People’s 
Life held with respect to its busi- 
ness either at the end of 1904 or at 
the time of the amalgamation? A.— 
Well, that would be the requirement 
of the Ontario Government. Tt was 
an Ontario Charter. 
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Q.—Would the requirement of the 
Ontario Government at that time pro- 
duce a higher or a lower reserve than 
the requirement of the Dominion Gov- 
ernment? A.—It would be lower. 

Q.—It would produce a lower re- 
serve? A.—Yes. 

Q.—The difference being caused by 
what? A.—By the Dominion Act 
calling for a higher reserve. 

Q.—The Dominion Act specifying a 
lower rate of interest for the compu- 
tation of the reserve? A.—Yes. 

Q.—After 1900? A.—Yes. 

Q.—When was the change made un- 
der the Ontario Act, Mr. Kirby? 

MR. KIRBY: Do you mean the 
change in the mode of computing our 
own reserve, the People’s Life re- 
serve? 

@.— Yes: , 

MR. KIRBY: They were computed 
up to 1903, I think. 

(The following questions were put 
to Mr. Kirby, and answered by Mr. 
Kirby, the witness McCutcheon still 
remaining on the stand) :— 

Q.—3lst December? A.—yYes.. At 
41 per cent., and business issued af- 
ter that at 34, and that is the basis, 
if I remember right, that they were 
taken over on. 

Q.—But the Dominion Government 
required 34 per cent. for 1903, 1902, 
and 1901, did it not? A.—Yes, at the 
end of 1905 that was done. 

Q.—At the end of 1905 that was 
done by the Home Life? A.—Yes. 

Q.—That is to say the Home Life 
at the end of 1905 had to put up a 
larger reserve in respect of the Peo- 
ple’s Life business that it took, than 
the People’s Life had kept? A.— 
They did in respect of those policies 
that would. be in force during the 
years 1901-2 and 3. 

Q.—Do you know what that would 
amount to? A.—I cannot say. 

Q.—You cannot say what it would 
amount toP A.—No. 

Q.—Can you ascertain that? A.— 
It could be done. 

Q.—Could you do it by Tuesday 
morning? Would it be a short op- 
eration? A.—No, you would have to 
take each policy. 

Q.—You mean you cannot do it 
without a valuation of every policy? 
A.—Yes, you have to make an esti- 
mate, and it would only be an esti- 
mate. 

QO: Let! men)sask) you {this.( Mx. 
Kirby. Can you not say the amount 
of the premiums payable in respect 
of the $1,700.000 of insurance that 
existed at the end of 1905? A.—In 
the neighborhood of $67,000. 
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Q.—Instead of P  A.-—$97,000. 

Q.—That is to say the premiums 
were about $30,000 a year less than 
what the agreement placed them at? 
A.—Yes, that is right. 

Q.—There was $30,000 a year 
shrinkage in the premiums? A.— 
Then of course they had the profit 
on the released reserve, $20,000 to go 
against it. 

Q.—But of course they were paying 
for the business on the basis of the 
annual premiums? A.—yYes, that was 
1t. 

Q.—And the annual premiums were 
one-third less than what was stipu- 
lated? A.—Unfortunately. 

Q.—But no account was taken of 
that in the premium that was pay- 
able and was afterwards paid? A.— 
The payment was made according <~o 
the agreement as it stood. 

Q.—That is to say the premiums 
were treated at $97,000 regardless of 
whether they were sixty or ninety? 
A.—Yes. 

Q.—And that was the agreement? 
A.—That was the agreement. The 
settlement was really made before we 
discovered the great discrepancy. 

Q.—Do you make the statement 
that no person knew that there would 
be a shrinkage in that item? A.— 
Certainly nobody knew that there was 
such a large shrinkage. 

Q.—You knew that there would be 
a shrinkage? A.—I knew there would 
be the ordinary lapse shrinkage. 

Q.—And you knew that there was 
a large lapse that had not been writ- 
ten off? A.—I did not. I was only 
a month with the company before it 
was transferred. 

Q.—Well, then you knew it very 
soon afterwards? A.—I knew when we 
got at it and started to make out our 
reserve. 

Q.—When did you start to make 
out the reserve? A.—In November. 

Q.—Andif you had beeninthe com- 
pany more than a month before you 
would have known it earlier? A.— 
I possibly would if I had made an in- 
vestigation. 

Q.—When you say a month before. 
when did you go into the company? 
A.—In the middle of July. 

Q.—If you had been there from 
March you would have known it? 
A.—It all depends whether I made 
an investigation along those lines or 
not. 

Q.—Does a condition of affairs ex- 
ist like that very often where they 
have a third too much on the books, 
and treating the premiums as a third 
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too high, without there being an un- 
dercurrent of feeling that that is 
the case in the office and even on the 
street? A.—A person in charge of 
the office for a sufficient length of 
time ought to know, the one respon- 
sible for that particular work. 

MR. TILLEY: Then I will ask 
Mr. McCutcheon a few questions. 

Examination of Mr. McCutcheon 
resumed : — 

Q.—The assets of the People’s Life 
were transferred to the Home Life? 
A.—Yes. 

Q.—Was it not the idea that the 
transaction that was carried through 
would just involve practically a com- 
plete transfer of the assets of the 
People’s into the Home Life? A.— 
It was understood that the assets 
of the People’s Life would go over to 
the Home Life. 

Q.—And that the only asset that 
the People’s Life would have at the 
end of the time would be the paid- 
up stock or the half paid stock of 
the People’s Life amounting to about 
$49,000? A.—Yes, in that neighbor- 
hood. 

MR. KIRBY: Pardon me, Mr. Mc- 
Cutcheon evidently does not under- 
stand the question as I understand it. 
The only assets that came over from 
the People’s Life to the Home Life 
are the assets mentioned in the agree- 
ment. All other assets of whatever 
nature belong to the People’s Life 
at the preesnt time. 

MR. TILLEY: Probably it would 
be convenient that Mr. Kirby should 
be sworn now, and if he knows more 
about it than Mr. McCutcheon, then 
he can state it. 


JOHN B. KIRBY, sworn. Ex- 
amined by MR. TILLEY :— 

Q.—Now, Mr. Kirby, \what were 
you saying about the condition of the 
People’s Life after the transfer? In 
the first place did it transfer all its 
bonds, debentures and so on to the 
Home Life? A.—It did, yes. 

Q.—Consisting of in the main cer- 
tain debentures of the Dominion Per- 
manent? A.—yYes sir. 

Q.—Amounting to how much 
money? A.—Over $100.000. I for- 
get just the exact amount. 

Q.—Other debentures were after- 
wards acquired, were they not? A. 
—There was one debenture acquired 
afterwards. 

Q.—How much was ‘it? A.—S4.- 
500. 

Q.—Then all the cash was trans- 
ferred? A.—Sufficient cash to make 
up the difference. 
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Q.—Certainly sufficient cash, but it 
exhausted all the cash of the People’s 
Life? A.—It did, yes sir. 

Q.—And the People’s Life had to 
borrow cash to pay the balance? A. 
—I believe they did. 

Q.—Was this statement of assets 
and liabilities prepared by you or 
under your direction? A.—Yes, pre- 
pared by an accountant. 

Q.—And that shows the condition 
of affairs, does it? A.—That state- 
ment is correct. 

Q.—Of the 3lst December? , A.— 
Yes. 

Q.—Exhibit 434 will be a statement 
of the assets and liabilities of the 
People’s Life at the 3lst December, 
L905? Gy Ay Ves, 

Q.—Now on the assets you have, 
“Interest on bonds and debentures 
$2,187.607" Av yes 

Q.—What bonds and debentures 
would those be? A.—Well, they would 
be the accrued interest at the 31st 
December on all bonds and deben- 
tures. 

Q.—What bonds and _ debentures 
had the People’s Life left on the 31st 
December? A.—Was not that item 
handed over at the 31st December 
with that interest on it? 

Q.—Well, you will have to tell me 
that. A.—The transfer of those se- 
curities was made at the 3lst Decem- 
ber, and they were charged interest 
at the rate of 34 per cent. on 144,- 
422 days—that would be from Au- 
gust. The interest on the bonds that 
they held at the date of that trans- 
fer they would be entitled to take 
credit for—the People’s lLife—be- 
cause the transfer of the securities 
was made on the 38lst December, and 
the agreement provided that it was 
S be paid on the date of the trans- 
er, 

Q.—Traders’ Bank $2. That was 
a small balance left in the Traders’ 
Bank after the issue of that cheque 
of 8lst December? A.—I think there 
was some little cheque outstanding 
against it, or something like that. 

Q.—Home Life $301.37. what does 
that item mean? A.—That is an 
item that arose in the adjustment of 
the figures afterwards. 

Q.—Just in the carrying out of the 
agreement? A.—Yes. 

Q.—Home Life stock—that would 
be the $49,000 of stock that was 
bought at 50 cents on the dollar? 
A.—Yes, tke proceeds of the first 
payment on account of the agreement 

Q.—Then the Home Life balanve 
of commission. $48,941.91—what is: 
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that item? A.—That is the commut- 
ed value of the commission during 
the ten years. 

Q.—That is $6,850 a year for the 
ten years? A.—Yes. 

Q.—It is supposed to produce the 
equivalent of one-half of the— A. 
—Of the original purchase price. 

Q.—Was that payment of $6,850 
for ten years assigned at that time? 
A.—Not at that time. 

Q.—When was it assigned? A.— 
Well, without the nT ce I could not 
just say. 

Q.—To whom was it assigned? 
A.—It was assigned by the People’s 
Life to the Dominion Permanent. 

Q.—Why was it assigned to the 
Dominion Permanent? A.—Well, the 
agreement was that it was assigned 
in this way, that it would be used to 
reduce the bond indebtedness. 

MR. McLAUGHLIN: Debentures. 

WITNESS: ‘The debentures. It 
was to be applied towards the reduc- 
tion of the debentures that the Home 
Life held of the Dominion Perman- 
ent. 

MR. TILLEY: Q.—But the Do- 
minion Permanent held all the de- 
bentures of the People’s Life? A. 
—That I could not say. They did 
not hold all. Well, it is not for the 
reduction of the People’s Life deben- 
tures; you misunderstand me; _ the 
reduction of the Dominion Permanent 
debentures held by the Home Life, 
taken over. 

Q.—You say that that sum oi 
money is assigned to the Dominion 
Permanent by the People’s Life? 
A'!—yYes. 

Q.—It is an asset of the People’s 
Life? A.—yYes. 

Q.—It_is now transferred to Do- 
‘ minion Permanent? A.—Yes. 

Q.—I want to know why it is trans- 
ferred to the Dominion Permanent? 
A.—It was transferred with this 
idea; that the Dominion Permanent 
under tthe agreement would apply 
those payments towards the reduction 
of the Dominion Permanent bonds 


that the Home Life Association held - 


as an asset. 

Q.—It is under a written docu- 
ment? A.—It is under a written 
document. 

Q.—Then why should an asset of the 
People’s Life be transferred to the 
Dominion Permanent to pay off its 
own debentures? A.—I could not 
give you an answer just exactly why 
it was done. 

Q.—Who did it? A.—The deben- 
tures of the People’s Life are held 
of course—the balance of them—by 
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Mr. Stratton, and the other Direct- 
ors in trust, whatever that trust 
means. 

Q.—You are passing away now 
from the Dominion Permanent deben- 
tures held by the Home Life which 
they obtained from the People’s Life. 
You are going away from that now 
to the People’s Life debentures held 
by Mr. Stratton and others in trust, 
are you not? Is that right? A.— 
Yes. Probably I do not just under- 
stand it properly. That agreement 
as near as I can remember was just 
as I stated, that that money had been 
used that way. These debentures 
came over as part of the People’s 
Life reserve, and instead of paying 
the People’s Life the commuted pay- 
ment, or the payments each year, 
the company made an arrangement 
whereby the indebtedness under 
these debentures would be reduced by 
the People’s Life. Then of course it 
would eventually come back to the 
People’s Life I presume. 

Q.—How? A.—That was a matter 
that was decided on by the People’s 
Life Directors. 

Q.—But you see the People’s Life 
Directors are the Home Life Direct- 
ors? A.—But there is no connec- 
tion between the two companies. Each 
deal with their own matters. 

Q.—There may be none in one point 
of view, but they are practically one 
company in another point of view, 
with the People’s Life now control- 
ling the Home Life. That is the 
state of affairs that exists to-day. 
What you say is this: that that pay- 
ment of what was supposed to be 100 
per cent. of the first premium—is 
that right? A.—Yes. 

Q.—That payment, without regard 
to what the premiums were, or with- 
out regard to the fact that they 
were a third less than what was re- 
presented, that payment was divided 
bv 2, half of it taken in the Home 
Life stock, which would save the Home 
Life paying out any money, at 50 
cents paid up, and the other half was 
to be paid by the Home Life in ten 
payments of $6,350 a year, and those 
payments were to come directly back 
to the Home Life by way of reduc- 
tion of the Dominion Permanent de- 
bentures which it held; is that right? 
Ae=Yes) that'vis) right; thati as the 
way I understood it. / 

One. that the $6,350.00 was to be 
issued, would be issued in the natural 
course, by the Home Life to the 
People’s Life; the People’s Life pay 
it to the Dominion Permanent, and 
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the Dominion Permanent pay it back 
to the Home Life each year in order 
to reduce its debentures? A.—That 
would practically be the operation. 

Q.—And then to save the routine, 
the People’s Life make a transfer of 
those payments, $6,350 for ten years 
to the Dominion Permanent J.oan 
Company? A.—Yes. 

Q.—That enables the Home Life to 
pay it direct to the Dominion Per- 
manent, and the Dominion Perman- 
ent repay it on its debentures? A. 
—That is the operation. 

Q.—Will you tell me by what right 
as you understand it the Dominion 
Permanent can take this $6,350 of 
the People’s Life money each year 
and use it to*pay its own debentures? 
A.—I cannot tell you that. There 
may be some very good reason for it 
that I am not acquainted with. 

MR. McLAUGHLIN: Here is the 
resolution. 

MRi ; DILLEY: Q-—Thatis the 
resolution, but I want to know how 
it is that the Dominion Permanent 
can take that money and pay it out 
on its own debentures? A.—Well, 
to be frank with you, I never in- 
quired. The People’s Life Directors 
thought it was wise to do it. 

Q.—Is it not because the Domin- 
ion Permanent owned all the deben- 
ture stock of the People’s Life? A. 
—Well, that is a question I could not 
answer and say definitely yes or no. 
I do not know and do not know who 
that’ ‘debenture stock was held in 
trust for. 

Q.—What you say is that the de- 
benture stock of the People’s Life is 
held in trust by certain persons, and 
you do not know the nature of the 
trust? A.—I do not. 

Q.—But in order that that trans- 
action might go through it would be 
necessary that that should be Do- 
minion Permanent debenture stock, 
would it not, because the Dominion 
Permanent would take the $6,850 a 
year, credit it on the debenture 
stock, and pay it on its own deben- 
tures? A.—Reduce its own liability. 

Q.—It would reduce the amount of 
the Dominion Permanent asset in 
the People’s Life at the same time 
that it would reduce the amount of 
the debentures in the Home Life? 
A.—-Exactly. 

Q.—That was done under this reso- 
lution of the 15th. March, 1906, was 
it? A meeting of the Directors of 
the People’s Life, and this is the 
resolution : 

‘“‘Moved by Mr. Karn, seconded by 
Mr. Kloepfer, that the officers of the 
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company be authorized to make a 
transfer to the Dominion Permanent 
Loan Company of the interests of the 
company under agreement of October 
12th, 1905, with the Home Life Asso- 
ciation of Canada in respect of annual 
commissions to be paid by the Home 
Life Association of Canada, such re- 
newal commission to be credited by 
the Dominion Permanent Loan Com- 
pany on account of the principal and 
interest of the debenture stock of the 
company held by the Dominion Per- 
manent Loan Company.- Carried.’ 
A.—Yes. 

Q.— And the persons present at 
the meeting were Hon. J. R. Stratton, 
Mr. Karn and Mr. Kloepfer, and I 
suppose that is in your writing? A. 
Yes. 

Q.—You'being the Secretary of that 
company? A.—Yes. 

Q.—I suppose you must be the Sec- 
retary yet? A.— I have never been 
dispossessed; Secretary without  sal- 
ary. 

Q.—Then that asset, while it has 
been transferred to the Dominion 
Permanent since the beginning of the 
year, was, on the 3lst December, an 
asset of the People’s Life? <A.—It 
was. 

Q.—Then the other assets of the 
People’s Life were the J. K. Mc- 
Cutcheon loan, $16,720; C. Kloepfer, 
$1,250; D. W. Karn, $1,250; J. J. 
Warren, $1,250. I suppose those are 
the loans which you spoke about yes- 
terday? A.—Yes. 

Q.—Which enabled these parties to 
buy their stockP A.—Yes, all those 
smaller ones were just temporary, and 
were repaid just shortly afterwards. 

Q.—They were made, I suppose, in 
October? A.—Yes. 

Q.—And repaid when? A.—I think 
they were all repaid just after the 
first of the year, around the end of 
the year. I could not be certain with- 
out looking up the books. 

Q.—They were carried over the end 
of the year? A.—Well, I would not 
be positive about that. 

Q.—This statement is as of the 31st 
December ? A.—Yes. My memory 
will say that it was in the early part 
of the year sometime. 

Q.—And are there any loans now by 
the People’s Life to any of these par- 
ties? ‘A.—None, excepting the bal- 
ance of Mr. McCutcheon’s. 

MR. McLAUGHLIN: Q.—You un- 
derstood that was Mr. McCutcheon’s 
trust stock—not his own personal 
stock? A.—No, Mr. McCutcheon 
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gave his own personal cheque for his 
own stock. 

MR. McLAUGHLIN: Really that 
stock belongs to the People’s Life. 

MR. TILLEY: Q.—Mr. MclLaugh- 
lin says that stock belongs to the Peo- 
ple’s Life? Do you know that? A.— 
Probably it does in reality, but it is 
held by Mr. McCutcheon in trust. 

Q.—The People’s Life bought some 
Home Life stock direct? A.—Yes. 

Q.—Standing in its own name? A. 
—Yes. 

Q.—Do you know why all the stock 
was not put in its own name, if that 
is really People’s Life stock? A.—lI 
could not give any reason for that. 

Q.—There is no reason that you 
know of why it should not be put in 
its own name? A.—No. 

Q.—The liabilities you have here 
are Dominion Permanent Loan over- 
draft, $3,027.54. Then under the 
heading ‘‘Doctors,’’? $1,111.22. What 
does that mean? A.—Well, that is 
accounts due to medical examiners 
throughout the country by the Peo- 
ple’s Life, and which the People’s 
Life are paying. |The Home Lite 
has no liability with regard to that 
item. 

Q.—That is medical men through- 
out the country? <A.—Yes. 

Q.—How long has that item been 
standing? A.—I could not tell you 
that. That would ‘be the balance 
shown in the ledger. 

Q.—Is it the same stillP A.—No, 
it is not the same still. 

Q.—It is being reduced by pay- 
ments? A.—Yes. 

Q.—Debentures, $251,150, and in- 
terest on debenture stock $7,532.50? 
A.—Yes. 

Q.—Publishers and stationers, $21.- 
10, and bonus to agents, $6.50, show- 
ing a balance of $141,996.08? A.— 
That would be correct. 

Reap ance way? A.—On the wrong 
side. 

Q.—That, I suppose, must come off 
the debenture stock? A.—Oh, neces- 
sarily. 

Q.—These other accounts will have 
to be paid? A.—They will have to be 
paid. 

Q.—You have shown all the assets 
that the People’s Life has, but the 
People’s Life, I suppose, is still under 
the liability of all these policies if 
anything should happen that the 
Home Life did not pay them? A.— 
Well, the People’s Life are under just 
the same responsibility as any com- 


pany is on the re-insured portion of. 


their business. The People’s Life, I 
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suppose, before the policy was trans- 
ferred and re-written on a Home Life 
form, and the People’s Life discharg- 
ed, any suit would have to be enter- 
ed against the People’s Life; then 
the People’s Life have their remedy 
ce hae the re-insurers, the Home 
ife. 


Q.—The People’s Life has its rem- 
edy against the Home Life? A.—Yes, 
which would of course take care of 
any liability of the People’s Life. 

Q.—That is the security that the 
policyholders has who has a_ policy 
in the People’s Life now? A.—Yes. 


Q.—He has a claim against the Peo- 
ple’s Life? A.—Yes. 

Q.—The People’s Life could not pay 
it; I suppose that is right? A.—Oh, 
yes. 

Q.—It has given up its reserves; 
it has no assets with which to pay it? 
A.—It has its re-insurance agree- 
ment, re-insuring that policy with 
the Home Life. 

Q.—Instead of keeping the reserve 
for its policyholders that the Ontario 
Act requires, it substituted the liabil- 
ity of the Home Life; that is the 
condition? A.—That is done every 
day in insurance practice. 

MR. McLAUGHLIN: No Act re- 
quires an insurance company to keep - 
its reserve on a re-insurance business. 


WITNESS: No. 


MR. TILLEY: The agreement sti- 
pulated that it should pay over the 
reserve as the policies were re-writ- 
ten? A.—Well that would be almost 
impossible to carry it out that way; 
it would create so much work and 
trouble. 

Q.—That would necessitate both 
companies keeping a reserve in re- 
spect of the same policy? .A.—Yes, 
and a large staff of officers to look 
after it. 

Q.—Has the People’s Life been pay- 
ing off debenture stock? A.—They 
have made arrangements with all the 
outside debenture stockholders with 
the exception of one I believe; there 
is correspondence being carried on with 
regard to that at the present time. 

Q.—That company is in process of 
being wound up is it not? A.—That 
is what will be the outcome of it. 

Q.—What one has not been paid? 
A.—Mr. McMullen of Brockville. 

Q.—How much does he hold? A.— 
$5,000. The President just tells me 
that that case has been arranged for. 
The President has been looking after 
it. 


2060 ROYAL COMMISSION ON 


63rd day, September 7, 1906. 


Q.—Then Mr. McMullen, so far as 
his position at the present time goes, 
is still a holder of debenture stock? 
A.—The President just tells me here 
that it has been arranged; what the 
arrangement is I do not know. 


Q.—I suppose you have had, cor- 
respondence with all these debenture 
holders other than the persons that 
held debenture stock in trust? A.— 
Yes, 1 presume there was, unless some 
of them happened to be seen person- 
ally. I think there were some of them 
seen personally. 

Q.—And all outsiders have been 
settled with, except Mr. McMullen? 
A.—Yes, and that has been arranged. 


Q.—And their debenture stock re- 
leased? A.—Released. 

Q.—Or assigned, which? A.—Re- 
leased—released altogether and  can- 
celled. 

Q.—Tell me what the debenture 
stock stands at at the present time? 
A.—$240,000. 

Q.—Have you the statement of it? 
A.—Well, that includes that $5,000 
that has been arranged for, but the 
entry has not gone through yet. 

Q.—You say the way the debenture 
stock stands at the present time is 
that T. P. Coffee holds $2,500; that 
would be his estate? A.—Yes. 

Q.—C. Kloepfer $2,500, J. R. Strat- 
ton, $2,500; D. W. Karn, $2,500, and 
F. M. Holland, $2,500. You refer to 
that list of debenture stockholders as 
holding their stock in trust, but you 
say that that is a mistake? A.—No, 
I would like to correct that. 

Pes aeS own that absolutely? A. 
—Yes. 

Q.—Then the next is T. P. Coffee in 
trust, $14,700? *) Asa -Yes. 

Q.—John McMullen, Brockville, 
$5,000 and T. P. Coffee in trust, 
Toronto, $207,800? A.—Yes. 

Q.—So that the $240,000 made up 
of those amounts would include $5,- 
000 which you say has been settled? 
A.—Yes. 

Q.—Then you will be able to give 
us the correspondence with the differ- 
ent parties, will you, whereby their 
debenture stock was settled? A.—I 
think so, yes. 

Q.—Is there anything left of the 
debentures that were outstanding? 
A.—No sir. 

Q.—All the debentures have been 
substituted by debenture stock? A. 
—I could not tell you the operation. 
They have all been retired. 

Q.—When was the last retired? A. 
—I could not say. That was before 
my time. 
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Q.—You do not know anything 
about that? A.—I do not know any- 
thing about that. 

Q.—Then I think we had probably 
better leave that phase of it until 
we get the actuary’s report that 
was made on a valuation of the 
business at the time. Then after you 
had carried through the transaction 
[I suppose you became secretary of the 
new company? A.—I wag appointed 
at a Board meeting. 

Q.—And would have charge of all 
ue books of the Home Life? A.— 

es. 

Q.—Was that the first time that 
you had gone through with them af- 
ter the amalgamation? A.—The first 
time I had ever been in the office. 

Q.—Prior to that you had ‘made 
no investigation at allP A.—No. 

Q.—And no examination? A.—wNo. 

Q.—Did any person act for the 
People’s that you know of? A.—Well, 
I presume—as I understood it they 
took the Government blue book re- 
port. 

Q.—There was no examination made 
as of the 3lst August? A.—No. 

Q.—By either company of the other? 
A.—I could not tell you just anything 
about that part of it, what was done 
with regard to that. 

Q.—That was all carried on by Mr. 
Stratton and Mr. Warren for the 
People’s Life? A.—Yes. 

Q.—And by Mr. Pattison so far as 
you know, and Mr. Firstbrook too? 
A.—I could not say. 

Q.—Mr. Pattison at any rate for 
the Home Life? A.—Yes. 

Q.—Then after you went through 
the books of the Home Life did you 
find any transactions that had to be 
cleared up? A.—There were some 
transactions. We wrote down some 
items at the end of the year. 

Q.—What were the nature of the 
transactions? A.—Well some bonds 
that the company held had been writ- 
ten up in value, and the Directors 
thought that it would ke wise to put 
them at the cost price in making out 
the Government report. 

Q.—What bonds were those? A.— 
The Grand Valley Railway bonds. 

Q.—When you came into the com- 
pany they were on the books at what 
price? A.—I think it was 105. 
Q.—Five per cent. premium? A.— 

es. 

Q.—And on going into the matter 
vou thought that that should be tak- 
en at a lower figure? A.—Yes. 

Q.—At the cost price? A.—Cost 
price. 
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Q.—Did you find out what the cost 
price was? A.—Some of it 85 aad 
some 86. 

Q.—And was that done? A.—That 
was done. We thought it would be 
better in making out the statement 
to have things down as near to rock 
bottom as we knew, not that we had 
any question as regards the desira- 
bility or advisability of writing it up 
the year before. The Government ac- 
cepted it the year before at 105, af- 
ter inquiries that I understood that 
they had made. 

MR. KENT: The witness appears 
to comment a little on the matters 
about which he is testifying. There 
are a number of questions he could 
reply to by yes or no, and this takes 
up the time of the Commission unne- 
cessarily I think. 

MR. TILLEY: Q.—You at any 
rate put them down at cost? A.— 
Yes. 

Q.—Was there anything else connec- 
ed with Grand Valley bonds that you 
put right after you took over the 
Home Life Company? A.—Yes, we 
got some more common stock. 

Q.—Did you attend to that trans- 
action? A.—No, Mr. Stratton look- 
ed after that, but it was drawn to 
his attention. 

Q.—Did you draw it to his atten- 
tion? A.—I do not remember just 
how it happened: I think it~was a 
matter of discussion and it came up 
+ the quantity of stock there ought to 

e. 

Q.—Did you discover what stock 
there ought to be? A.—No. 

Q.—Who didP A.—I think the 
President discovered it. 

Q.—So that you had nothing to do 
with that transaction any more than 
going into it with Mr. Stratton when 
it was brought up? A.—No. 

Q.—And when it was adjusted you 
made the proper entries? A.—Yes, I 
saw them made. 

Q.—Did you find any other trans- 
action regarding Sloss’ stock? A.— 
Sloss’ stock came up something in that 
way. 

Q.—It was not one that you atten- 
ded to personally? A.—No. 

Q.—Mr. Stratton would be able to 
tell about that? A.—Yes. 

Q.—Then probably Mr. Kirby we 
had better get the story of this from 
Mr. Stratton rather than take it 
from you indirectly? A.—Yes. 


JAMES ROBERT STRATTON, 
sworn. Examined by MR. TILLEY. 

Q.—You are President now of the 
Home Life? A.—I am. 


Home Life Ass’ce Co. 
(J. R. Stratton, Ex’d.) 


Q.—Since October 12th, since the 
amalgamation—we will call it amal- 
gamation; I suppose that is a fair 
word to use in connection~with it; 
the two companies were merged? A. 
—Yes, brought together. 

Q.—Prior to that you had been Pre- 
sident of the People’s Life? A.— 
Yes. 

Q.—And it was in your capacity 
as President of the People’s Life that 
you carried on your dealings with the 
Home Life? A.—Yes. 

Q.—Which led to the transaction 
that Mr. McCutcheon told us about? 
A.—It was. 

Q.—How long had you been Presi- 
dent of the People’s Life? A.—I 
could not say exactly. Four or Five 
years. 

Q.—I thought it was from 1900 
that you seemed to have been inter- 
ested in it, first? A.—Yes, I was 
asked to take the presidency of the 
People’s Life. I first declined and 
subsequently consented, and I was not 
an active president of the People’s 
Life at all. I took no interest or 
did nothing for the People’s Life un- 


‘til such time as I undertook to put 


it on what I thought was a better 
basis. It was not under my manage- 
ment directly. 

Q.—And then at a certain time 
you thought that it was time that 
some re-organization should take 
place, and you set yourself about ac- 
complishing something? A.—Yes. 

Q.—Then do you say at that time 
that you went into the office and gave 
personal attention to the conduct of 
the company’s business? A.—Yes. 

Q.—Can you fix the time when that 
occurred? A.—That would be about 
November, 1905. 

Q.—Would it be before Mr. McCut- 
cheon— A.—Yes. 

Q.—Then it would be November, 
1904? A.—Yes, sometime in the fall 
of 1904. 

Q.—Mr. McCutcheon spoke of the 
company for a year or two before as 
being practically without a manager? 
What is the significance of that? A. 
—I believe the late Director that was 
giving the company the attention in 
some way or other—he and the pre- 
vious Manager disagreed, and he 
either resigned or asked to he re- 
lieved, I could not say as to that. 

Q.—Who was relieved? The Man- 
ager? A.—Mr. Bell, the Manager. 

Q.—And who was the Director that 
was giving the matter attention? A. 
—The late Mr. Coffee. Then the mat™ 
ter drifted. and his Secretary acted 
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in the capacity of Manager of the 
Company. 

Q.—Filling in the gap that occur- 
red before you took hold of it, and 
following your taking hold of it, Mr. 
McCutcheon came into it? A.—Yes. 

Q.—That was one of the first things 
you did? A.—yYes. 


Q.—To select and put in a man- 
ager? A.—The first thing I did was, 
I took charge of the affairs of the 
company just as you would _ take 
charce of ycur own business, saw what 
was coming in and going out, saw 
what was going on and what was not 
going on, and I saw the business was 
In a most unsatisfactory condition, 
and I commenced then to make 
changes myself. I changed many 
officers of the company, until I got 
down to where I had to make an im- 
portant change, and I asked Mr. Mc- 
Cutcheon if he would take the man- 
agement and he consented. 


Q.—Is it fair to say that Mr. Coffee 
while he was looking after the com- 
pany’s affairs was doing it practically 
as a representative of the largest 
stockholders—we will call them stock- 
holders? A.—Well he perhaps drifted 
himself into that position. 


Q.—Who were the largest stock- 
holders in the company? A.—I sup- 
pose the names that are suggested 
by Mr. McCutcheon. 


Q.—The names given by Mr. Mc- 
Cutcheon as holding the stock in 
trustee. At Yes. i 
_ Q.—Whom did they hold the stock 
in trust for? A.—For the Domin- 
ion Permanent Loan Company. 

Q.—Then the Dominion Perman- 
ent Loan Company became interested 
as the. holders of debentures or de- 
benture stock about 1900? A.—The 
buyers of debenture stock. 

Q.—I suppose just in the ordinary 
way of taking debentures? A.—In 
the ordinary way of taking debenture 
stock. 

Q.—At that time can you say what 
the debentures or debenture — stock 
amounted to? A.—Well, I cannot say 
exactly. I think that the amounts 
mentioned are about correct. 

Q.—Were there both debentures and 
debenture stock? A.—It seems that 
the transaction was that the Domin- 
ion Permanent bought the debenture 
stock of the People’s Life, and that 
the People’s Life bought the deben- 
tures of the Dominion Permanent. 

Q.—That would seem to be practi- 
cally the way the transaction was 
carried through? A.—Yes. 

Q.—It was practically the issue of 
debenture stock on the part of the 
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People’s Life and the issue of deben- 
ture stock by the Dominion Perma- 
nent? A.—Yes. 

Q.—And the substantial asset car- 
ried by the People’s Life was the Do- 
minion Permanent debenture? A.— 
Yes, in addition to the other secur- 
ities. 

Q.—I am speaking of that as the 
main asset? A.-—Yes. 

Q.—Then in 1901 an Act was ob- 
tained that Mr. McCutcheon was not 
able to give us much information 
about. Do you remember that Act 
being obtained by the Company? A. 
—I remember Mr. Coffee mentioning 
the matter, and I told him I had not 
time to take the matter up, and it 
was not put in my name in the 
House; I think it was in the name 
of Mr. Crawford, if I remember cor- 
rectly. Mr. Crawford and Mr. Cof- 
fee had whatever conversations took 
place in regard to that Act. 
I think it was changing’ the 
debentures to debenture stock as the 
debenture holders had a -prior claim 
to the policyholders, if I remember 
rightly. I am _ speaking absolutely 
from memory without looking at the 
Act, and that they had the right to 
issue more debenture stock—increase 
the amount. 

Q.—To increase the amount ‘and the 
debenture stock by the Act itself was 
to share rateably with debentures 
which had already been issued? A.— 
Yes, to protect them I suppose. 

Q.—To protect the debenture stock- 
holders? A.—Yes. 

Q.—But to the weakening possibly 
of the security of the original holders 
of debentures? A.—Yes. 

MR. LANGMUIR: Q.—What is 
the amount respectively of the de- 
benture stock andthe debentures? A. 
—The debentures amounted to about 
$240,000 at that time.—$217,000. 

Q.—And the debentures themselves? 
A.—I do not remember that, but they 
were changed to debenture stock. 

MR. TILLEY: Q.—In 1901 appar- 
ently the authorized debentures were 
$50,000, and then in 1901 the author- 
ized debentures were $250,000? A.— 
Yes. 

Q.—There was an increase of the 
debentures? A.—Of $200,000. 

Q.—Then in 1902 the Act came into 
effect and you had the debentures $50.,- 
000 and debenture stock $250,000. of 
which was issued $210,250; the whole 
of it had not been issued? A.—I 
suppose that would be correct. 

Q.—A lot of debentures would be 
taken up by the issue of debenture 
stock? A.—yYes. 
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Q.—You would issue the debenture 
stock and then exchange it for the 
debentures where possible? A.—I 
believe that had been done. 

Q.—I suppose the idea was that 
the debentures would fall due and 
have to be paid? A.—I could not say 
what Mr. Coffee’s view of that was. 
He was the practical manager at that 
time. 

Q.—The company would have to meet 
the debentures at maturity but de- 
benture stock had the privilege of 
paying, but was not obliged to pay? 
A.—It was not obliged to retire. 

Q.—Could retire, but not obliged 
to retire? A.—Yes. 


Q.—A novel sort of security, deben- 
ture stock? A.—Yes. The charter al- 
Ways seemed to me to be a novel 
charter. 

Q.—From the start? -A.—Yes. 

Q.—So in 1901 you gave it a fin- 
ishing touch then? A.—I hope I 
have given it a finishing touch now. 

Q.—The debentures were all ex- 
changed, do you say, or what was the 
latest date when any of them re- 
mained outstanding? A.—Do_ you 
mean debenture stock or debentures? 


Q.—No, I mean debentures now? 
A.—The last one was retired in De- 
cember, 1904, I am informed. 


Q.—I see in the annual report for 
1903 there were still debentures stand- 
ing to the amount of $41,450? A.—I 
think you are safe in saying they were 
all transferred. 

La oa the end of that year? A.— 
es: 

Q.—Now the Act that was rass-d 
gave you power to retire debenture 
stock either wholly or partly; that is 
you could retire the whole of it or a 
certain amount of it; is that right? 
A.—I could not say definitely as to 
that. 

Q.—We will just read the section to 
see? A.—Whatever the section says, 
we would have that power I suppose. 
The practical result is that we have 
retired all the debenture stock out- 
standing as explained by Mr. Kirby 
this morning. | 

Q.—The statute is 96 of the 1901 
Statutes, and section 31 provides ‘‘that 
the debenture stock to be issued under 
the authority of this Act shall not 
confer on any holder of the other de- 
benture stock the right to require 
repayment of the principal money paid 
in respect of the debenture stock, but 
the companv shall be entitled at any 
time upon giving six months’ notice in 
writing to the last known address of 
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the holders,’ etc. (Reads section.) 
Did you regard that section as being 
a section applicable to the winding up 
of the company? A.—We~ did not 
take into consideration that section at 
all, to be perfectly candid about it; 
we explained to each of the debenture 
stockholders the position of affairs, 
that we were winding up the com- 
pany, and offered to give them—they 
accepted from us the stock of the 
People’s Life in lieu of the _ stock 
held by them—debenture stock of the 
company. 

Q.—They accepted from you stock 
of the— A.—People’s Life. 

Q.—Of the People’s Life? A.—Of 
the Home Life rather, and that the 
People’s Life had accepted. 

Q.—You exchanged with the de- 
benture holders of the Home Life 
stock? A.—Yes. 


Q.—Now to what extent did you in 
that way retire the debenture stock 
of the People’s Life—how much? A. 
—AIll with the exception of that held 
by the Dominion Permanent, which 
has not yet been arranged, and the 
one mentioned, of Mr. McMullen’s of 
Brockville. 

Q.—And in that you are including I 
suppose the stock holding of the in- 
dividuals named who are_ associated, 
one way and another with the Do- 
minion Permanent? A.—That is look- 
ed upon as the Domivion Permanent 
stock. We treat it as that. 

Q.—And in fact it is I suppose? 
A.—And in fact it 1s. 

Q.—Was the settlement with these 
debenture stockholders a uniform 
settlement with all at a -certain 
amount of Home Life stock for a cer- 
tain amount of debenture stock A. 
=+Yes: 

Q.—A uniform offer to each? A.— 
A uniform offer to each. 

Q.—Improved, I suppose, in the 
cases of some? A.—No, I think not. 
Yes, there was one case where he was 
given the stock on the same terms 
as accepted by the People’s Life, at 
50 per cent. paid. 

Q.—There was one case where, what 
did you say was done? A.—There 
was one case where the debenture 
stockholder or the People’s Life did 
not want to accept the stock with 
the liability of the Home Life, the 20 
per cent. paid. And he agreed to 
accept the stock of the People’s Life 
on the same basis that the People’s 
Life had accepted it; that was $750 
for 750 of 50 per cent. paid up stock 
of the People’s Life, or of the Home 
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Life rather. That was the stock 
that was accepted by the People’s 
Life as part payment of the money, 
as explained by Mr. McCutcheon yes- 
terday. 

Q.—That was the stock taken as 
half paid stock? A.—Half paid stock, 
50 per cent. paid. 

Q.—There is a minute, I think, that 


the Bells should be paid their stock . 


in full, is there not? A.—I did not 
arrange that, I am not familiar with 
that. 

Q.—Who arranged it? <A.—I think 
that was Mr. Holland. I can find 
out for you. Every case I arranged 
was arranged on the same basis. 

MR. KIRBY: Probably it will be 
well for me to get you a statement 
of that. I cannot speak from mem- 
ory. 

MR. TILLEY: Then you say that 
Act was not drafted or prepared by 
you; it was prepared by Mr. Coffee? 
A.—Yes, absolutely. 

Q.—And while you were in the 
House at the time you had no charge 
of it? A.—I paid no attention to 
it whatever. 

Q.—It was not modelled on the 
precedent of any other Statute that 
you had ever seen, was it? A.—I 
was not aware at that time that it 
contained the privileges and powers 
that it did, but it had been granted 
by the Legislature, but I believe it 
was the only Charter of the kind that 
was in existence. It never should 
have been granted. 

Q.—But you did not take steps 
to have it repealed? 


MR. McLAUGHLIN: It could not 
be repealed without injury to the 
policyholders. Mr. sStratton took the 
only steps that could be effective by 
getting the policyholders reinsured. 

MR. TILLEY: Then Mr. Stratton 
as to the debenture stock still held 
by the Dominion Permanent, as shown 
by this Statement. including the in- 
dividual holding, there is no arrange- 
ment regarding that yet? A.—No, 
that is to be arranged. 

Q.—The $6,350 payable under the 
agreement is to be paid to the Do- 
minion Permanent? A,=—=No, «it: is 
to be paid to the People’s Life. 

Q.—Is Mr. McCutcheon wrong about 
that? A.—It is to be paid to the 
People’s Life. $6,350, that is the 
payment that is to be made to Mr. 
McCutcheon under the agreement. 

Q.—No. the $11,100 is what is pay- 
able to Mr. McCutcheon under the 
agreement? A.—Well, the $6,350, 
the People’s Life had the right to 
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stipulate each year as to whether they 
will accept so and so or take a certain 
percentage. They have stipulated 
this year—I cannot say whether it 
is binding for all time or not—that 
they will accept the $6,350. That 
is payable to the People’s Life and 
is an asset of the People’s Life. I 
think that is right. That was sub- 
sequently assigned to the Dominion 
Permanent. 

Q.—It is now held by the Dominion 
Permanent? A.—And there is an 
agreement by which that sum—wait 
until I think for a moment and get 
it right. 

Q.—Mr. Kirby will get us the agree- 
ment and that is better, I think? A. 
—All right. 

Q.—Then, Mr. Stratton, you ap- 
proached Mr. Pattison of the Home 
Life, or did he approach you? A.— 
No, Mr. McCutcheon informed me 
that.it was possible that an arrange- 
ment might be made with the Home 
Life and I went to see Mr. Pattison. 
That was the first dealing I had with 
him about it. I saw him once or 
twice with regard to the matter and 
he was not at all over anxious about 
it; he said he would think it over 
and see what would be a fair thing 
to do. 

Q.—Then, when you first went to 
him what was the nature of the pro- 
position that you made? A.—The 
nature of the proposition was with 
regard to the reinsurance of the Peo- 
ple’s Life. 

Q.—Was it to reinsure the People’s 
Life or to acquire the Home Life? A. 
—No, they both came out practically 
simultaneously. 

Q.—Were you willing to reinsure 
the People’s Life and drop out of 
insurance? A.—Yes, absolutely. 

Q.—You would have put through 
the same transaction without involv- 
ing the purchase of stock of the Home 
Life Company? A.—Yes. 


Q.—And given the Home Life Com- 
pany the reinsurance agreement that 
you did give it? A.—Yes. 

Q.—You would have been willing 
to’ do that? |» Ai—vYes. 

Q.—Was that the proposition you 
made? $A.—Well, we discussed sev- 
eral propositions. We came to the 
conclusion that it would 'be better . 
after understanding the whole matter, 
Mr. Pattison’s position in connection 
with the Home Life, and the position 
of the People’s Life, that it would 
be better in the interests of both 
companies, for the People’s Life to 
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re-insure its business in the Home 
Life and that subsequently the con- 
tracts which Mr. Pattison and Mr. 
Firstbrooke held would be commuted 
and the two Boards brought together 
as one, some retiring from the Peo- 
ple’s Life Board and some retiring 
from the Home Life Board. 

Q.—But the People’s Life Board 
forming the majority and taking con- 
trol of the Home Life Board? A.— 
Well, that Board was not considered 
as the majority; we looked upon Mr. 
Karn and Mr. Kloepfer as_ being 
worth a good deal of money and re- 
presentative men. 


Q.—Mr. Karn and Mr. Kloepfer 
are both of Dominion Permanent in- 
terests tooP A.—They were both, 
yes. 

Q.—And they were to go on the 
Board? Then you say ‘‘on under- 
standing Mr. Pattison’s position with 
the Home Life.’’ Will you tell me 
what you mean by that? What did 
you understand about his position? 
A.—You must remember I only had 
one or two conversations with Mr. 
Pattison and I handed the matter 
over to Mr. Warren, the solicitor of 
the People’s Life, to carry on the 
negotiations with Mr. Pattison, and 
he completed the negotiations with 
Mr. Pattison. 


Q.—Conferring with you from time 
to timeP A.—Conferring with me 
from time to time, yes. 


Q.—Yourself and Mr. Warren on 
the one hand; any other person be- 
sides Mr. Pattison on the other? A. 
—I had no conversation with any 
other person than Mr. Pattison. 


Q.—At no time from beginning to 
end did you discuss anything with 
the rest of the Board of “Directors of 
the Home Life? A.—No. I supposed 
Mr. Pattison was doing that. 

Q.—I fancy that there is no doubt 
he was? A.—I don’t know. 

Q.—That would fall naturally to 
his lot? A.—Yes. 

Q.—To look after his own directors? 
A.—Yes. 

Q.—Tell me what you understood 
about Mr. Pattison’s position? A.—I 
understood that Mr. Pattison had a 
contract with the Home Life which 
entitled him to certain remuneration ; 
I just forget the exact figure, but 
certain remuneration, per annum, for 
a period of fifteen years, of which 
four or five years, perhaps five years, 
had expired. 

Q.—It had about 10 years yet to 
run? <A.—Yes. 
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Q.—Did you ascertain what monies 
had been paid to Mr. Pattison under 
that agreement in order to estimate 
what it was worth to him? A.—The 
estimating was arranged by me with 
Mr. Warren that it was to be done by 
the actuaries of the both companies. 

Q.—The estimating of what? A.— 
The value of his contract, by Mr. 
Hughes, representing the People’s 
Life and Mr. Fitzgerald representing 
the Home Life. 


Q.—Do you say their report covers 
that matter? A.—That is my under- 
standing of it. You could get that 
more definitely from Mr. Warren. 

Q.—We will get the report and pro- 
aN that will be better still. A.— 

es. 

Q.—Subject to verifying these 
amounts afterwards by Mr. Pattison 
himself, I will just read the amounts 
he received apparently, from the 
books, during the preceding years. 

MR. LANGMUIR: Is that during 
the currency of his last contract with 
the Home Life? 

MR. TILLEY: Yes, sir. 


1898, $1,736.64. 
1899, $1,593.78. 
1900, $2,893.33. 
1901, $3,940.20. 
1902, $3,075. 

1908, $5,625. 

1904, $8,506.09. 
1905, $4,862.89. 


That would be up to the 12th of Oc- 
tober I suppose. A.—Yes, it was 
increasing there very rapidly. 

Q.—For 1904 it was almost three 
thousand larger than 1903, and 1903 
some $2,500 larger than the preceding 
year. The last two or three years 
went up more rapidly than the ear- 
lier years. Then, under Mr. First- 
brook’s contract: 

1900, $578.66 

1901, $677.09 

1902, $1,127.21 

1908, $1,321.67 

1904, $1,764.16 

1905, $1,716. | 
Those are the amounts as I have 
them? A.—The two were receiving or 
would have received in the neighbour- 
hood of $10,000 for the year 1905, or 
the last full year, if they had continued 
until the end of 1905. Between $9,- 
000 and $10,000. 

Q.—No, it would hardly be that; 
for 1905 up to the 12th October. Mr. 


MR. McLAUGHLIN: But Mr. 
Stratton said he meant the last ful 


Pattison got under $5,000. 
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year which was 1904? A.—Yes, that is 
right. One of your gentlemen spoke 
about it this morning and I asked 
Mr. Warren to try to hunt it up. 

MR. TILLEY: We will get it in 
course, no doubt. This is the way it 
would figure out, Mr.. Stratton; that 
on the first 50 Mr. Pattison would get 
5 per cent. or $2,500. Then on the 
next $100,000 he would get 4 per 
cent. or $4,000; on the next $50,000 he 
would get 3 per cent. or $1,500, and 
on the next 50 he would get 2 per 
cent. or $1,000 so that on $250,000 
he would be drawing $9,000? A.— 
Yes. 

Q.—Now that would be for a period 
of 15 years from the time the contract 
was dated? A.—Yes. 

Q.—Unless he himself 
surrendered his rights or died? 
Are you taking any one year? 

Q.—No, I am not taking any one 
year, I am saying that if it were 
built up? A.—If the receipts were 
stationary then the sum would be sta- 
tionary, but if the business increased 
at the rate of a million a year. 

Q.—He would be getting 2 per cent. 
on that? A.—Yes, which perhaps 
might make that 12 or 14 thousand 
dollars. It would depend on the suc- 
cess or otherwise of the business. 
Then, to show in the same way how 
Mr. Firstbrook’s would build up; on 
the first $50,000 he would get one per 
cent. or $500; on the next 50, 14 or 
$750; on the next 50, 2 per cent. or 
$1,000; on the next 50, 14 per cent. 
or $750; and on the last. 50 he would 
get one per cent. or $500 and for any- 
thing over that $250,000 he would get 
another one per cent. A.—Another 
one per cent. 

Q.—Assuming that it would be 
$250,000 he would be drawing $3,- 
500 for that year. A.—It would have 
to be more or less because we cannot 
stand still. 

Q.—I quite jappreciate that, butt 
just to show what it might amount to> 
on the basis of $250,000 his would be 
$3,500? A.—Yes, it would be either 
one or the other, larger or smaller. 

Q.—Now this will be subject to 
verification, too; probably I had bet- 
ter put this statement in. It is a 
statement similar to the People’s 
Life statement that I put in yester- 
day, showing the premium receipts 
and expenses and also the impairment 
of capital and so on (Filed as Exhibit 
435.) The statement starts with the 
year 1892 andshows the cash prem- 
ium receipts for that year $2,049. 
Then it runs up gradually until 1897, 
when it becomes $22,000 odd. 
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In 1898 it is $26,128. 


1899 $26,726. 
1900 $56,968. 
1901 $71,981. 
1902 $100,773. 
19038 $119,663. 
1904 $129,438. 
1905 $164,985. 


The next page gives the insurance 
in force and shows that in 1905 it was 
$6,161,017. In 1904 the preceding 
year, $3,949,053, so that there was a 
very large growth in that year, the 
last year of the Home Life; that 
would be probably adding in your 
own? <A.—That is the amalgama- 
tion, yes, $1,900,000 that was added. 

Q.—In the same way the cash re- 
ceipts from premiums would be your 
combined business for 1905?) A.— 
Yes. 

Q.—It is said that your premium re- 
ceipts for that year were about $67,- 
000, so that that would leave about 
$66,000 for the Home Life premium 


receipts. A.—Yes, $167,000 combined. 

Q.—I was looking at the wrong 
column. ‘That would be about $97,- 
000? A.—That only includes the 


People’s Life business from August, 
not from the whole of the year. 

Q.—Would not this be the com- 
bined? A.—Only the combination 
from the 3lst August. 

Q+«—In, your Annual Report for 
that year which would you put? 

MR. KIRBY: The whole year for 
the Home Life plus the cash receipts 
from August, so that it would only 
be‘ a portion of the year for the 
People’s Life? A.—The cash re- 
ceipts for the combined companies now 
amount to about $240,000. 

MR. TILLEY: So that the insur- 
ance in force of the Home Life at 
the end of 1904 was about 4 millions? 
A.—In round numbers. 

(Q.—And it had been the year be- 
fore 3} millions, and the year before 
that about 31 millions, so that the 
last two or three years it progressed 
in that way and, of course, the higher 
the premium income became the great- 
er would be the remuneration of 
Messrs. Pattison and Firstbrock? A. 
—-Yes, 
~Q.—Then what discussion did you 
have with Mr. Pattison regarding the 
transaction, further than what you 
have told us? A.—I did not have 
much discussion with Mr. Pattison 
further than that he would consider 
any reasonable contract for taking 
over the business of the People’s Life, 
and after perhaps several conversa- 
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tions had taken place between Mr. 
Warren and he, the question came up 
with regard to the directors of the 
People’s Life becoming associated 
with the Home Life, and then dis- 
cussions took place largely between 
Mr. Warren and Mr. Pattison. 

Q.—Then, do you say that it was 
arranged to reinsure before the dis- 
cussion as to change of directorate 
came up? A.—Yes. 

Q.—And the amount to be paid to 
Mr. Pattison did not come up? A. 
—I won’t say it was definitely con- 
cluded before that, but it was dis- 
cussed and that was what first brought 
about the talks at all. 

Q.—The discussion of the other fea- 
ture? A.—Yes. 

Q.—You say then, for some time 
it was discussed and dealt with on 
the basis that Mr. Pattison would 
continue to manage the Home Life? 
A.—It was not assumed otherwise. 

Q.—Did you know at that time that 
Mr. Pattison was willing or desirous 
to give up the insurance business? A. 
—I don’t think he said so on the 
commencement. 

Q.—I am not asking you whether 
he said so, but did you understand 
that in any way, that he had other 
interests that he was willing to de- 
vote his attention to. Did you get 
that impression either from him or 
otherwise? A.—I cannot say defin- 
itely as to that. 


Q.—Did you know he was interest- 
ed substantially in the Grand Valley 
Railway? A.—I knew he was a di- 
rector of the Grand Valley Railway 
but I didn’t know that he had any 
active management of it. 


Q.—Probably not, but did you know 
he was willing to give up his atten- 
tion to the Grand Valley Railway? 
A.—No, not as a matter of fact. 

Q.—Tell me what Mr. Warren re- 
ported to you about his interviews 
with Mr. Pattison? A.—My inter- 
views with Mr. Warren were always 
very brief. He said he could bring 
about the re-insurance of the People’s 
Life with the Home Life. 

Q.—You had learned that yourself? 
A.—Not the terms or the basis of 
agreement at all. Mr. Warren went 
into the absolute details with regard 
to what arrangements could be made 
and he reported them, acting as so- 
licitor for the People’s Life, and I 
reported then to the other members 
of the Board what Mr. Warren had 
reported to me, and Mr. Warren’s 
instructions from me and from the 
Board were to see that an absolutely 
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equitable transaction was made be- 
tween the People’s and the Home 
Life, that the People’s Life would be 
protected and that the Home Life 
would be protected, and while it may 
not be pertinent to your question, the 
reason for the directors of the Peo- 
ple’s Life joining the directors of the 
Home Life was largely to see that 
representatives of both Boards were 
present at all meetings to see that 
the interests of both companies were 
protected and carried through. 


Q.—Did Mr. Warren report to you 
what amount Mr. Pattison suggested 
as the fair amount to pay? A.—He 
reported to me that the amount the 
actuaries thought was a reasonable 
amount was a round hundred thousand 
dollars and subsequently it was $90,- 
Ate and finally it was settled at $80,- 

Q.—That is to say the actuaries 
changed it from 100 to 80; was it their 
minds that were changed? A.—No, 
I think it was largely myself. 

Q.—That is, you took the position 
that you would not pay $100,000? 
A.—That $80,000 was sufficient. 

Q.—And you thought a good deal 
ee was sufficient,-did you not? A, 
—No. 

Q.—Did you not propose anything 
less? A.—There was no use of pro- 
posing anything less. 

Q.—Did you propose anything less? 
A.—No. 

Q.—Never suggested any less 
amount than $80,000? A.—$80,000 
was the amount we finally decided 
upon. 

Q.—But there was no offer of a less 
Si Pama N OF 

Q.—On what basis do you say that 
that contract of Mr. Pattison’s is 
worth any such amount? A.—Well, 
if you take the business of the Peo- 
ple’s Life and add it to the Home 
Life. 

Q.—But then the Home Life had 
not got the business of the People’s 
Life at that time? A.—It was likely 
to be brought to a conclusion. 

Q.—It was likely to get it? A.— 
Yes. 

Q.—But it had not acquired it at 
that time? A.—No, but it had to 
be considered on that basis, it was 
likely to be carried through. 

Q.—That is because you, as the 
President of the People’s Life were 
putting through an arrangement with 
Mr. Pattison for the transfer of the 
People’s business, vou had to pay him 
a commission?  A.—No. 
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Q.—Or a commutation based on the 
additional business you were then giv- 
ing him. Surely that is not ‘so, Mr. 
Stratton? ~ A.—We thought it had 
to be taken into consideration, yes. 

Q.—You do not mean to say you 
thought it was proper to pay him 
money in respect of the very busi- 
ness you were transferring to him as 
part of the arrangement? A.—I 
mean to say that Mr. Pattison, or 
the Home Life taking over the Peo- 
ple’s Life and adding to the business 
of the Home Life, the combined re- 
venue therefrom, that under Mr. 
Pattison’s contract he would be en- 
titled to a certain sum of money which 
would be, we figured, in excess, with 
the usual progress of the company, of 
the amount that is being now paid 
under the commission to Mr. McCut- 
cheon, and that view was kept in 
mind. 

Q.—That is to say, if the two trans- 
actions had been separated and the 
re-insurance carried through without 
the other, that he would have had the 
People’s Life business on which to 
base his commission. A.—Yes. 

Q.—And on that account you think 
that as part of the same transaction 
you were entitled to pay him, on the 
basis of that People’s Life business 
which you were then transferring to 
him? A.—We considered that, but 
we did not add that to his present 
contract, but that aspect of the case 
was kept in view. | 

Q.—At the same time Mr. Pattison 
was to be released from serving the 
company any longer. A.—Yes. 

Q.—The commission he was being 
paid under his contract was the pay- 
ment for his services? A.—Yes. 

Q.—That is what his services were 
supposed to be worth. A.—Yes. | 

Q.—And what he was giving for his 
commission was no longer to be given? 
A.—Was no longer to be paid to him. 

Q.—And he was no longer to give 
his part of the consideration? A.— 
No longer to give his part of the con- 
sideration, but it was understood that 
the consideration that would be paid 
to Mr. McCutcheon as the incoming 
Manager of the company combined 
with the combination that was being 
allowed—to put it vour way—to Mr. 
Pattison and Mr. Firstbrooke, would 
not be in excess of what Mr. First- 
brooke would be entitled to had he 
remained there, and of course we 
thought we were getting a better man 
than Mr. Pattison in Mr. McCutch- 
eon. 

Q.—Do not let us get off on points 
like that; I do not know that we want 
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to discuss that and they are both 
here? A.—Yes, that igs so, I see them 
both. 

Q.—You were to pay Mr. McCutch- 
eon $5,000 salary in addition to this 
commission? A.—Yes. 

Q.—And the commission was to 
amount to $11,100 a year? A.—Pro- 
bably. 

Q.—Making $16,100 a year you 
were to pay out? A.—Yes. 

Q.—Do you say, that ig your opin- 
ion $16,100 a year was the fair equi- 
valent for these two sums that the 
other men were getting? A.—Well, I 
mean to say that the two companies 
are in a better position to-day, under 
that agreement, than they were under 
the positions they were both in be- 
fore and that was my object in bring- 
ing about the, as you put it on the 
start, the amalgamation, to put it 
in that way. 

Q.—And in order to get both the 
companies in this better position you 
had to pay, what Mr. Firstbrook and 
Mr Pattison demanded? A.—We had 
not to, unless we desired to. 

Q.—You had to, to get them in 
that position. A.—Qh yes. 

Q.—That was the payment that had 
to be made in order to bring about 
this agreement that was for the 
good of both companies? A.—That is 
right. 

Q.—And that position was breught 
about by Mr. Pattison and Mr. First- 
brook having these contracts with 
their companies that enabled them to 
take that position. A.—Yes. 

Q.—Did you ever discuss at all’ 
what payments Mr. Pattison would 
have to make to his other directors? 
A.—WNo. 

Q.—Never any talk of what would 
have to come out of that? A.—No, 
neither before nor since. 

Q.—That was left entirely for Mr. 
Pattison to attend toP A.—Yes, 
never considered by us. What he 
would have to do or would not have 
to do. I always understood from my 
conversations with Mr. Pattison that 
his Board was willing to meet his 
wishes in the matter. 

Q.—That is to say that he had 
matters in such shape that he would 
be able to deal with them, that is 
about what he would mean? A.—No, 
I would understand that he had con- 
ferred with his Board. 

Q.—And he had them in shape? A. 
—I don’t know what you mean by 
‘had them in shape.’’ 

Q.—When $80,000 is going to a 
man to surrender contracts that he 
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has with his company, and he says, 
I can arrange the matter with the rest 
of the Board? A.—No, he did not 
put it in that way. 


Q.—What did he say? A.—He just 


said, his Board would carry out his’ 


wishes in the matter, they had al- 
ways acted cordially with him and he 
believed that he would be able—that 
they would not object to the amal- 
gamation or to his resignation and the 
election of the representatives of the 
People’s Life is the correct way to 
put it. 

Q.—At any rate you had no discus- 
sion with him about that, and Mr. 
Warren did not report to you any 
conversation that he had had? A.— 
No, he never mentioned anything like 
that. 


Q.—You know, I suppose, that there 
was a good deal of business of the 
People’s Life that was included in 
the $2,600,000 of business in force 
that had lapsed and had _ not been 
written off? A.—No, I did not know 
it at that time. 


Q.—When did you first learn that? 
A.—I learnt that first when the re- 
port was being made for the Domin- 
ion Government. 


Q.—At the end of 1905? A.—Yes. 


Q.—Practically in January, 1906? 
A.—Well, it was 1905. The way it 
came about, I think, was _ largely 
this; I wanted a statement made, 
there was a letter written that I came 
across, by Mr. Blackader or Mr. Fitz- 
gerald, I won’t say which, but it was 
from the Insurance Branch at Ottawa, 
in which certain complaints were 
made, with regard to the Grand Val- 
ley Bonds, with regard to the building 
and with regard to something else. 


Q.—These being appraised too 
highP <A.—Yes, and I said to Mr. 
Kirby to place these at the valuation 
fixed and to cut out anything that 
was to be cut out, so that the state- 
ment presented would be absolutely 
correct and not any too favorable. 


Q.—Conservative? A.—Conserva- 
tive. So that we could build up from 
that. 

Q.—Do you know whether the Home 
Life business melted away in some- 
what the same manner? A.—Yes, 
some of it melted away. 

Q.—How much of the Home Life 
business melted? A.—The usual lapse 
rate of ‘about 25 per cent. for the 
year, they informed me. 

Q.—Who suggests the word ‘‘usual’’?P 
A.—Mr. Kirby. 
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Q.—You are not an insurance man 
enough to speak of that? A.—No, 
I don’t pretend to. 

Q.—But there was about 25 per 
cent. of the Home Life insurance that 
disappeared at the end of the year 
and about one-third of the People’s 
Life? .A.—Yes’ 

MR. LANGMUIR: That brought it 
down from about 4 to 3 millions? A. 
—No, the combined insurance would 
be about 6 million. but from 4 to per- 
haps $3,500,000 of the Home Life and 
about $1,900,000 or $1,700,000 of the 
People’s Life. I am speaking from 
mempry absolutely, but I was still 
further informed that these lapses 
were not all of one year, that they 
had been carried by the People’s Life 
perhaps 2 or 3 years, that they had 
not all occurred in the one year, and 
I gave instructions to cut them all 
out. 

Q.—And the reserve kept up on 
thatee “A—Yes) sir: 

Q.—How was that overlooked in 
the ‘inspection? A.—I could not say. 

MR. TILLEY: You are speaking 
of the People’s? A.—yYes. 

Q.—That some of these had been 
carried for some years and not taken 
out at the end of the year? A.— 
Yes. 

Q.—The computation of the reserve 
is taken from the preceding reserve 
and interest added to bring it up to 
the end of the following year and if 
the policies were not excluded the re- 
serve fund would not get the benefit 
of that surrender; that sis the way 
that would work out. 

MR. KENT: I suppose the Gov- 
ernment Reports for those years were 
not correct? If these policies lapsed 
in previous years and were not in- 
cluded as lapsed. 

MR. TILLEY: Yes. 

MR. McLAUGHLIN: The Report 
would be incorrect in the way of hav- 
ing too large a reserve rather than 
too small. 

MR. TILLEY: Incorrect in having 
too much insurance in force. There 
is no inspection, I suppese, either in 
the Ontario Department or in the 
Dominion Department, as to the re- 
serve each year; the valuation is 
made once in five years for the re- 
serve? A.—It would cost the Peo- 
ple’s Life something, as they have 
not got the premium, it would be an 
expense to them in putting up the 
reserve. 

MR. LANGMUIR: When the re- 
turn is made, either to the Province 
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or to the Dominion Government, that 
is, sworn to by some officer of the 
Company, and in that respect it must 
be defective, if the lapses are not set 
out correctly. 

MR. McLAUGHLIN: But in this 
case this has been done by preceding 
officers of the company who are not 
before the Commission? A.—The 
officer who makes the declaration de- 
pends absolutely on information sup- 
plied; if the information is not cor- 
rect the declaration is not correct. 

MR. TILLEY: Then, the premium, 
receipts, of course, would correspond- 
ingly shrink for both companies. 25 per 
cent. off, probably, in the Home Life, 
and one-third off in the People’s? A. 
—Well, we had not been receiving 
them in the Home, or in the People’s. 

MR. KIRBY: The idea was this, 
that in the Home Life, as far as we 
know, as far as we had gone during 
the year 1905, the lapses were the 
normal lapses from year to year; there 
was nothing abnormal about the lapses. 
Of course while they would be 25 per 
cent. or probably amount to a little 
more than that, but in that neighbor- 
hood any way of lapses, that would be 
made up by the new business, and if 
the business showed an increase _ it 
would show that the new business was 
more than taking care of the lapses 
to whatever extent the difference 
would be; so that, as far as the Home 
Life was concerned, as far as we have 
gone in it, the lapses seem to be the 
normal year to year rate of lapses. 

MR. TILLEY: Would the lapses 
you have spoken of, Mr. Stratton, in- 
clude policies surrendered, and so 
on? . A.—Yes. 

MR. McLAUGHLIN: All terminat- 


ed business. 


MR. TILLEY: Before passing away 
from the transaction as to the Peo- 
ple’s Life, was any part of the $80,- 
000 paid to Mr. Pattison returned to 
any officer or director of the Peo- 
ple’s Life? A.—None whatever. 

Q.—No consideration received? A. 
—Nothing, directly or indirectly. 

Q.—No consideration received either 
by you or any other director of the 
People’s Life? A.—No. 

Q.—Did you learn afterwards what 
Mr. Pattison had done with the $80,- 
000P A.—No. 

Q.—Never concerned yourself with 
itr» Al No, 

Q.—Have you the cheque for the 
$80.000 here to-day, Mr. Kirby; ee 
McCutcheon promised it yesterday, I 
think? A.—I can explain that tran- 
saction, perhaps better myself. I 
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gave my cheque for the $80,000. My 
personal cheque to the bank. 

Q.—To what bank, Mr. Stratton? 
A.—The Traders’ Bank. I subse- 
quently arranged for the discount of 
the $80,000 with the agreement of 
the Home Life at the back of Mr. 
McCutcheon’s note. That is the whole 
transaction. 

Q.—That is you gave to Mr. Patti- 
son the cheque on the Bank for $80,- 
000 and you afterwards arranged to 
relieve yourself of that payment? A. 
—I advanced it temporarily. 

Q.—And that was cleaned up by the 
bank accepting the assignment of the 
monies payable under Mr. McCut- 
cheon’s contract, by way of commis- 


sion outside of his salary? A.—Yes, 
temporarily. 

Q.—Not taking the salary assign- 
ment? A.—No. 


Q.—And then Mr. McCutcheon’s 
own note for the amount? A.—Yes, 
I always kept Mr. McCutcheon behind 
the agreement for the reason that Mr. 
McCutcheon is an insurance man and 
I am not. 

Q.—And he is now liable to the 
bank for that advanceP A.—Yes. 


Q.—And the security that he has 
given is the assignment of his com- 
mission? A.—Yes, but that is only 
a temporary advance with the Bank; 
the Bank is not to carry it for the 
ten years; other arrangements have 
been made, but I did not change 
them, for the reason that I am chang- 
ing the contract from 10 years to 
either 15 or 20. I think it will be 
better for the Home Life, that the 
payments won’t be so large, and I 
am arranging that the payment be 
made to the Bank, and I would have 
carried it out before this, but all 
sorts of motives might have been 
imputed, if we had done it before 
the Commission examined the com- 
pany. 

Q.—You do not do it, but you tell 
us you are going to do it? A.—I am 
going to do it. 

MR. LANGMUIR: The basis of the 
credit is Mr. McCutcheon’s note, and 
the other is collateral? A.—Yes, sir. 


MR. TILLEY: Did you make any 
inquiry, or did your solicitor make 
any inquiry that he reported to you 
as to the validity of the contracts 
with Mr. Pattison and Mr. First- 
brooke? A.—Yes, he said they were 
all right. 

Q.—Do you knowor did you know at 
the time, whether they were confirmed 
by his directors and shareholders? A. 
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—I think you will get better answers 
from Mr. Warren with regard to that. 
I understand from Mr. Warren that 
the transaction is perfectly legal and 
proper. 

Q.—Perfectly binding? <A.—yYes, I 
mean both. 

Q.—And you are not able to speak 
yourself as to what he bases. that 
opinion on? A.—No. 

Q.—All you know is that he re- 
ports that way to you? A.—Yes. 

Q.—You have not gone through the 
minutes to see what action was taken 
by directors or shareholders on those 
contracts? A.—Well, I have gone 
through the minutes sufficiently to 
see that the minutes have been ap- 
proved in which these contracts have 
been set out. 

Q.—But you do not know’ whether 
these are shareholders, directors, or 
executive committee? A.—Well, Mr. 
Kirby went through them for me 
and informed me they had been ap- 
proved of. 

Q.—We will obtain from Mr. Patti- 
son full information about that. I 
was just asking whether you inquired 
about that. A.—Yes, I left that to 
the solicitor, Mr. Warren. . 


Q.—Then, the People’s Life loaned 
to Mr. McCutcheon a certain amount 
with which he bought stock. A.—$29,- 
100. 

Q.—That stood in his name in trust? 
A.—No, I was listening to Mr. Mc- 
Cutcheon yesterday and he did not, I 
think, exactly understand that. Mr. 
McCutcheon bought for himself. The 
transaction was being carried through 
upon his recommendation and Mr. 
McCutcheon bought 1,164 shares of 
the Home Life stock from Mr. Patti- 
son at $29,100. 

Q.—That is, Mr. McCutcheon bought 
that personally. A.—He bought that 
personally. 

Q.—He did not seem to know it, 
but he did it? A.—He did it and 
his own security is at present in the 
People’s Life for the unsold portion 
of that stock. 

Q.—His own security being what? 
A.—His own security being his note 
and the stock. And he sold at the 
same time, the other particulars were 
given yesterday. 

Q.—Yes, I do not want the rest of 
the particulars, I just wanted to know 
who was at the back of the trans- 
action, that was all? A.—The direc- 
tors were at the back of the transac- 
tion to see Mr. McCutcheon through 
in that matter of the purchase of the 
stock, and if there was any loss about 
it. the directors would make good to 
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Mr. McCutcheon any loss in the mat- 
ter. 

Q.—What directors? At Mr. 
Karn, Mr. Kloepfer and myself. We 
would see that Mr. McCutcheon did 
not lose in the transaction, but we 
understood that among ourselves. 

Q.—So it might fairly be put as 
Mr. McCutcheon did put it yesterday, 
that he was acting for the parties who 
were carrying through the transac- 
tionP A.—Well, I have told you the 
fact and you can put whatever con- 
struction on it you like. 

Q.—Is there any agreement be- 
tween yourself, Mr. Kloepfer and Mr. 
Karn? A.—None whatever. 

'Q.—No \document or evidence of 
the arrangement between you three? 
A.—No document. They have always 
carried out their words so far as I 
am concerned. We were together 
winding up the company and we were 
taking whatever steps were necessary 

Q.—Was there any agreement pre- 
pared at the time of the amalgama- 
tion or in any way relating to the 
amalgamation that we have not had 
produced here? A.—Not that I 
know of. 

Q.—tThere is the re-insuring agree- 
ment and the agreement with Mr. 
McCutcheon? A.—That is all. 

Q.—Those are all the documents? 
A.—Yes. 

Q.—Why was the consideration for 
the transfer of stock by Mr. Pattison 
to Mr. McCutcheon left out of the 
document, do you know? A.—Why 
was the consideration? 

Q.—Yes why didn’t it say $25 a 
share and $80,000 cash? A.—Well, 
I don’t know. That is only a matter 
between the lawyers themselves, in 
the agreement. It was distinctly 
understood that we would take off 
Mr. Pattison’s hands all the stock he 
held at the price originally paid for 
it 20 and 5. 

Q.—Then when the agreement was 
signed it had been settled as to the 
amount. A.—It had been carried out. 

Q.—1,164 shares. Then the agree- 
ment was typed ‘‘Witnesseth that in 
consideration of blank’’ and then the 
word ‘‘in’? is struck out and it is 
changed to ‘‘witnesseth that for 
valuable consideration.”’ Do you 
know why that change was made? 
The document was drawn for the pur- 
pose of showing the real considera- 
tion; whose idea was it not to show 
it? A.—Oh,I don’t know;I couldn’t 
say as to that. There is nothing 
behind this. 
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Q.—I suppose it is fair to say that 
information was not being given 
publicly of that payment of $80,000 
to Mr. Pattison? A.—No, it was not 
being advertised. 

Q.—I suppose that you would not 
have told any of the persons inter- 
ested in the Home Life at the time 
the transaction was going through? 
A.—Well, all the directors of the 
People’s Life were informed of it. 

Q.—Yes, but you had been doing 
business with the People’s Life direc- 
tors for some time and you would 
have more confidence there? A.— 
Well, they understood it and _ there 
was nothing to hide. 

Q.—They must understand it be- 
cause this money had to be raised? 
A.—Yes. 

Q.—And they were as much inter- 
ested as you? A.—Exactly. 

Q.—You were all acting for the 
company of which you were ll di- 
rectors? A.—Yes. 

Q.—And there would be absolute 
necessity, but you would not be telling 
any of the directors of the Home 
Life what Mr. Pattison was getting? 
A.—Well, I did not interfere at all 
or say anything to any of the direc- 
tors of the Home Life. 

Q.—It is fair to say that it was the 
intention of all parties that that pay- 
ment should not be disclosed. A.— 
No, that is not correct. 

Q.—Except to the persons who had 
to pay or receive it? A.—No, that is 
not correct because the agreement 
made between the Home Life and Mr. 
McCutcheon would certainly show 
Mr. McCutcheon was being paid a 
sum in excess, under the agreement, 
in excess, perhaps, of what a young 
company would pay a manager, and 
that this sum was applied by Mr. Mc- 
Cutcheon. It could not be kept away 
or tried to be kept away and there 
was no intention to try to keep & 
away from the Board of Directors, in 
fact the Board of Directors all know 
about it, as far as J know. 

Q.—The face of the McCutcheon 
agreement indicated to any sensible 
man that there was something else 
behind it? A.—Yes. 

Q.—That that was not salary? A. 
—Yes. 

Q.—And yet you say that is the 
quid pro quo for Mr. Pattison’s sal- 
ary? A.—That was the arrangement 
made with Mr. Pattison for the two 
contracts, his and Mr. Fuirstbrook’s. 
not Mr. Pattison’s alone. 

Q.—Is not that because $80,000 is 
something for Mr. Pattison besides 
what he could reasonably expect un- 
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der the circumstances, something to 
get him out of the way? A.—WNo, 
I would not say that. 


Q.—You make that statement about 
Mr. McCutcheon’s contract and yet 
you say this is Just the equivalent of 
Mr. Pattison’s? A.—No, I couldn’t 
say Mr. McCutcheon’s is just the 
equivalent of Mr. Pattison’s. 


MR. McLAUGHLIN: The facts are 
being disclosed as fully as any person 
can disclose them, by Mr. Stratton. 


MR. TILLEY: You said the. $80,- 
000 was a fair payment to make. 
understood you to take that position? 
A.—It was recommended to me by 
Mr. McCutcheon and Mr. Warren as 
being the right and proper thing to 
do under the circumstances to bring 
about the amalgamation—although 
‘amalgamation’? is not the correct 
word. 

Q.—After all, is it not the correct 
word? That was the proper payment 
to make to bring about the amalga- 
mation? A.—No, to bring about an 
arrangement of the two Boards to- 
gether with the two businesses of the 
two companies, for business purposes. 


Q.—When that agreement with Mr. 
McCutcheon came up before the Home 
Life Board you say that, of course, 
they would see that there was some- 
thing to be paid out by Mr. McCut- 
cheon or that was the equivalent of 
something else? A.—When it came 
up before the Home Life Board I 
thought it would be better to be sign- 
ed by Mr. King instead of by my- 
self, as I was President of the Peo- 
ple’s Life and was becoming Presi- 
dent of the Home Life. I thought 
it would be better to be signed by 
him so that everything would not be 
completed by me. The agreement was 
understood by the Board at the time 
and Mr. King understood. 


Q.—What members of the old Home 
Life Board were directors at the time 
that agreement was ratified? A.— 
There was Mr. King and Mr. Hughes. 
I just forget for the moment whether 
Mr. Hughes was present. The min- 
utes ought to show that. There was 
Mr. Curry, Mr. King, Mr. Hughes, 
Mr. Briggs and Mr. Lyons of Guelph. 

Q.—These are all the old Home Life 
Board? A.—No, Mr. Lyons is not 
of the Home Life. 

Q.—I am asking the old Home Life 
Board? A.—Well, they were all 
present. 

Q.—The ones that were re-elected? 
A.—The ones that were re-elected. 
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Q.—Your directors were in control 
at that time? A.—No, we were all 
elected. The Board was just as it 
is to-day, with the exception of a re- 
signation or so that may have taken 
place meantime and a new gentleman 
elected. 

Q.—Will you say the directors pre- 
sent at that meeting knew what was 
being paid by Mr. McCutcheon to Mr. 
Pattison? A.—We assumed they did. 
The resolution was put before them 
and the contract put before them. 

Q.—It was not in the contract, the 
$80,000? A.—No, the $80,000 was 
not in the contract. The Home Life 
had nothing to do with the $80,000. 
The Home Life had to do with the 
agreement of Mr. McCutcheon with 
the Home Life. 

Q.—But you say that agreement 
obviously contains something that was 
going to be paid to Mr. Pattison 
indirectly? A.—It contained the re- 
payment of the amount that was to 
be repaid. 

Q.—Were the directors at the meet- 
ing of the 138th when that agreement 
was obtained, told that? A.—I sup- 
pose they understood it. I could not 
say what discussion took place about 
it. 

Q.—Were they told it? A.—There 
were present Mr. King, Mr. Briggs, 
Mr. Kloepfer, Mr. Hughes, Mr. Curry, 
Mr. Warren and Mr. McCutcheon. 

Q.—Mr. King was a member of the 
old Home Life? A.—Yes, he was 
Vice-President. 

Q.—Dr. Briggs? A.—Yes. 

Q.—Mr. Curry? A.—Yes. 

Q.—Mr. Hughes? A.—Mr. Hughes 
was not. 

Q.—There were three of the old 
Home Life Board there at the meet- 
ing? A.—yYes. 

Q.—Was Mr. Hughes a former di- 
rector of the People’s? A.—No. 

Q.—And besides Mr. Hughes there 
was yourself, Mr. Kloepfer, Mr. War- 
ren and Mr. McCutcheon? A.—Mr. 
McCutcheon was not a director of 
the Old People’s Life. 

Q.—Mr. McCutcheon’s agreement 
was read at that meeting? A.—From 
memory, yes. 

Q.—You say it wasP A.—Yes, I 
asked Mr. Kirby and he says he read 
it. 

Q.—Did any person ask why that 
5 per cent. was added? A.—I don’t 
think so. 

Q.—Was anything said about it? 
A.—No. 
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Q.—It was simply read and passed? 
A.—I don’t think there was any dis- 
cussion about it; no, there was no 
discussion about it. 

Q.—But you are positive that it 
was read? A.—Mr. Kirby says he 
read it. 

Q.—Do you say so, Mr. Kirby? 

MR. KIRBY: Well, I presume it 
was read. 

MR. TILLEY: Do not presume, 
please. I want to know whether the 
agreement was read. 

MR. McCUTCHEON: It would 
naturally be read when the minutes 
were confirmed. 

MR. KENT: Is it not a fact, Mr. 
Kirby, that it was not read? 

MR. KIRBY: I cannot say from 
memory. 

MR. TILLEY: The memorandum 
of agreement is set out in the minutes, 
but that does not say the agreement 
was read at that time? A.—Mr. 
Kirby would read the minutes at a 
subsequent meeting any way. 

Q.—Did you read it at the next 
meeting ? 

MR. KIRBY: No doubt it would 
be read then. 

WITNESS: There was nothing kept 
from the Board in any manner, shape 


or form. 


MR. KIRBY: What makes me 
hesitate is this, sometimes there 
would be an agreement or something 
like that and instead of reading it, 
it would be passed around amongst 
the directors and they would read it 
as they sat at the table, and _ pro- 
bably the Secretary or President 
would not read it personally. 

MR. TILLEY: Was there any dis- 
cussion about that agreement? (Mr. 
Kirby answers till a change is indi- 
cated.) A.—No discussion. 

Q.—And no explanation? A.— 
None asked, that I know of. 

Q.—That would be understoood as 
a thing not to ask under the circum- 
stances, don’t you think; you did not 
expect any person to ask any ques- 
tions, did you? A.—No, personally 
I expected that the directors all knew 
exactly what was in that agreement 
when it was presented for confirma- 
tion. : 

Q.—And you thought that the di- 
rectors knew the $80,000 had been 
paid, did you? A.—Oh, I didn’t 
know anything about that. 

MR. STRATTON: There was no- 
thing tried to be hidden by you? 

MR. KIRBY: No, sir. 
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son. 

MR. TILLEY: Who did you ever 
tell that you had paid $80,000, Mr. 
Stratton? 

(Mr. Stratton now answers.) 

A.—I could not say. 

Q.—Did you ever discuss that at 
any Board Meeting since that date? 
A.—I could not say. 

Q.—Did any person know about it, 
except the immediate parties to the 
transaction until it came out here 
yesterday? A.—Oh yes. 

Q.—From you? A.—Yes. 

Q. Who? A.—Well, I discussed it 
with Dr. Briggs and I discussed it 
with some of the other members of 
the Board. The payments were made 
to Mr. McCutcheon under the agree- 
ment; payments had been made dur- 
ing the year, 

Q.—I am talking about the pay- 
ment of $80,000? A.—Yes, well, part 
of the payment. Statements were 
submitted to the shareholders monthly 
or quarterly—to a directors rather 
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creased payment to Mr. McCutcheon 
was in excess of what it ee under- 
stood what h*s «rloer- wwe~ 

Q.—Was there any ihc about 
that? A.—No. 

Q.—Never has been any discussion 
about it yet? A.—No. 

Q.—Then, Mr. Stratton, leaving 
that for the present, Mr. Kirby says 
that you reported to him something 
that you had discovered regarding 
Grand Valley Railway Bonds after the 
amalgamation agreement had _ been 
executed? A.—I had been informed 
that the company had not obtained 
their full quota of Grand Valley bonds 
under the purchase. 

Q.—Grand Valley bonds? A.— 
Grand Valley stock that went with 
the bonds. 

Q.—You knew that the company 
was carrying some Grand Valley 
‘Bonds? A.—Yes, and stock. 

Q.—And you knew that it had got 
some common stock as a bonus? A. 
Ves, 

Q.—And then you heard that it had 
not got its full amount? A.—Yes. 

Q.—Was that reported to you or 
did you learn that from going through 
the books? A. It was reported to 
me in going through the assets of 
the company. 

Q.—By whom, in going through the 
assets? A.—By my going through 
the assets of the company with the 
late accountant of the company. 
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Q.—You examined into the transac- 
tion and came to that conclusion in 
your own mind? A.—wNo, I did not 
come to any conclusion, Mr. Walker 
told me he thought that we were en- 
titled to a larger proportion of the 
common stock. 

Q.—Did you take that up? A.— 
I took that up with Mr. Pattison. 

Q.—And what took place between 
you and Mr. Pattison about that? 
A.—Mr. Pattison said he would en- 
quire with Mr. Firstbrook and seo 
and he returned to the company 150 
shares of the common stock. 

Q.—How many bonds and how much 
common stock had the company at 
the time you amalgamated? A.— 
$44,000 of bonds and $22,000, 50 per 
cent. of stock. 


Q.—Exactly 50 per cent., was it? 


_ A.—Yes. 


Q.—Are you sure it is 220 and not 
155 shares? A.—You are thinking 
of the common stock? 

MR. KIRBY: 215 first. Then we 
got 5 and that made 220 of the 50 
per cent. Then, since that we have 
received 150, bringing it up to 370 
shares. 

MR. TILLEY: That is not quite 
100 per cent. yet? A.—Not quite, 
no. 

Q.—Then, tell me, Mr. Stratton. 
or Mr. Kirby—what you learned about 
that on investigating the books, and 
just what had been done, what stock 
you are entitled to and what had be- 
come of it before you got it from Mr. 
Pattison. 

MR. KIRBY: There was nothing 
to show how much the company was 
entitled to. 

Q.—Then, how did you base any 
claim against Mr. Pattison? 

MR. STRATTON: On how the 
stock had been sold to others. 

Q.—You thought that 50 shares of 
stock as a bonus was a small allot- 
ment of stock in proportion to what 
others had paid and the stock they 
had got? A.—Well, from what I 
know of my own experience, it has 
been customary that a large bonus 
of common stock went with the bonds 
and I naturally inquired whether we 
only got 50 per cent. of the stock 
with these bonds. And we sent for 
the bonds and stock and counted them 
up and found we were 5 short of the 
50 per cent: 

Q.—Where did you get the 5 that 
were short? A.—We spoke to Mr 
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Pattison’s son, who was taking charge 
of these matters at that time and it 
had been counted wrong, and five 
shares were returned. 

Q.—That brought it up to the 50 
per cent. and you got that from Mr. 
Pattison’s son? A.—I think that 
was the way it was. From Mr. Pat- 
tison or his son. Some person was 
spoken to about it. Then, with re- 
gard to the balance of the stock, I 
spoke to Mr. Pattison about it and 
Mr. Pattison said that he had for- 
gotten the nature of the transaction 
and that he would look it up and let 
us know exactly the position of affairs 
and if we were entitled to any more 
stock it would come to us, and he 
had a talk wth Mr. Firstbrook and 
there was certain stock standing in 
Mr. Firstbrook’s name, common 
stock of the company, and I don’t 
know how it was arranged but there 
was returned by Mr. Pattison to the 
company, the 150 shares we had 
spoken to him about. I may say this, 
that Mr. Pattison always showed a 
disposition to have anything rectified 
that his attention was called to where 
it was either irregular or some over- 
sight. 

Q.—As soon as it was discovered 
and mentioned to him he was always 
willing to make it right? A.—Yes. 

Q.—There is nothing yet in your 
office to show what stock you are en- 
titled to? A.—No. 

Q.—You have no means of know- 
ing that? A.—No.. 

Q.—And you don’t know yet wheth- 
er you have got your full amount or 
whether you have got too much? A.— 
Well, we are told by Mr. Firstbrook 
or by Mr. Pattison that we have got 
what we are entitled to. 

Q.—Did you know then whether 
Mr. Pattison was interested in the 
Grand Valley Bonds on his own ac- 
count? A.— What do you mean by 
‘fon his own account?”’ 

Q.—Personally? A.—I cannot say 
that I did. I knew that Mr. Patti- 
son was more actively identifying 
himself with the Grand Valley Rail- 
way and I know that he was actively 
interested with Mr. —, the gentleman 
that was Managing Director in con- 
nection with it. 

Q.—Dr. Ickes? A.—Yes, but I was 
not giving any thought or atten- 
tion to what Mr. Pattison -was doing. 

Q.—Was there or is there anything 
in the office of the Home Life to show 
any transactions by the Home Life to 
assist Mr. Pattison in carrying Grand 
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Valley Bonds? A.—No, there is 
nothing to show that in the books that 
I am aware of. 

Q. Do you know of any transac- 
tion, Mr. Kirby? 

MR. KIRBY: A loan on the secur- 
ity of some bonds and a note as near 
as I can remember. 

MR. STRATTON: I can _ explain 
that. When I took charge of the 
company there was a npte from 
Dr. Ickes and at the end of the 
year, when we were making up our 
statement, the Home Life account- 
ant, Mr. Walker, called my attention 
to a note of Dr. Ickes, and I called 
Mr. (Pattison’s attention to it; it 
was 5 or 6 thousand dollars; I told 
him that we could not carry that; in 
the first place it never should have 
been loaned and in the second place 
we could not put it in as an asset, it 
would not be accepted; and Mr. 
Pattison sent his cheque and took it 
up. . 

Q.—That was a loan by the Home 
Life to Dr. Ickes? <A.—Yes. 

Q.—Without any security? A.— 
No, I think there were Grand Valley 
bonds behind that. 

Q.—It was a loan to Dr. Ickes on 
Grand Valley Bonds? A.—And his 
note. 

Q.—How much did that loan 
amount to? A.—Five or six thous- 
and dollars. At any rate it wag re- 
tired, as soon as Mr. Pattison’s at- 
tention was called to it, he sent his 
cheque for the amount with interest 
to date. 

Q.—Was there any loan of that 
kind or any other kind that you re- 
quired Mr. Pattison to take up? A. 
—-There was no other loan. 


Q.—But there was another trans- 
action which he had to set right? A. 
—Yes. 

Q.—We will refer to that after the 
adjournment, but for the present were 
there any other loans made to any 
of the directors of the Home Life that 
you found? A.—No, there were 
none. 

Q.—Where there any that had been 
closed? A.—No, none of the directors 
were borrowing from the company. 
ae ct had been borrowing? A.— 

O. 

_ Q.—So far as the books show there 
is no record at all of any director 
having got any accommodation from 
the Home Life? A.—No. The 
amount of that note was $5,200 that 
Mr. Pattison retired. 

(Adjourned to 2. p.m.) 
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AFTERNOON SESSION. 


Resumed at 2.15 P.M., September 
7th, 1906. 

Examination of J. R. Stratton, 
continued : 

MR. TILLEY: Q.—There has noth- 
ing occurred during the adjourn- 
ment to remind you of any trans- 
action that the Home Life appears to 
have had or was current at the 
time you took hold of it with any of 
their previous Board of Directors by 
way of financial accommodation to 
them? A.—No. 

Q.—No financing of Grand Valley 
bonds nor in any other way did they 
render assistance? A.—No, except 
the case I mentioned. 

Q.—Quite so? A.—I mean to say 
whatever may or may not have been 
done in previous years that was the 
only transaction unclosed. 

Q.—There may have been dozens 
of transactions you know nothing of 
at allP A.—Yes. 

Q.—I want to ask you whether the 
stock of the Home Life was not issued 
at a premium? A.—Of 120 and five. 

Q.—The five per cent. was the 
premium? A.—Yes. 

Q.—The stock that the People’s 
accepted at 50 per cent. paid? A.— 
Par, 

Q.—There was no premium paid on 
that? A.—No. 

Q.—Was there any resolution or 
by-law authorizing that sale of stock 
by the Home Life without the prem- 
ium which had been demanded from 
other shareholders? A.—There was a 
resolution or a by-law authorizing the 
sale of stock. 

Q.—After you became President, 
was it? A.—I will look up the min- 
ute book. 

Q.—Was any commission paid on 
that sale of stock? A.—No. 


Q.—No person got any allowance on 
that as sale of stock? A.—None what- 
ever; the profit on that when. dis- 
posed of would be a_ profit to the 
holder which is the People’s Life. 

Q.—That is to say itis sold at— 
A.—120 and five profit would be to 
the People’s Life. 


Q.—How late did the People’s Life 
issue its debenture stock before the 
amalgamation? A.—Until we decided 
to re-insure the business rather than 
continue the company. 

Q.—Up to the time that you de- 
cided to re-insure the People’s Life 
was issuing its debenture stock as 
occasion offered? A.-—Yes. 
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Q.—Can you say how many sales of 
debenture stock were made by _ the 
People’s Life in the year 1905? A. 
—Three or four. 

Q.—Amounting to how much? A. 
—There was one of $5,000 to Mr. Mc- 
Mullen, of Brockville; it is an ex- 
change of securities to some extent. 

Q.—That is the Mr. McMullen Mr. 
McCutcheon spoke of this morning? 
A.—Yes; the others were small 
amounts of $5,000, or $300 or $200; 
Six or seven thousand dollars would 
be the total amount. 


Q.—The small amounts would be 
the persons whose financial transac- 
tions would be smaller? A.—Yes, 
there was no attempt being made to 
any great extent to dispose of de- 
benture stock. 


Q.—Tell me the transaction with 
Mr. McMullen whereby he got $5,- 
000 of the debenture stock, what was 
the exchange? A.—He hai some 
Colonial Life stock which was paying 
6 per cent. and that stock was  ac- 
cepted by the People’s Life as part 
payment of his purchase of debenture 
stock. ; 

Q.—How much Colonial stock had 
he paid up? <A.—$1,500 or $2,000. 

Q.—That is representing a paid-up 
sum of $1,500 or $2,000? A.—Yes. 

Q.—And then over the $1,500 or 
$2,000 he would pay in cash? A.— 
Yes. 

Q.—How much debenture stock did 
he take? ~ A.—$5,000. 

Q.—Did he take it at par? A,— 
Yes. 

Q.—And paid in the full amount or 
the equivalent in Colonial stock? A. 
Yes. 

Q.—In the condition of the People’s 
Life as it existed then was that a 
proper transaction to enter into with 
McMullen? A.—At the time we had 
no thought but what the business of 
the company would go on. 


Q.—What were the debentures that 
were outstanding at that time worth 
having regard to the assets and con- 
ditions of the People’s Life  busi- 
ness? A.—TI could not say as to that. 

Q.—What would be your best judg- 
ment? <A.—It would depend upon 
the policy that was being pursued 
whether the business was progressing 
favorably and _ satisfactorily; they 
would be worth more than if they were - 
at a standstill negative policy. 

Q.—It would depend upon _ the 
possibility of the management making 
good the total amount of the deben- 
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ture issue? A.—Making a _progres- 
sive company. 

Q.—Take it as the company exis- 
ted at that time? A.—You cannot 
take it that way. 

Q.—Why not take it that way; 
what surplus had the People’s Life at 
that time over and above its liabili- 
ties, leaving out entirely debenture 
stock? A.—That is its liability under 
the policies? 

Q.—Yes, include the liability on the 
policies? A.—That would have to be 
actuarially figured out. 

Q.—Of course it was figured out in 
the returns from time to time—what 
was it, Mr. McCutcheon? 

MR. McCUTCHEON: I cannot say 
at this moment; as far as the poli- 
cies were concerned. the debentures 
were never considerd a liability to 
the policyholders. 

MR. TILLEY: Q.—At the end of 
December, 1904 the impairment of 
the People’s was $221,073.64. 

MR. KIRBY: Yes, about that 
amount. 

MR. TILLEY: Q.—And the deben- 
ture stock outstanding amounted to 
how much? 

MR. KIRBY: $250,000; but that 
impairment of course is taking in the 
liability on that $250,000. 

MR. TILLEY: There was a short 
shortage of $221,000 out of $250,000, 
that is what that means? 

MR. KIRBY: Yes. 

MR. TILLEY: Q.—So that the 
$250,000 of debentures at the end of 
1904 were worth in assets of the com- 
pany about twenty-five to thirty 
thousand dollars, assuming the com- 

any’s statement to be correct. 

WITNESS: I am informed that is 
correct, but you are not taking into 
consideration the expenditure for the 
establishment of the business ‘and 
being a going concern, and the in- 
surance that has been obtained. 

Q.—I am taking into account that 
the business has been established for 
some 12 or 14 years? A.—Are you 
taking into your mind there that it 
‘was dormant for quite a number of 
years? 

Q.—I am trying to show to the 
Commission how dormant it was at 
the end of 1904? A.—Yes. 

Q.—That value of the establishing 
of business is what you would regard 
as the good will, I suppose at that 
date, which should be estimated at 
something? A.—The good-will of an 
insurance company is largely what 
you can make it. 

Q.—The value as practically agreed 
on between you and the Home Life so 
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far as you can figure it out wa 

Ss one 
premium, 100 per t. 
premium? easy any oii ena 

-—And the annual premium i 

1905 was about $67,000 after it rae 
boiled down as the Secretary told us 
eG morning? A.—Yes 
_ Q.—Even adding that it only bri 
4 to $100,000 or less? Aeviatdtae 
e. | 


Q.—That being the condition 
think it was fair and proper ae 
selling debentures and accepting from 
the public 100 cents on the dollar for 
the debentures? A.—It would depend 
entirely upon the management of 
the company, and the success of it and 
the progress of it, if the management 
felt that they could make the company 
a success it was perfectly justified in 
issuing the debentures to make it so 
in disposing of the debenture stock. 
_ Q.—What would be your opinion of 
it looking at it at this date, that was 
before you got your coat off and went 
to work at it yourself? A.—We have 
looked at it and we have been dealing 
with it as if it would have been bet- 
ter if the stock had not been sold, at 
the same time I do not think that 
there was anything improper in Mr. 
McCutcheon’s disposal of the stock, 
believing, as he believed, he could 
make the company a success. 

Q.—Was it Mr. McCutcheon that 
disposed of it? A.—I could not say 
as to that, but under his management 
the stock was sold. 


Q.—Can you say whether it was 
Mr. McCutcheon that disposed of 
that stock? A.—I can find out. 

MR. McCUTCHEON: I might say 
yes; the holder of it is a personal 
friend, Mr. McMullen, and his wife 
a distant relative, and he purchased 
the stock from me having confidence 
in me making the company a success. 

MR. TILLEY: Did he do that 
knowing the condition of affairs? 
_Mr. McCutcheon answers the ques- 
wens BE a change is indicated: 

PGT 


Q.—And placing confidence in you 
to bring the debentures that were 
not even worth more than what Mr. 
Stratton has told us up to 100 cents 
on the dollar? A.—I may say to 
you he is one of the most shrewd 
business men in Canada, and before 
purchasing the stock he asked for a 
report of the company which I sent 
to him, and also gave him every in- 
formation I could possibly give him 
concerning the company. he was quite 
satisfied and accepted the debentures. 
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Q.—Did you tell him anything about 
what the stock was worth in your 
opinion? A.—No sir, I did state I 
considered in the future it would be 
a good holding, and I hoped to make 
it very valuable. 

Q.—But you did not tell him what 
you thought it was worth then? A. 
—No. 

Q.—Did you tell him that debenture 
stock was capable of being sold at 
that time? A.—No, I did not even 
refer to having sold any because I 
had not sold any. ‘That was the 
first; there were no efforts whatever 
being made. 

Q.—Did you solicit him to invest? 
A.—I cannot say I did. I called on 
him in a friendly way and talked to 
him, and he said “I will take $5,000 
debenture stock.’’ I sold him an 
annuity previous to that in the Federal 
Life, and he had confidence in me, 
and he says, ‘‘You have made it a 
success and I believe you will make 
the People’s a success, and I am ready 
to put in my money.” 

Q.—And you think he appreciated 
the condition of the People’s affairs 
at that time? A.—I think he ap- 
preciated a confidence in me. 

Q.—Did he appreciate that for $250,- 
000 of debentures the company had 
about $25,000 of assets? A.—I do 
not know that he would have con- 
sidered that, although I would not 
be justifiable in considering that,—he 
is a very shrewd business man and I 
think he would have protected him- 
self. 

Q.—You knew that? A.—I knew 
the debenture stock was there. 

Q.—And you knew about $25,000 
of surplus was there to represent all 
the debentures, didn’t you? A.—Yes. 

Q.—Did you tell him that? A.— 
No, I cannot say I did, I was not 
asked that. 

Q.—yYou took cash to the extent of 
three or four thousand dollars and 
other assets to make $5,000 from Mr. 
McMullen for debentures that -were 
only worth about one-tenthP A.— 
I think you are wrong there; there 
was a Colonial debenture, or stock in 
the Colonial Investment Company 
that he asked to be accepted as part 
payment of this stock, and his cheque 
for the balance. Now he asked this 
Colonial stock to be taken at a certain 
figure which was consented to, and 
that price was par. The question was 
was it worth par, was he buying that 
debenture stock knowing it was not 
worth 100 cents, but willing to take 
the chance of it. 
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Q.—Did you have any conversation 
with him as to what the Colonial was 
worth? A.—None whatever. 

Nene discussion about that? A. 
—No. 

_ Q.—And it was dealt with as though 
it were worth par? A.—Yes. 

Q.—Still if there had been no Co- 
lonial at all there would have been 
still a wide margin between the assets 
and the debentures outstanding? 

MR. STRATTON: Still he is ar- 
ranged with and it is felt he ought 
to be, and that is being done. 

MR. McCUTCHEON: That is really 
retired; it 1s private business and I 
have agreed to retire it. 

MR. TILLEY: You have agreed to 
retire it on behalf of whomP A.— 
On behalf of myself; I have the Pre- 
sident’s instructions to retire it. 

Q.—But who have to retire it? 
bisaatr STRATTON: The People’s 

ife. 

Q.—With what assets? 

MR. STRATTON: With their own 
assets. 

MR. McCUTCHEON: 
their own. 

Q.—Are you retiring these deben- 
tures or is some person retiring them? 

MR. McCUTCHEON: Mr. Stratton 
has been giving the matter his person- 
al attention. 

The questions are answered by Mr. 
Stratton until a change is indicated: 

Q.—Could you make for us a state- 
ment showing the issue of the deben- 
ture stock, the date of issue and date 
of redemption? A.—TI could get you 
a statement. 

Q.—Then we would like to know 
the terms on which the different hold- 
ers were dealt with? A.—Very well. 

Q.—Was any commission paid on 
the issue of debenture stock of the 
People’s Life to any person? A.— 
I suppose there was, I never paid 
any. 

Q.—Who did pay it? A.—I don’t 
know, I will find that out for you. 

Q.—On what basis is Mr. McMullen 
being redeemed? A.—On the basis 
that he subscribed for the stock. 


Q.—What was that? A.—On the 
same terms he subscribed for the 
stock. 

Q.—That is he is getting his money 
back P A.—yYes, and he is taking 
his Colonial stock back. 

Q.—And he is taking his money 
back? <A.—yYes. 

Q.—That is to say he refused to 
accept anything else? A.—I would 
not say that. 


Naturally 
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Q.—It is all covered by correspond- 
ence, is it? A.—He has intimated, 
I could not say whether it is by cor- 
respondence or not—I have two letters 
from him and I can produce those 
letters. I wrote myself personally 
with regard to the stock. He wrote 
me in reply that he would consider 
my proposition to accept the stock 
of the Home Life, and I replied to 
him again and he wrote then, not 
to me but to another party, intimat- 
ing he would be satisfied if he was 


restored to his original position ; which’ 


I gave instructions to have it done. 

Q.—We will see that in the cor- 
respondence. The by-law .that was 
passed regarding the issue of fifty per 
cent. stock to the People’s is on page 
335 of the minute book and reads this 
way: (Reads.) That resolution was 
carried, and so it appears in the min- 
utes of Board of Directors, October 
20th, 1905—has that by-law been con- 
firmed by the shareholders? A.—Is 
that a resolution or by-law? 

Q.—The resolution, what it is here? 
A.—I could not say definitely as to 
that, I do not think so. 

Q.—The stock was issued in this 
case under that and the resolution? 
A.—Yes. 

Q.—And there is nothing else that 
has been done by the company or 
other shareholders or directors in con- 
firmation of it; apparently that was 
approved of December 28th, 1905. 
Who are the present directors of the 
Home Life? A.—Here is a list (hands 
list to Mr. Tilley). 

Q.—You have handed me a list of 
the Board of Directors of the Home 
Life for the year 1906? A.—Yes. 

Q.—And also a list of the Advisory 
Board? A.—Yes. 

—List of the Board of Directors and 
the Advisory Board marked as Ex- 
hibit 436. 

Q.—As to the Advisory Board, that 
is persons out of Toronto at different 
points, I suppose, for consultation? 
A.—In the various Provinces. 

Q.—Then you have taken out of 
the list of directors three names, John 
McMullen, R. R. Hall, M.P., and 
Jacob Hose, why do you strike those 
out? A.—They intimated after they 
were elected at the annual meeting 
that they would prefer not acting in 
the capacity of a director in an in- 
surance company. 

Q.—The three of them did? A.— 
Yes. 

Q.—You have a margin for your 
directorate, you are not committed to 
an exact number? A.—Yes. 
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Q.—What is the number? A.—Fif- 
teen and not to exceed twenty-five. 

Q.—You have a margin, between 
15 and 25? A.—Yes. 

Q.—So long as your number does 
not exceed the maximum or get below 
15 you would have a properly consti- 
tuted Board of Directors? A.—dAc- 
cording to the by-laws. 

Q.—The only directors here who were 
directors of the Home Life before the 
amalgamation are John S. King and 
Rev. Dr. Briggs, those are the only 
two who were on the old Board? A. 
—Oh, no, there are six. (Marks with 
a cross those who were on the old 
Board.) 

Q.—These six you have marked with 
a cross were all members of the old 
Board of the Home Life? A.—yYes. 

Q.—These parties other than Mr. 
King and Dr. Briggs do not seem to 
have taken any part in the transac- 
tion whereby the amalgamation was 
carried through? A.—I do not know 
what part they took with the Home 


Life. 


Q.—I thought I asked this morning, 
but I must be mistaken, whether all 
the names I had read as resigning 
constituted all the old Board of the 
Home Life? A.—No. 


Q.—There was some mistake about 
that, beside the gentlemen who at- 
tended the meeting and resigned some 
of them were re-appointed, there 
were other persons? A.—There were 
other persons directors on the Home 
Life Board. 

Q.—We will be able to tell that 
from Mr. Pattison? A.—Yes. 

Q.—Was Mr. McMullen, whose name 
you have struck out, a shareholder in 
the Home Life? A.—He was a share- 
holder in the People’s Life. 

Q.—He had debenture stock in the 
People’s? <A.—Yes.. 

Q.—But that did not in any way 
make him a member of the Home 
Life? A.—wNo. 

Q.—So that he was not a qualified 
person to be a director? A.—Yes, he 
became a policyholder of the Home 
Life. 

Q.—He is a policyholder? A.—Yes. 

Q.—When did he become such? A. 
—I say as a policyholder of the Peo- 
ple’s Life, if he had a policy he 
would have been qualified to have 
been elected as a director of the Home 
Life, but he was elected at the an- 
nual meeting, speaking from memory, 
with a view to his qualifying to_be- 
come a director of thn Home Life 
Board subsequently. 
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Q.—That is probably the way the 
transaction would be put through, you 
would appoint Mr. McMullen on the 
expectation that he would close your 
transaction in the way you were pro- 
posing, to take Home Life for his 
debenture stock in the People’s? A. 
—It was not considered, he was looked 
upon as a good man living in the 
eastern part of the Province. 

Q.—It was not considered as a good 
move to get Mr. McMullen accepted 
in the Home Life? A.—You want to 
put a motive to it that we did not 
have in mind. We felt Mr. McMul- 
len, living in Brockville, in an im- 
portant city, and in the eastern part 
of the Province, that he would be a 
good man to become a director, and if 
he properly qualified himself to be a 
director he would be a good man. to 
keep on the Board. 

Q.—You did not have the other mo- 
tive at that time? A.—WNo. 

Q.—Mr. R. R. Hall, was he a 
shareholder? A.—No, he was the 
same way. 

Q.—And also Mr. Hose? Are 
Hose is a shareholder. 

Q.—Are all the other persons there 
that are directors all qualified direc- 
tors? A.—Yes. 

Q.—Qualified by stock-holding? A. 
aN G8, 

Q.—In their own right? A.—Yes. 

Q.—The stock that stands in the 
name of yourself and Mr. Warren is 
individually held to the extent of 50 
shares ? A.—Yes, I hold about 200 
shares since bought. 

Q.—I would lke to go over shortly 
the different transactions that arose 
with you after amalgamation relating 
to Mr. Pattison, not so much for the 
the purpose of exhausting that, but so 
that I can get track of all the ques- 
tions that arose between you after 
amalgamation: you have told us of 
the Grand Valley Bonds, what other 
transactions came up for discussion to 
be put right after the amalgamation? 
A.—I discussed with Mr. Pattison the 
value of the Electric Light Plant at 
Colborne. 

Q.—In what state did you find that 
transaction on the books of the Home 
Life? A.—I found that the Home 
Life had advanced in the payment of 
accounts which had been contracted 
by the Ontario Light, Heat & Power 
Company. and that the company was 
advancing money in payment of ex- 
penses for the maintenance of this 
plant that perhaps were irregular and 
were an expense to the company in- 
stead of being a profit, and I took up- 
on myself to see about the disposition 
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of the vlant and get rid of it, and I 
had a chat with Mr. Pattison with re- 
gard to it, and he thought it was of 
greater value than I placed upon it, 
but I acted upon my own judgment 
in the matter and I sold it after ad- 
vertising it for sale for $3,000. The 
money was paid over to the Home 
Life and a mortgage was taken upon 
the plant for $2,500, $500 repayable 
in December with 6 per cent. The 
money was applied to paying the 
overdraft on the books, and the bal- 
ee feu to profit and loss. 

.—Ihe amount going to pr 
loss in respect. of that Se and 
proximately what? A.—About $1.- 
000, and we wiped out the whole plant 
taking the mortgage for the $3,000. 

Q.—Was not $11,350.70 written off 
the profit and loss? A.—That was 
written off as the value of the plant. 
At the annual meeting the plant was 
written right off, and we restored a 
certain amount for liquidating the 
open account in our books, an i 
the plant with $1,000.’ ie ee 

Q.—So that you wrote it all off 
treating it as being invaluable at the 
time, and you were able to save the 
$1,000 on the transaction when you 
ultimately closed it out? A.—Yes. 
_Q.—Was there any personal rela- 
tionship with Mr. Pattison in that 
trausageeD that you learned of? A. 
—No. 


Q.—That was a transaction in so far 
as you discovered commenced by a 
usual and proper investment for an 
insurance company to make? A.—I 
think it commenced originally by a 
mortgage. 

Q.—But turning out to be a bad in- 
vestment? A.—Yes. 

Q.—So that there is no criticism to 
offer in that direction? A.—No. 

Q.—Then what other transaction 
came up with Mr. Pattison? A.— 
In what way? 

_Q.—Any way, in the broadest pos- 
sible way—I want to get all the in- 
formation you obtained after the amal- 
camation? A.—If you would intimate 
to me what you— 


Q.—I would rather not, I would 
rather you would do the intimating? 
A.—I would be glad to supply you the 
information if I can. 

Q.—What other transactions were 
there that fell to be discussed and 
possibly made right? A.—We had 
an understanding with Mr. Pattison 
that the books of the both companies 
would stand absolutely as the 31st 
August, 1905, that there would be no 
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transactions of liability for either com- 
pany other than the ordinary expenses 
of the management of the company 
to keep them correctly and going 
ahead, so that there would be no dif- 
ference to the companies other than 
the published statements in the On- 
tario and Dominion Government re- 
ports. Well, I took up the books 
after I was in possession of the com- 
pany and I saw that there was a pay- 
ment to Mr. Pattison of $1.100. 

Q.—When made? A.—I think Oc- 
tober of 1905. 

Q.—In respect of what? A.—In 
respect of salaries due him in 1892 
or 1893 and I looked up Mr. Patti- 
son’s agreement with the company 
and I found that while the directors 
of the Home Life had voted Mr. 
Pattison $1,100 for services rendered 
in 1892 that Mr. Pattison had com- 
muted by agreement with the Home 
Life all that was coming to him for 
any services rendered in any capa- 
city. 

Q.—yYou are referring now to the 
agreement of 12th November, 1898, 
as being the commutation agreement? 
A.—Yes. 

Q.—That agreement which you gave 
him the consideration for releasing 
when the amalgamation went through, 
on referring to that document you 
found that no possible claim could be 
made by Mr. Pattison for services 
prior to 1898? A.—Yes. 


Q.—That expresses the view you took 
of it? A.—Yes, and I mentioned the 
matter to Mr. Pattison, and he seemed 
to be under a misapprehension as to 
the conditions of that contract, and 
he said to me if he had obtained the 
money through any oversight he would 
return the money to the company. 

Q.—Why do you put in the ex- 
pression that he seemed to be under 
a misapprehension about it; what did 
he say that would lead you to make 
that statement? A.—He said he 
thought he was entitled to the money. 

Q.—He thought he was entitled to 
that vote? A.—yYes. I showed him 
by the agreements that was already 
commuted, and that is the misappre- 
hension of the fact. 

Q.—He did not understand his 
agreement properly? A.—Probably 
overlooked it—had forgotten it. 

Q.—Did he tell you why that money 
was voted to him? A.—There was 
another vote of $2,100 subsequently 
made in October. 1905, and a_ pav- 
ment that had been made to Mr. Patti- 
son which had been released to the 
company under the agreement. I call- 
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ed Mr. Pattison’s attention to that 
and Mr. Pattison told me candidly 
and frankly that the payment had 
been made to him with a view to 
cover the loss that the directors had 
made by buying Schloss and that the 
money had been voted to him and 
had been applied to the payment of 
the loss that the company had made 
on Schloss, whch amounted to $1.35 
I called the attention of the directors 
to the matter, and each of the direct- 
ors sent in his cheque for the amount, 
the company was recouped by the di- 
rectors for the loss on the Schloss. 


Q.—Tell me what directors sent in 
cheques and for what amount? A.— 
Each of the directors. 


Q.—Each of what ones, because 
some were not taking a very active 
part? A.—Each of the ones that 
were notified sent in their cheque, and 
the amount was restored with 6 per 
cent. interest to the company. We 
will get the names, you can tell by 
that who they are. Mr. Briggs, 
$165; Mr. Pattison, $165. Mr. Curry, 
$165; Mr. Firstbrook, $165; Mr. 
Boddy $147.23; Mr. King, $147.23; 
Mr. Diver, $147.23; Mr. Wood, $147.- 
23. Why they differ in amounts is 
one of the directors sent in his cheque 
and said he did not want to be treat- 
ed any differently from. any o- 
the others, that he was equally re- 
svonsible, and that Jessened the amount 
from the $165 to the $147, and that 
amount was returned to the other 
directors as being in excess of the 
amount fequired to cover the loss 
to the company. 

Q.—Which _ director 
the payment?  A.—Mr. 
Portage La Prairie. 


volunteered 
Boddy of 


Q.—When his payment was receiv- 
ed I {notice that is the time you 
changed from $165 to $147.23? A. 
—Yes, they were returned the money 
that was paid in excess of the amount. 


Q.—In that way the losses that had 
been sustained on Schloss were re- 
stored to the company? A.—Yes. 


Q.—Can you tell when that Schloss 
was bought? A.—Yes. 


Q.—What was the date of the pur- 
chase? A.—20th February, 1903, 100 
shares of Schloss stock was purchased 
at 714, making a total investment of 
$7, 125. On June 29th, 1904, the 
Home Life received the sum of $7,- 
125, which was raised by a_ note 
made by the directors, discounted at 
the Dominion Bank. 
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Q.—That jwas the way it was paid 
for at the time; probably Mr. Patti- 
son will be able to tell us about that. 
That will be a statement that is pre- 
pared for you? A.—Yes. 

Q. —I was wanting to know whether 
the Schloss was the property of the 
Home Life at the end of the year 
1903 aN es! 

Q.—Was it shown at the end of the 
year 1903 in the annual statement? A. 
—No, it was sold on the 38lst Decem- 
ber, 1903, I am informed and re-bought 
on the first January, 1904. 

Q.—No profit or loss on the transac- 
tion? A.—No, 

Q.—Can you .show me the entry 
where that was carried in and out at 
the end of the year? A.—(Produces 
account). 

Q.—There are two accounts which 
are shown, the first one refers to the 
purchase of 100 shares of Schloss at the 
par value of $10,000; the first entry 
is 1903, June 5th, ‘‘To general ledger 
$7,125.’’ And then on December 31st, 
“By cash $7,125.’ That balanced the 
account, Then the next page the ac- 
count is re-opened, 1904, January 2nd, 
‘To cash $7,125.’’ And on June 29th, 
“To cash $7,125,’ which closed the 
transaction out. Other than that we 
will be able to get the history of it 
from Mr. Pattison. That discloses 
the transaction you discussed with 
Mr. Pattison? A.—Yes: 


Q.—The two votes that you spoke 
of for $2,100 and $1,100 make up 
more than the loss on the Schloss, did 
that indicate any other transaction 
Mr. Pattison had to make right? A. 
—There had been another vote made 
to Mr. Pattison. I called his atten- 
tion to that. I am trying to recall to 
memory the transaction but I cannot 
just do it. The matter was in dispute 
between Mr. Pattison and myself, and 
I contended the amount was due the 
company, and Mr. Pattison felt that 
the amount was not due to the com- 
pany. We conferred with his solici- 
tor and himself and I agreed to refer 
the matter to an actuary named Mr. 
Edwards who was recommended by Mr. 
Osler as being competent. 

Q.—Mr. Osler being—? A.—Solici- 
tor for Mr. Pattison, and I was satis- 
fied to accept Mr. Edward’s report. 

Q.—Or arbitration, as you might 
call it? A.—Arbitration, whoever 


was wrong in the matter to pay the 


arbitrator. 

Q.—Did you pay? A.—No, we paid 
proportionately ; we were incorrect to 
a certain extent. Our books were 
placed open to Mr. Edwards and the 
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books of the Homestead Loan Com- 
pany were placed open at his command 
as well, and he reported that the 
amount due us was—we got, taking 
the Schloss and the both we received 
about $1,400. 

Q.—You received about $1,400 in 
regard to that dispute? A.—Yes, the 
difference between $1,325 and $3, 000, 
$1,700 in respect to that item. 

Q.—Is that the transaction that 
arose out of some Home Life stock 
that was held by the Homestead Com- 
pany? A.—Yes, I cannot explain that. 
It arose in connection with a loan 
made by the directors when obtaining 
the Dominion charter. There was an 
accumulation of interest; the Home- 
stead advanced part of the money and 
the Dominion Bank advanced part of 
the money, and as the stock of the 
company was sold it was retired. I 
cannot explain the details of that but 
it was a disputed point as to the in- 
terest, and the report was we received 
$1,700 and somebody paid. it, I sup- 
pose it was Mr. Pattison. 

Q.—Was there any other transac- 
tion with Mr. Pattison since the amal- 
gamation? A.—No, I do not think 
SO. 0 
Q.—Has not Mr. Kirby one other in 
mind? .A.—It was:a small question 
about his own policy. . 

Q.—As a policyholder in the com- 
pany? Alves, 

Q.—That exhausts all the questions 
that have been raised since the amal- 
gamation? A.—dAs far as I can recol- 
lect just now, I do not know of any 
other, and I think it is as an actual 
fact all. 

Q.—We may have to ask again about 
some of these after Mr. ‘Pattison’s 
evidence? A.—I want to say this for 
Mr. Pattison that every time I called 
his attention to anything he set to 
work to make it right. 

Q.—You would see he did? A.—I 
would be expected to. 

Q.—A little opposition would only 
make it all the more reason to do it 
speedily? A.—I would not want to 
say that: 

Q.—It would not be much use for 
him to take any other position? A.— 
He did not desire to take any other 
pcsition. . 

Q.—Apparently? A.—No. 

Q.—There was one question I should 
have asked you, and that is as to the 
payment of interest by the People’s 
Life on its debentures and debenture 
stock, to what extent was interest 
kept ‘up? | A.—It was paid up to last 
January, 1906. 


INSURANCE. 2083 


SESSIONAL PAPER No. 66 


63rd day, September 7, 1906. 


Q.—No default was made prior to—? 
A.—To closing up the company. 

Q.—To the time the transaction 
was closed out? A.—Yes. 

Q.—Mr. Pattison’s contract you 
will remember contains this recital: 
‘‘And whereas the said party of the 
second part has not received or been 
paid the amount of the remuneration 
agreed upon for his services as such 
General Manager or Managing Direc- 
tor’’—do you know what that means? 

.—No. 

Q.—Have you examined at all the 
books to ascertain to what extent he 
was not paid his salary as this re- 
cites? A.—I have not examined the 
books as to that, but I understand from 
some of the original directors that Mr. 
Pattison did give a great deal of time 
to the company for which he felt he 
had never been properly remunerated 
therefor. 

Q.—I am asking you now as to any 


debt due by the company for salary 


which was waived at the time this 
agreement was entered into—do you 
know of any? A.—WNo. 

Q.—If there was any feeling on his 
part that he had not been paid there 
is no evidence of any obligation of the 
company to pay more than whatever 
he got? A.—No, he commuted that 
in the agreement. 

MR. TILLEY: Subject to obtaining 
from Mr. Stratton the further infor- 
mation about the People’s Life, and 
so on, that is all I have to ask just at 
present. ns 

MR. KENT: I am under the im- 
pression the Grand Valley gave the 
same amount of common. stock as 
bonds; I have been unable to figure 
out just what proportion of common 
stock was given, if the proper amount 
was given to the Home Life? A.—As 
I understand the transaction, some of 
the bonds were-bought at 85 and some 
at 86, and that we received up to 
the time I took charge of the matter, 
we had practically 50 per cent. of 
the stock. The five shares that were 
not among the papers of the company 
I am satisfied was a mere oversight. 
Then the other 150 shares that we had 
handed over to us since then I can- 
not make any particular explanation 
therefor further than Mr. Firstbrook, 
who was President of the Home Life, 
had standing in his name certain 
stock in the Grand Valley railway, 
and we received out of that stock 150 
shares. 

Q.—Can you say who can give us 
the information? A.—Mr. Pattison. 

Q.—Did any shareholder who was 
not a director either of the Home Life 
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or of the People’s Life make any com- 
plaint to you as to the way in which 
this amalgamation or whatever is the 
term you apply to the union of the 
two companies, as to the conditions 
under which it was made? A.—No, 
we have had no complaint whatever 
from any source. On the other hand, 
we have been congratulated, and peo- 
ple are satisfied. The business of the 
Home Life igs increasing, the renew- 
als are being promptly made, the pay- 
ments are being well made, and the 
interests on all loans are being pro- 
perly kept up; we have no loans in 
the Home Life to-day that are not 
absolutely in accordance with the Do- 
minion Act, and we make no loans. 

~ Q.—That is, you want the Commis- 
sioners to understand that there would 
be no reason for anybody kicking, and 
there was none? A.—Exactly. 

APPLETON J. PATTISON, sworn. 
Examined by 

MR. TILLEY: Q.—You were the 
manager of the Home Life for some 
years? A.—Yes. 

Q.—Were you connected with the 
company from the date of its incor- 
poration in one capacity or another? 
A.—Yes. 

Q.—Who was the organizer or pro- 
moter of the company? A.—A gentle- 
man named C. F. Bunbury. 

Q.—Were you associated with him 
in that work? A.—No, he failed, and 
his friends came to me and asked me 
to help them to organize. 

Q.—Prior to that had you been in 
the insurance business? A.—Not in 
ordinary life insurance. 

Q.—What insurance business had 
you been in? A.—I had been Secre- 
tary of a Fraternal Association for 
some years. 

Q.—What fraternal Association? A. 
—The Order of Canadian Home 
Circles. 

Q.—You had occupied the position 
of Secretary for some years prior to 
that? A.—A few years. 

Q.—Did you give up that position 
before the Home Life was organized? 
A.—No, afterwards. 

Q.—You continued in that position 
until you were in shape to take the 
position of Secretary in the Home 
Life? A.—No. I desired to be re- 
lieved from the Home Life, but my 
friends insisted on my staying with 
them. 

Q.—Being relieved of the Home 
Life? A.—Yes, I had no desire to 
take the management of the sompany. 
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Q.—Did you take the management 
at first? A.—No, a gentleman named 
J. J. Howarth was Manager. 

Q.—And you were Secretary, were 
you? A.—No, I had no connection 
with it at that time except being 
interested with my friends in its suc- 
cess. 

Q.—That is to say when it was first 
incorporated and started to do busi- 
ness you were not connected with it 
in any offcial capacity? A.—I am 
not sure whether I was a director or 
not; it is thirteen or fourteen years 
ago, but I was not associated with it 
either as Manager or official—-— 

Q.—That is you were not devoting 
your time to it? A.—Not at all. 

Q.—What stage had the promotion 
of the company reached when you 
took hold of it? A.—When I became 
Manager of it I think it was after the 
first annual meeting. 

Q.—After the meeting of what year? 
A.—1893 or 1894. 

Q.—You must have been before 
that, must you not, because the sal- 
ary was for 1892? A.—I am not sure; 
you are asking me too far back. 

JUDGE MacTAVISH: It is_ re- 
corded that they commenced business 
12h May, 1892? A.—It may have 
been then the election took place in 
the latter part or during that year, I 
could not speak positively. 

Q.—It commenced business as an 
assessment company? A.—Yes. 

Q.—And continued as an assessment 
company until what year? A.—The 
close of 1899. 

Q.—Commencing the year 1900 asa 
straight life company? A.—Yes, the 
leense was granted on the 18th Janu- 
ary, 1900, I think. 

Q.—Did you commence to receive 
salary from the time you were asso- 
ciated with the company? A.—I think 
I was paid small sums of money, I 
know there were two or three years 
in which I was paid nothing at all. 

Q.—Can you say what ‘years those 
were? A.—I could not say that. 

Q.—I suppose from the books you 
would have to get that information? 
A.—Yes; other years I got $300 or 
$350, I cannot recall that now. 

Q.—For the ‘year’s work? A.— 
Yes. 

Q.—I do not know that it would be 
unfair to ask you what remuneration 
you were receiving in the other com- 
pany that you were in before the 
Home Life? A.—I do not know that 
I could tell you that from memory. 

Q.—Can you say approximately 
how much? A.—No, I do not think 
I could tell you. 
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Q.—I suppose that is information 
you can obtain, but it is not infor- 
mation you carry around with you? 
A.—Not 14 years back. 

Q.—Was it more or less than §$1,- 
000? <A.—I think it would be more 
than $1,000. 

Q.—Are you sure it was more than 
$1,000? A.—If I could swear to the 
sum I would not have answered you 
as I have; I do not know; I cannot 
speak back 14 years; I could find out 
for you in a few minutes. 

Q.—We will get the information 
later. You would be able to tell 
from the books of the Home Life just 
what your salary was each year from 
that year down to the time you left 
the company in 1905? A.—Yes. 

Q.—How many written agreements 
did you have with the company? A. 
—I am not sure whether there were 
three or four, I think there were 
three or four. 

Q.—We have here an agreement of 
14th September, 1893, between the 
Home Life Association of Canada of 
the first part and Appleton J. Patti- 
son, of the City of Toronto, of the 
second part, would that be the first 
agreement, do you think, that was 
reduced to writing? A.—I would 
think so. 

Q.—I will read that agreement 
which is part of exhibit 426—that 
you say was the first written agree- 
ment? A.—To the best of my recol- 
lection. 

Q.+The inference from this docu- 
ment would be you had an agreement 
for a year before this document was 
entered into? A.—I think the elec- 
tion of officers would be by the year. 

Q.—Probably your position went 
with your occupation of the office of 
director? A.—Yes. 

Q.—So long as you occupied the 
position you would be a director and 
therefore you regarded it as for a 
year? A.—Yes. 

Q.—One would also infer from the 
document you were then devoting a 
considerable portion of your time to 
some other business, is that right? 
A.—Yes, I think I was then Manager 
of the Loan Company. 

Q.—Of what loan company? A.— 
The Canadian Homestead Loan Com- 
pany. 

Q.—Was it organized at the same 
time as the Home Life? A.—Organ- 
ized in 1886. 

Q.—Were the same parties connect- 
ed with the Homestead Company at 
that time? A.—As were connected 
with it in 1886? 
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Q.—No, as were connected with the 
Home Life? A.—No, not altogether; 
there were some associated with both 
institutions, 

Q.—That is to say there were some 
persons common to both Boards of 
Directors? A.—Yes. 

Q.—They were subject to a great 
extent to the same management, 
would that be a fair way to put it? 
A.—I do not think so at all. 

Q.—What position did you occupy 
in the Homestead Company? A.—I 
was Manager. 

Q.—And what position did you oc- 
cupy in the Insurance Company? A. 
—Manager. 

Q.—So that the manager was com- 
mon to both companies at any rate? 
A.—Yes. 

Q.—Was the President of the Home 
Life the President of the Homestead 
Company at that time? A.—No. 

Q.—The other officers were differ- 
entP A.—Yes. 

Q.—What salary were you then re- 
ceiving from the Homestead Com- 
pany A.—I could not answer that, 
I should have to refer to the books. 

Q.—Did you continue to be man: 
ager of the Homestead Company from 
the time you assumed the duties 
down to the time of the amalgama- 
tion of the insurance company with 
the People’s? A.—I was Manager 
of the Canadian Homestead Company 
from its inception down to the time 
of its amalgamation last year with 
another company. - 

Q.—That is the Homestead Com- 
pany was amalgamated with the 
Standard, was itP A.—Yes. 

- 'Q.—In what part of 1905? A.—I 

think it was 1906. 

Q.—It was after the amalgamation 


of the People’s and the Home? A.— 


Yes. 

Q.—So that you were Manager of 
that company from its initiation 
down to the time of its demise in so 
far as it passed out of existence when 
it went into the Standard? A.— 
Yes, practically so, I was not Man- 
ager for the last three or four months 
before the amalgamation. 

Q.—I suppose while the amalgama- 
tion was in process of being arranged 
to be carried through you ceased to 
be Manager of it then? A.—Yes. 

Q.—What was the nature of your 
arrangement with the Homestead dur- 
ing those years, was it on a salary 
basis or a commission basis? A.—It 
was originally founded on a commis- 
sion basis, they desired me to enter 
into a contract with them for a term 
of years—I think the term was ten 
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years—and it was based upon a com- 
mission. 

Q.—A commission of what? A.— 
On the business done; I do not re- 
member just how now but the re- 
muneration was very small at the be- 
ginning—I had other means—and _ it 
increased with the increase of the 
business. 

Q.—Was that a ten year contract? 
A.—I believe it was ten years, yes. 

Q.—When did it expire? A.—I 
would. think about 1896 or 1897. 

Q.—And I suppose you would give 
a statement showing the payments 
made under that contract to you? A. 
—I presume I can get them. 

Q.—Then in 1896 what change was 
made in regard to the Homestead 
Company? A.—In my contract? 

Q.—Yes? A.—None whatever. 

Q.—It continued, did it, the same 
contract? A.—The compensation con- 
tinued, no new contract was deemed 
necessary by them or by me. 

Q.—So that the payment continued 
on the basis of the old contract down 
to the time when you gave up your 
position? A.—I never drew from the 
company as much as I was entitled 
to do under my contract. 

Q.—How much did you draw? A.— 
I have told you I cannot answer that. 

Q.—Take 1905, what did you draw? 
A.—I think between seven and eight 
hundred dollars, out of which the 
cashier was paid. 

Q.—And you drew in the year 1905? 
A.—Yes, between seven and eight 
hundred dollars. 

Q.—1904P A.—About the same 
amount. 

Q.—And 1903? A.—I cannot speak 
about that; I know that for several 
years the allowance, which included 
the cashier’s payment, was under a 
thousand dollars. 

Q.—For your services in the Home- 
stead Company? A.—Yes, for my ser- 
vices and the services of the cashier 

Q.—Who was the cashier? A.—A 
lady cashier, Miss Graizer. 

Q.—What was the amount that you 
could have drawn in those years under 
your contract? A.—If you would al- 
low me to get the contract I would give 
you the exact information. 

Q.—It is no use making mistakes to 
correct them afterwards; in 1897 you 
made your second contract with the 
Home Life, didn’t you? A.—The 
Home Life made a second contract 
with me, yes. 

Q.—Apparently on 26th March, 
1892, you became interested in the 
Home Life, so the minutes would show 
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—did Mr. Firstbrook become associa- 
ted with the Home Life at the same 
time you did? A.—I do not recall the 
exact date of my own association and 
I cannot recall his. 

Q.—I was asking whether you went 
in together? A.—I think we did. 

Q.—On March 26th, 1892, Mr. 
Firstbrook seems to have been elected 
a director and the vice-president of 
the company, is that right, was he 
appointed the vice-president about the 
time he went in? A.—I think so. 

Q.—May 17th, 1892, you apparent- 
ly were elected a director and general 
manager, and there is a_ resolution 
at page 37 of the minutes that no sal- 
ary should be attached to the office 
of general manager during the year 
1892; does that agree with your re- 
collection, now I mention it? A.— 
No recollection at all. 

Q.—There seems to be a minute 1n 
June, 1893, which would precede this 
document that was signed whereby it 
was proposed that you should get 
$150 per annum for the $100,000, and 
up to two million dollars of insurance, 
and $50 per year for two million dol- 
lars up to four million dollars—that 
would be for each $100,000 I should 
think from two millions to four mil- 
lions; no salary, till six hundred 
thousand dollars was reached; and on 
June 23rd Pattison agreement adop- 
ted; so that apparently to that ex- 
tent there was some arrangement be- 
fore this agreement that we read? A 
—I recall something of that kind in 
connection with the president, Mr. 
Ireland, but not in connection with 
myself. 

Q.—The note I have it was with 
you, but you will be able to tell that 
when you look into the contract. The 
second agreement is made Ist May, 
1897: ‘‘Whereas the party of the sec- 
ond part was duly appointed general, 
etc. (Reads to the word “‘lapse’’). Do 
you remember why this second agree- 
ment was entered into before the first 
one was expired? A.—No, I cannot 
answer that now, unless the agreement 
shows it. hog 

Q.—There is nothing here that indi- 
-cates it? A.—Do not the minutes 
show P 

Q.—There is nothing in the minutes 
that I remember of that gives the 
reason for it. ‘‘Whereas the said party 
of the second part has not accepted 
or drawn all of his said salary, etc. 
(Reads to the words ‘‘set out’’). Tak- 
ing the second paragraph what is the 
point of the reference to your not 
having accepted or drawn all of the 
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salary; does that mean you had not 
drawn all the commission you were 
entitled to during the time or that 
the agreement was not expired? A.— 
The meaning of that would be that 
I had not drawn from the company 
the amount of money that was actually 
coming to me up to that date on the 
contract they had made with me. 


Q.—And I suppose the books would 
show what that would amount to? A. 
—I think so. ; 


Q.—‘‘Therefore this indenture wit- 
nesseth, etc. (Reads to the words ‘‘de- 
fining hig duties’’). The previous 
agreement was 93 up to two millions; 
and this agreement is 93 up to two 
millions. The former agreement was 
34 on all assessments from two millions 
up to four millions, and this agree- 
ment is 34 on all assessments exteed- 
ing two millions, that is to say the 
limit under the old agreement of four 
millions seems to be abolished under 
this second agreement, but a new limit 
is put in the shape of a maximum 
salary of five thousand dollars a year; 
T suppose the amount of insurance that 
was specified as the amount necessary 
to start your salary running had been 
passed sometime before 1897; you re- 
member it said there should be nothing 
until the insurance on the _ books 
amounted to at least six hundred thou- 
sand dollars? A.—I could not give 
you the amount of insurance in force 
at that date. 


Q.—From the government state- 
ments filed the insurance in force seems 
to have been at the end of 1892 $197,- 
000; at the end of 1893 $523.000: at the 
end of 1894 $873,500; so that during 
the year 1894 the $600,000 mark was 
passed? A.—Yes. 

Q.—At the end of 1895 $1,229,000; 
at the end of 1896 $1,319,250; at the 
end of 1897 $1,397,250; at the end of 
1898 $1,384,880; at the end of 1899 
$1,559,630; at the end of 1900 $2,324,- 
100? A.—That is level premium now. 

Q.—1901) $2°491 197" 1902 “$3967 = 
107; 1903 $3,543,600; 1904 $3,949,058 ; 
1905 $6,161,017; but of course that 
was after you had ceased to be con- 
nected with the company and after 
the People’s had been added to the 
Home Life business. 


Q.—Then in 1897 the company 
seems to have been willing to enter 
into an agreement with you for a 
period of five years with a maximum 
salary of $5,000 a year; that is prac- 
tically what the agreement means, is 
it NOt r, = AL——=" Ga: 
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Q.—That agreement remained in 
force until 1898 when it was super- 
seded by an agreement dated the 12th 
day of November, 1898; that is to 
say the agreement was in force about 
a year and a half; is that right? A. 
—Yes. 


Q.—Then will you tell the Commis- 
sion what led up to the rescinding of 
the agreement of 1897 and the enter- 
ing into the agreement of 1898? A. 
—As far as I can speak from memory 
now, the change which was brought 
about in 1900 was the principal reason 
for the termination of that contract 
before it had expired, and the mak- 
ing of a new one, 

Q.—That is the change that was 
made from the assessment business to 
the straight line business? A.—Yes, 
as far as I can remember. 


Q.—That change was brought about 
in 1900? A.—Well, it was consum- 
mated in 1900. It was of course not 
done then. 

Q.—It was not done in a moment? 
A.—No. 

Q.—Do you say that it was being 
planned as early as 1898? A.—I 
think it was considered earlier than 
that, and it was certainly being plan- 
ned in 1899, and I should think in 
1898. 

Q.—I show that the amending Act 
of the Home Life was assented to on 
the 10th July, 1899, so that this agree- 
ment being in November, 1898, as you 
say, the matter of making a change 
must have been then present to the 
minds of the persons in control of 
the Home Life, must have been in 
the shape of being planned then at 
any rate? A,—Yes, I should think 
the work was done as early as that, 
perhaps earlier. 

Q.—What difference did it make 
that this change was going to take 
place? A.—In’my contract? 

Q.—Yes. Why did the fact that 
the company expected to change from 
the assessment business to the straight 
life business necessitate any change 
in your contract? A.—Well, I may 
say that I never sought a contract 
from the Home Life or from anyone 
else. Any contract that were in ex- 
istence either with that company or 
others were sought by the company, 
and not by me. This contract pro- 
viding for 10 per cent. commission 
would I think be impracticable from 
the standpoint of a level premium 
company. I cannot conceive of it— 

Q.—That is to give you a commis- 
sion of 9 3-8, and then an additional 
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3% per cent., would be impracticable? 
A.—Too large an amount to charge 
against the company. 


Q.—But there was a very reason- 
able limit on it, $5,000 a year? A. 
—The limit would not be reached for 
some time. That is to say the com- 
pany would have been paying very 
much more under that contract at the 
time of the change than they did pay. 


Q.—That limit was sufficient for the 
protection of the company if it did 
not want to pay over $5,000 a year, 
was it not? A.—TI do not think so. 


Q.—And if it was willing to pay 
$5,000 a year— A.—I do not think 
the company were in a position to 
pay $5,000 a year at that time. 


Q.—Then will we put it this way, 
that when the discussion of a new 
agreement was taken up the idea was 
that $5,000 was too much to pay? A. 
—TI do not think so. I do not think 
it was too much to pay, but it was 
too much to pay then. 


Q.—It was not too much to pay for 
the services then being rendered, but 
the payment should be deferred till a 
later date; is that the idea? A.— 
That was the object of that contract, 
that the amount should be distribut- 
ed over a certain number of years, 
and made less at the beginning. 

Q.—Whose suggestion was this con- 
tract—yoursP A.—No, I think it 
was a conference of the Board of Di- 
rectors and myself. 

_ Q.—Who would he the prime mover 
a that? A.—I could not say whether 
the— 


Q.—Who was the President of the 
company? A.—-The Hon. Mr. Har- 
court. 

Q.—Did he suggest it? A.—I could 
not say whe made the_ suggestion, 
whether I made it myself or whether 


it was made by members of the 
Board, 


Q.—Had Mr. Harcourt any con- 
tract with the company at that time? 
A.—No, he never had a contract. 

Q.—Had Mr. Firstbrook a contract 
at that time? A.—No. 

Q.—He had no contract? A.—No. 

Q.—Was the suggestion Mr. First- 
brook sh) tA domnot* think? so. 0-1 
could not say positively who suggested 
that contract seven years ago. I 
think it would be likelv that I would 
call the attention of the Board to the 
fact that the existing contract was not 
a suitable one under the conditions 
which were to be put into force in 
the company. 
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Q.—Would you just explain any- 
thing that would make that an im- 
proper or. an improvident arrange- 
ment either for you or the company, 
other than the reasons that you have 
already given? A.—I think the rea- 
sons I have given cover that. 

Spunk covers the whole of it? A. 
—Yes. 

Q.—You thought $5,000 was too 
much for the company to pay at that 
time? A.—I thought the percentage 
that they were giving me on the then 
premium income would involve the 
company in paying a larger salary 
than they ought to pay. 

Q.—At that time? 
time. 

Q.—How much would the percent- 
age on the premium income at that 
time involve the company in paying? 
A.—You can tell from the records 
there, the premium income. 

Q.—There is the premium income 
for 1898, those are the different years. 
Just tell us in dollars and cents what 
you thought it might mean to the 
company to let the contract stand? 
A.—This one of 1898 involved practi- 
cally $2,640. 

Q.—The 1898 contract would involve 
$2640? A.—Yes, in round figures. It 
is a little less than that. 

Q.—Did you think that was too 
much? A.—Not too much, but more 
than the company ought to pay as 
a young company starting in business. 

Q.—What would it involve in the 
year 1897 when the contract was 
made? A.—I am not sure whether 
these were the figures. This would 
be about $2,500. 

Q.—Here it is? A.—About $2,200. 

Q.—It would be ten per cent. on the 
‘two million; that would be $2,000, and 
then about $60 more? A.—It was not 
on the millions, it was on the money 
actually paid in on the inillions of 
insurance, I think. 

MR. McLAUGHLIN: There were 
no regular premiums paid; it was just 
assessments for death claims. 

WITNESS: No, it was a regular 
premium. 

MR. TILLEY: Here it is; 93-8 
per cent. on the first two millions. 
What does that amount to? A.—In- 
surance in force, $1,397,000. This is 
the premium income on the millions. 
It is not based on the millions. It 
is based on the money. 

Q.—That would be about $2,200 in 
1897? A.—Yes. 

Q.—And then in 1898 it would be 
about $2,300? A.—Yes, or $2,400. 

Q.—Do you say that you regarded 
that as too much for the company to 
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pay at that time in each of those 
years? A.—I thought it was more 
than they were in a position to pay, 
while it was not more than the ser- 
vices that they were getting were 
worth. 

Q.—Why did you make that ar- 
rangement in 1897 to run for five 
years? A.—It had been a continua- 
tion of services from 1892 up to that 
time, with less remuneration than 
would be paid an ordinary clerk, and 
it was hoped that the progress of the 
company would finally warrant the 
payment of a fair remuneration, and 
that is the reason for the contract. 

Q.—I cannot understand why the 
agreement was entered into in 1897 
on that basis, and you discovered 
within a year almost that it was too 
high a basis? A.—I think that the 
change was not due to the discovery 
that it was too high a basis on the 
business that they were then doing, 
but it was in lieu of the contemplated 
change in their business largely. 

Q.—In taking it from the assess- 
ment business to the level premium? 
A.—yYes. 


(The Commission then adjourned to 
Tuesday, 11th September, at 11 a.m.) 


SIXTY-FOURTH DAY. 
Toronto, Tuesday, Sept. llth, 1906. 


HOME LIFE ASSOCIATION, Con- 
tinued. 


Examination of APPLETON J. 
PATTISON continued by 


MR. TILLEY: Q.—We were speak- 
ing about your commissions under the 
previous contracts before the adjourn- 
ment. Have you looked into that 
matter since? A.—I have not looked 
into it. I have tried to recall the 
conditions. 

Q.—I am told that on an investiga- 
tion of your books they show that 
commissions earned by you were cred- 
ited to your account avery month 
during the time that you have been 
Manager; is that right? A.—I do 
not think that could ba correct. 

Q.—How has it been done? A.— 
Speaking of the whole term I am 
satisfied that I was not credited with 
what I earned for the 18 or 14 years. 
I would have to take the books to 
swear as to that. 

Q.—That is what I asked you to 
look into on Friday—to be prepared 
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for that? A.—I did not understand 
that. I had no access to the books. 

Q.—Any person has acccess to any 
book. If you want to see any book 
we will get it for you. You cannot 
say now, then, to what extent all 
your commissions were credited, or 
any commissions were not received by 
you that you are entitled to under 
the agreement? A.—TI cannot. 


Q.—Do you attach any importance 
at all to the language of the agree- 
ment where they say that you have 
not been paid all the remuneration 
due you? A.—I believe it is a state- 
ment of fact. It is not my state- 
ment. 


Q.—That is to say that some com- 
missions that were payable to you 
under your contract were not paid? 
A.—Some salary or commission. 

Q. Now we will give you facility 
to every book of the Home Life, and 
we would like to know what that 
amounts to? A.—Yes, I will have to 
look into that. 


Q.—Then when you signed the last 
contract, you, Suppose, formed 
some opinion as to what that contract 
would be worth to you? A.—I do not 
think that I could have estimated 
the value of the contract at that 
time. I knew that it was in substi- 
tution of a contract which was then 
paying me considerably more money 
than the new contract would pay. 


Q.—The contract of 1898? A.— 
The former one, the last one was 1898 
was it not? 


Q.—Yes, the last one was 1898? 
A.—Well, the contract preceding that 
would have given me a larger salary 
by a very considerable sum than was 
payable under the new contract. 


Q.—The contract of 1897 is the one 
you refer to as the better contract 
of the two? A.—It was yes. 

Q.—Under it you were to receive 
93/8ths per cent. on all premiums or 
assessments up to and including two 
million dollars of insurance and 33 
per cent. on all assessments and pre- 
Miums of insurance exceeding two 
million dollars, but $5,000 was the 
limit. Now, do you say that you re- 
garded the second contract, which 
was not limited by the $5,000 per 
annum, as being a less favorable con- 
tract to you than the one of 1897? 
A.—I said that it was at that time, 
sir. 

Q.—It was at that time? A.—Yes. 


Q.—And how long did you expect 
it would remain less favorable for you? 


Home Life. (A. J. Pattison, Ex’d.) 
A.—Until the new contract would 
reach a salary of $5,000 a year. 

Q.—When did you expect the new 
contract would reach a salary of $5,- 
000 a year? A.—I do not know that 
I could answer that. 

Q.—You could not have been indif- 
ferent to these questions when you 
were considering them? A.—Well, it 
would appear that I must have been 
when I gave up a contract that gave 
me $2,600 a year for one at $1,200. 

Q.—That was for a few years. 
That would be the result. I want to 
know for how many years did you 
expect that that would be so? A.— 
I do not know that I had any anti- 
cipation of that. 

Q.—Shall we say you did not think 
of that at all? A.—WNo, sir. 

Q.—What conclusion did you come 
to as the result of the consideration 
you gave it. What was your idea on 
the subject? A.—I think I explained 
to you on Friday that I considered 
that under the new arrangement, the 
company becoming a level premium 
company, that this charge was a larg- 
er charge than the company ought to 
pay, that the new contract was, so 
far as I could recollect, made to meet 
that condition, and made, I suppose, 
for a longer term, in order that I 
might be recouped for the time that 
I had worked when I was insufficiently 
paid. 

Q.—Do you have to suppose that, 
or do you know? A.—Well, I knew 
what I had been receiving. 


Q.—And who arranged the terms 
of this contract with you? AGet 
think there was a committee appoint- 


Q.—Who were the members of it? 
A.—I could not tell you that. 


Q.—Whom did you deal with? A. 
—Perhaps the Minute Book would 
give you the names. I have only an 
indistinct recollection. 

Q.—Let us have the recollection as 
well as you can give it us. Can you 
say now who it was? (No answer.) 

Q.—Did you say the reason it was 
made for 15 years was to extend the 
payments over a ionger» time and 
make the heaviest burden on wo com- 
pany at a later date? A.—At a 
date when the revenue would warrant 
it. 

Q.—When the revenue would be 
larger? A.—When it would warrant 
that. 

Q.—Will you tell me just the idea 
you had in 1898 as to what that con- 
tract was worth? We want to have 
some appreciation of what the con- 
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tract was worth to you from the 
standpoint of 1898 when you were 
considering it? A.—In monetary 
value? 

Q.—Yes? A.—I had never comput- 
ed that. 

Q.—What had you considered it to 
be? A.—I had not considered it at 
all. 

Q.—You have never considered it 
yet? A.—I did not say yet, I said 
[ had not considered it. 

Q.—What was the first time you 
considered it? A.—I think the first 
consideration I gave to the value of 
the contract was when I approached 
to sell my interest in the company? 

Q.—That would be in 1905? A.— 
Yes. 

Q.—Were you approached before 
1905 to sellP A.—Yes, I had been 
asked several times. 

Q.—Extending over how many years? 
A.—I think two or three years from 
the time the company bought the 
Home Life building. 


Q.—And in what year was that? 
A.—Speaking from memory I think 
1901 or 1902. 

Q.—Were you approached _ before 
1901? A.—Not to my recollection. 

Q.—Were there no negotiations in 
1899? A.—I do not recall any. 

Q.—Were there any negotiations at 
or about or before the time that you 
changed to a level premium business? 
A.—No, I think not. 

Q.—Will you swear that there was 
not? <A.—I could not swear that there 
was not. It is 6 years ago. 

Q.—If there were any negotiations 
at that time, you could, by giving the 
matter consideration an turning up 
your records, ascertain that? Ages 
Well, the only records that I would 
have, would be these here. If it is 
in here, all right. 

Q.—Can you so inform yourself that 
you will be able to give me that infor- 
mation, whether there were any nego- 
tiations prior to the time you chang- 
ed to a level premium business? A.— 
If given access to these books, I can 
ascertain. 

Q.—Would you look up the record 
you were going to, as to the com- 
mittee? A.—What was the date 

Q.—1898? A.—No, but the date of 
the contract. 

Q.—12th November. T see that the 
resolution by the executive to buy the 
stock of the company was passed in 
1898. August 23rd. A.—These books 
begin, one in 1899 and one in 1898. on 
the 12th November. perhaps that is 
hardly far enough back. 
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Q.—I see no reference to it in the 
Directors’ Minute Book: Who was 
the first person you discussed ‘the 
amalgamation of the People’s with? 
A .—Mr: Stratton: 

Q.—Did he make the proposition to 
you or did you see him about itP A. 
—He came to me. 

Q.—Just look at this book produced 
and see if there is anything there? 
A.—In May of 1898 I find a report. 

MR. LANGMUIR: Q.—When was 
that? A.—In May, 1898, I find a 
report of the special committee upon 
the question of remuneration to the 
Manager and to the Chairman of the 
Executive Committee. 

MR. TILLEY: Q.—Then the Chair- 
man of the Executive Committee was 
what person at that time? A:— 
Mr. John Firstbrook. 

Q.—Read the Report. What page 
was it and what date? A.—Page 
486, minutes of Directors of May 9th, 
1395 =. 

‘““‘We recommend that Mr. John 
Firstbrook be appointed permanent 
chairman of the Executive Committee 
and Mr. A. J. Pattison Permanent 
Manager of the Assuciation, the ap- 
pointment to be a life engagement. 
We recommend that the remunera- 
tion of the Manager be as follows :— 
upon the premium income or any part 
thereof a per cent. or commission as 
follows:—on the first $50,000, 5 per 
cent.— 

Q.—Just wait a moment. 5 per 
cent. on the first $50,000? A.—Yes, 
or $2,500. The report proceeds :— 

‘On the 2nd $50,000 4 per cent. 
or $2,000, on the 38rd $50,000 4 per 
cent. or $2,000, on the 4th $50,000, 
3 per cent. or $1,500 and upon all 
subsequent premium inedme a_ per- 
centage or commission of 2 per cent. 
We also recommend that the remuner- 
ation of the Chairman of the Execu- 
tive Committee be as follows:—Upon 
the premium income or any _ part 
thereof a percentage as follows: on 
the first $50,000, one per cent. of 
$500, on the second $50,000 14 per 
cent. or $750; on the third $50,000 
2 per cent. or $1,000; on the fourth 
$50,000, 14 per cent. or $750, and 
upon all subseqoent premium income 
one per cent. We recommend that 
suitable contracts embodying these 
terms and remunerations be drawn 
up and the execution thereof duly 
authorized by the proper officers of 
the Association.’’? That is signed by 
the Committee. 

Q.—And who are the members of 
tie A.—Mr. John Hillock, Mr. 
Frederick Driver and John S. King. 
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Q.—Was that resolution carried? 
A.—Carried, on the motion of Mr. 
John Hillock, seconded by John S. 
King. 

Q.—Were the agreements, after 
they were drawn, submitted again to 
the directors for approval? A.—On 
June 28th, 1898, I see a Memo here, 
‘draft agreement between the Asso- 
ciation and its Manager for a term 
appointment as provided in the re- 
solution of the Board of Directors, 
May 9th, was presented and read to 
the Board; on motion of Mr. Hillock, 
seconded by Mr. John S. King, ac- 
cepted and ordered executed.’’ 

Q.—How is it then that the draft 
agreement is dated 12th November, 
1898, several months later? A.—I 
conld not explain that. 

Q.—That resolution says that the 
agreement was presented at that meet- 
ing in June? A.—Yes. 

Q.—Apparently it was not signed 
at that time. A,—It was ordered ex- 
ecuted then apparently from the 
minutes. 

Q.—Can you say when that docu- 
ment was actually signed? A.—I 
cannot say from memory when it was 
signed, , 

Q.—It was signed in 1898 at any 
rate, was it not? A.—Why, I would 
think so. I presume the date of the 
agreement was the date of signing, 
but if you want me to swear to that, 
I cannot swear to the date that it 
was signed. 

Q.—It was signed at or about that 
time? A.—Oh, I should say so. THat 
is my belief. 


Q.—And you cannot fix it any more 
definitely than that, either by refer- 
ence to the minutes or to the docu- 
ment itself? A.—No. 

Q.—Was the agreement with Mr. 
Firstbrook, the Chairman of the Ex- 
ecutive submitted to the Directors or 
to the Executive? It is dated Feb- 
ruary, 1899? A.—I see an amehd- 
ment to the by-laws providing for 
that appointment in June, 1898. 

Q.—Just read the amendment that 
you refer to? A.—This is June 28th, 
1898. 

Q.—From the directors? Ate Yess 
Directors’ meeting. It reads as fol- 
lows :— : ‘ 

‘Whereas it is advisable to provide 
for a permanent Chairman of the 
Executive Committee to review appli 
cations and assist the Manager in the 
work. and whereas the present meth- 
od of constituting the Executive Com- 
mittee vrincipally Wrom the execu- 
tive officers of the Board does not 
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give representation of policyholders,”’ 
etc ‘Therefore be it resolved that 


By-law No. 2 be amended to read as 
follows :— 


The Executive Committee, of which 
a majority shall form a quorum shall 
be a Committee of five members and 
a permanent Chairman; 3 members of 
the Executive Committee shall be elec- 
ted annually by the shareholders or 
policyholders or both, the President 
and Managing Director of the Asso- 
ciation shall be members of the Ex- 
ecutive Committee by virtue of their 
office. The election of members of the 
Excutive Committee shall take place 
immediately after the Annual Meet- 
ing has elected the directors. The 
permanent Chairman of the Commit- 
tee shall be appointed by the Board 
of Directors for such term as they 
think advisable. The Board of Di- 
rectors shall, by a contract, fix the re- 
muneration to be paid to the Mana- 
ger and permanent Chairman of the 
Executive Committee, and in the 
event of a vacancy occurring among 
their number, may fill the same until 
the next election by Annual Meet- 
cy ae 

I think that is all that refers to 
that. 

Q.—Then I suppose that would ac- 
count for your agreement not being 
executed until June, I may say not 
being sanctioned until June? A.—I 
do not know that this touches me. 

Q.—Yes, it refers to both. How- 
ever, we have the resolution any way? 
A.—When was that executed? 


Q.—l4th February, 1899? At 
find on November 12th, 1898— 
Q.—In what Minutes? A.—This is 


the Directors’ Minutes; in 1898 the 
Bill of Incorporation constituting the 
company a level premium company 
was passed, and on page 15 of the 
same Minutes, the Manager present- 
ed the agreement for the appoint- 
ment of Mr. Firstbrook as Permanent 
Chairman and for himself as Mana- 
ger of the Association, when Mr. 
Firstbrook withdrew and Dr. John §S. 
King took the chair. The contract 
was read giving Mr. Firstbrook an 
appointment for a term of years up- 
on a commission basis. ‘‘After dis- 
cussion it was moved by Mr. Hillock, 
seconded by Mr. King, that the con- 
tract as submitted be and the same 
is hereby approved and confirmed, and 
the Chairman and Manager be, and 
they are hereby authorized to exe- 
cute the same on behalf of the Asso- 
ciation. Carried.’’ 
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Q.—Who were present at that 
meeting? A.—Then follows a similar’ 
confirmation of my own contract. 
There were present John Firstbrook, 
Dr. John S. King, J. S. King, John 
Hillcock, and A. J. Pattison. 

Q.—There are no others noted? A. 
—JI do not recollect any others. The 
register of attendance should show ex- 
actly who were present. 

Q.—That is a separate book that is 
kept for Directors to sign when they 
are present? A.—Yes. ; 

Q.—Apparently there were 5 direc- 
tors present at that meeting, and you 
and Mr. Firstbrook were two out of 
the five? A.—Yes. 

Q.—Did the Association at that 
time have regular meetings of the 
Board? A.—I think so. 

Q.—On a certain day of each week 
or month? A.—Yes, with the excep- 
tion of the summer months. _ 

Q.—Wae that a regular meeting or 
a special meeting? A.—Well, the 
business transacted—the minutes do 
not say whether it was a special or 
regular meeting. 

Q.—Were those contracts ever 
brought before the shareholders? A. 
—I am not certain about that. I 
would have to refer to these minutes. 
I am not sure. 

Q.—I would like you to find any 
reference to it in the shareholders’ 
minutes relating to these contracts or 
either contract? A.—Now or when? 

Q.—Well later. The books will be 
here. Apparently the terms of both 
contracts were settled at the same 
time, although they bear different 
dates? A.—I think the report of the 
Committee shows that. 

Q.—That would appear from the 
Minutes? A.—Yes. 

Q.—Had there been any Executive 
Committee prior to the by-law that 
you read authorizing the appoint- 
ment of an Executive Committee? 
A.—My recollection is that there was 
an Executive Committee from the in- 
ception. 

Q.—So that there had been one in 
fact, whether it was properly author- 
ized by the by-laws of the Association 
orenote “A——- 1 think so: 

Q.—How long had Firstbrook been 
Chairman of that prior to 1899 or ’98 
when the resolution was passed? A. 
Well, from the time of his election as 
Vice-President he had acted as Chair- 
man of the Executive Committee. 

Q.—The first resolution that you 
read referred to the appointment of 
yourself and Mr. Firstbrook for life. 
Was that the intention? A.—That 
is the report of the Committee. 
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Q.—Was that the intention of the 
parties at first that it should be for 
life? A.—I assume that it must have 
been. 

Q.—And that was agreed on with 
you I suppose and Mr. Firstbrook ? 
A.—I cannot say that I agreed to 
take a life appointment. 

_Q.—Of course the contract contains 
a clause whereby you could escape 
from being bound, but was it the in- 
tention to bind the company as long 
as you live to pay you those commis- 
sions? A.—I presume that was the 
intention, 

Q.—And was that your intention? 
A.—The contract made with the com- 
pany shows that it was not, that I 
thought 15 years was a long enough 
appointment. 

Q.—At the time the resolution was 
passed did you think it should be for 
lifeP A.—I cannot recall now my 
thoughts with regard to that. I 
would say that the contract which 
was limited to 15 years must have 
been what I thought would be a fair 
arrangement between the company 
and myself. 

Q.—The minutes show that the 
Committee sent in a report. Would 
we be able to get that report? A.— 
I believe the original is on file. It 
should be. 

Q.—Could you get that for us 


please P 
MR. KIRBY: TI have never seen 
1t. 

MR. TILLEY: Have you looked 
for it? Has a search been made for 
it? 

MR. KIRBY: There has been no 


particular search for it, but I think 
I would know if we had it. It is not 
among our ordinary papers. 

MR. TILLEY: Probably Mr. Patti- 
son would be able to help you locate 
it. There is a copy of it in the min- 
utes. 

Q.—Was that report drawn by you, 
do you remember? A.—I am sure it 
was not, but I could not tell you who 
drew it. 

Q.—After looking at the minutes 
‘and finding out the names ‘of the 
Committee can you say with whom 
you discussed the contract prior to 
the report of the Committee? A.— 
No, I cannot. 

Q.—You cannot say which one of 
the gentlemen ? A.—I think pro- 
bably all of them. 

Q.—Would you take the prominent 
part’ an vaitri eA dow motmaknow 
whether one fwould take any more 
prominent part than another. Pro- 
bably Mr. King may have done so. 
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Q.—He is still with the company? 
A.—I understand so. 

Q.—So that Mr. King probably 
could give us as much information as 
any other member of the Committee, 
could he? A.—I should think so. 

Q.—Do you remember when it was 
decided to shorten the term of the 
contract from a life contract to 15 
years? A.—No, I do not. I see both 
contracts were read to the Board of 
Directors at this meeting showing— 

Q.—In November, 1898, do you 
mean? A.—yYes sir, November 12th, 
1898, both Mr. Firstbrook’s contract 
and my own were again brought to 
the Directors and read. 


Q.—Were «you there when they 
were read? A.—Yes, those are my 
own minutes. 

Q.—Written out by you? A.—At 
the time, yes. 

Q.—And Mr. Firstbrook was there? 
A.—Mr. Firstbrook was there. He 
withdrew during the consideration of 
his matter. 

Q.—Did he withdraw from the 
meeting or from the Chair? A.—The 
minutes say Mr. Firstbrook withdrew 
and Dr. John S. King took the Chair. 


Q.—Was there any vote? A.— 
There does not appear to be any. The 
resolution says ‘‘carried.’’ 

Q.—Then' tyou say the rst time 
that you ever gave any consideration 
to what the contract was worth to 
you was in 1905 when you had the 
negotiations with Mr. Stratton? A. 
—Yes, I think that would probably 
be correct. 

Q.—Then tell me what conclusion 
you came to as to the value of that 
contract to you at that time? A.— 
Commuting the probable revenues of 
the company for the balance of the 
term, which was not ten years, but 
about eight, I found that in that time 
I should receive aproximately about 
$80,000, between $70,000 and 80,4 
000. I referred the matter to our 
actuary to have him confirm my cal- 
culation and he made it a little more 
than I did. 

Q.—Who was your actuary? A.— 
Mr. Fitzgerald. 

Q.—Did he make any written re- 
port on the subject? A.—No, simply 
for my own information. 

Q.—What did he make it? A.— 
I do not recall the figures now. They 
were a little more than my own. 

Q.—More than 80? A.—Yes. It 
was based upon a certain percentage 
of growth annually which might or 
might not have been realized; there- 
fore it was only an approximation. 
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Q.—It was a surmise to some ex- 
tent? A.—Yes. 

MR. LANGMUIR: Q.—Was it 
based upon a present payment of 
money without the question of inter- 
est in advance? A.—I understand the 
immediate value was taken. 

Q.—That is the present value at 
that time? A.—Yes, the present value 
was taken. 


MR. TILLEY: Q.—Did you figure 
it out before you presented the ques- 
tion to the actuary,:-or did you figure 
it out with him? A.—TI made the cal- 
culation myself. 

Q.—And that calculation you say 
resulted in your receiving seventy or 
eighty thousand dollars during the 
term of the contract? A.—In the 
eight years. Then, of course, there 
was the question of a further ex- 
tension of that contract if I was then 
living, and if the company was satis- 
fied with my services. The contract 
did not necessarily terminate at the 
expiration of the seven or eight years. 


Q.—Do I understand that you first 
estimated what you thought that con- 
tract was worth, and then added 
something to that to cover the pos- 
sible chance you would have of mak- 
ing another contract equally as good? 
A.—No, I did not do that. I say 
that was a consideration. 


Q.—According to your statement 
you would receive in cash in the next 
eight years about $70,000 to $80,- 
000? A.—About that. 

Q.—What did you figure that out 
to be worth—the present value of 
that amount? A.—I cannot give you 
from memory the computation. 

Q.—About what would it be? A. 
—Well it would depend altogether on 
what rate of interest you computed 
it at. 

Q.—What rate of interest did you 
compute it at? A.—I do not recol- 
lect. 

Q.—What rate would the actuary 
take? A.—I presume he would take 
41 per cent. 

Q.—Did you keep the paper on 
which you did this figuring? A.— 
No. 

Q.—Destroyed it? A.—No. It was 
only just a rough memorandum. 

Q.—Do you think you could go 
through that mathematical computa- 
tion again? A.—I think I could. 

Q.—Probably you would be good 
enough to make out the computation 
again for us during some recess. You 
have not the computation that the 
actuary made? A.—No, it was just 
a rough memorandum. 
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Q.—Until we get your computation 
we will not discuss that feature of it 
further. Did you make a computa- 
tion as to Mr. Firstbrook’s contract? 
A.—No, I did not. 

Q.—Did any person? A.—TI think 
Mr. Firstbrook himself did. 

Q.—Did he hand you any A.— 
I am not sure whether he had any 
other advice. 

Q.—Did he hand you any memor- 
andum as to the computation he 
made? A.—My recollection is that 
he discussed with me what benefit he 
would probably get out of his con- 
tract for the unexpired term. 

Q.—That was a verbal discussion? 
A.— Yes. 

Q.—What was said by him on that 
subject then? A.—In regard to the 
amount do you meanP 

Q.—Yes. A.—I think he consider- 
ed that that commutation was to his 
disadvantage. 

Q.—Why did he think sp? A.— 
It was to his disadvantage because he 
was taking a considerably smaller sum 
than the remuneration would have 
amounted to had he received it from 
the company. 

Q.—I am not asking you what sum 
he received. I am asking now what 
he said to you as to the value there 
was in his contract in his opinion? 
A.—I cannot recall the figures now. 

Q.—Have you not any idea what 
amount he put. You say your own 
was somewhere between $70,000 and 
$80,000? A.—Yes. 

Q.—What was Mr. Firstbrook’s? 
A.—I do not recall that. 

Q.—What was your idea as to the 
value of this contract® A.—I did 
not go into that at all. 

Q.—You discussed it with him? A. 
—He discussed it with me. 

Q.—There is not much difference 
between that? A.—No, but my re- 
collection of it was that he considered 
that the disadvantage was against 
him in commuting the contract. Now 
as to the figures, I cannot give you 
those. : 

Q.—Your recollection is that Mr. 
Firstbrook thought that he was not 
getting the full value of his contract? 
A.—That is correct sir. 

Q.—That is in the amalgamation 
with the People’s? A.—Yes. 

Q.—And as to the basis on which 
he computed his you cannot say? A. 
ale Gannoy. cayeine 

Q.—Did you discuss with him what 
the probable premiums received from 
year to year during the 8 years would 
be? A.—I cannot recall whether 
that was gone into between us. 
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Seas do not remember that? A. 
—No. 

Q.—When did you first discuss with 
Mr. Firstbrook what he should re- 
ceive? Before you had arranged with 
the People’s Life or afterwards? A. 
—It would be before any arrangement 
was made. 

Q.—Before any arrangement was 
made with the People’s Life? A.— 
Yes. : 

Q.—So that before you came to a 
conclusion with the People’s you made 
your arrangement with Mr. First- 
brooke? A.—The dates come in to- 
gether there so that I cannot say ex- 
actly how that closes up, but my re- 
collection is that we had a fair under- 
standing. 

Q.—Tell us the fair understanding 
you thad with Mr. Firstbrook before 
you closed with the People’s Life? A. 
—As to the amount he was to receive. 

Q.—Yes? A.—For the surrender 
of his contract? 

Q.—The understanding you had with 
him. I want it to cover everything 
there was in the way of an arrange- 
ment between you? <A.—Mr. First- 
brook consented to accept $11,500 in 
addition to his stock. 

Q.—In addition to selling his stock? 
A.—Yes; that is in addition to the 
$3,375. 

Q.—Is that a memorandum that sets 
it all out? ‘A.—Yes. } 

Q.—Would you let me have it? A. 
——Y és: 

Q.—That is the arrangement with 
Mr. Firstbrook involved the purchase 
of stock from him, and also the com- 
mutation of his contract? A.—Yes. 

Q.—There were the two things? A. 
—Yes. 

Q.—You also had stock to sell, and 
your contract was to be commuted at 
that time; is that rightP A.—The 
condition of the sale of my stock was 
of course the surrender of the con- 
tract. I do not know that I could 
separate the two transactions. 

Q.—How much stock had you at 
the time to sell? A.—If you give 
me that memorandum a moment 
will tell you exactly. 

Q.—Here it isP A,—499 shares. 

Q.—Had you owned that stock for 
any length of time? A.—Varying 
dates, from the time of the organiza- 
tion of the joint stock company up 
to the time of the sale. 

Q.—At what price did you acquire 
that stock? | A.—The bulk of it at 
125. Some few shares I bought at 
less than the price at which they were 
issued, 25 per share. 
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Q.—When had you bought the 
‘shares at less price? A.—I could 
not give you that information with- 
out the stock ledger and my cheque 
book. ; 

Q.—Then I would ask you to look 
at the stock ledger. What was the 
lowest price at which you bought 
stock? A.—Speaking from recollec- 
tion about $18 to $20. 

Q.—How many shares did you buy 
at that price? A.—Only a few shares 
that were offered through brokers. 

Q.—When were they bought? A. 
—I cannot say. 

Q.—In 1905? A.—I cannot give 
you the date without the stock ledger. 

Q.—Have you the stock ledger here? 
A.—Yes, here it is. I am not sure 
tha lacana cive. ib, to you nowlol 
will try and get you that. 

Q.—So that we will understand each 
other on that, what I would like is 
a complete record of your stockhold- 
ing in the Home Life from time to 
time, what you paid for it, and what 
VOU SOld, 1b TOR? Ac YOu wills not 
be able to get that to-day I think. 

Q.—We will have to get it at a 
later date? A.—So far as I can give 
it to you. 

Q.—Because we must have it? A. 
—Yes. 

Q.—That would include any stock 
you took direct from the company, 
what you paid on it, and any stock 
you got from the Canadian Homestead 
at ae or any other parties? A. 
— Yes. 

Q.—Will you agree with this, that 
at the time these negotiations were 
proceeding the stock of the Home Life 
Company could be obtained on the 
market at $20 a share or lessP_ A. 
—I cannot agree with that, because 
I do not think it is a fact. 

Q.—At what price could it be got? 
A.—In any large amount I do not 
think it could be purchased under a 
considerable appreciation over the 
price paid for it. 

Q.—Did you ever pay more than 
the par of the stock and the premium 
paid to the company? A.—TI did not. 

Q.—And at that time, according to 
the statements of the company the 
capital stock was largely impaired. 
Just let us settle on the impairment 
of the company. Those are extracts 
taken from the blue book, just to 
summarize the affair, and it gives the 
impairment according to your own 
returns made to the Government, in 
1892 the impairment was $3,928, leav- 
ing off the odd cents; in 1893, $7,291? 
A.—I think that is incorrect. I 
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think that statement must be incor- 
rect. 

JUDGE MacTAVISH: Q.—What 
should it be? -A.—I would have to 
look over the statement, but the com- 
pany had no capital stock at this 
date, and it was an assessment com- 
pany. They had the right to call for 
all the money that was required to 
meet their claims. 

Q.—I am treating money sub- 
scribed at that time as capital, and I 
am saying that that is the impair- 
ment of the moneys that had been 
put into the company; that is fair, 
having that in mind? <A.—Well, if 
you take what was not a liability as 
a liability, of course, you will make a 
default. 

Q.—I am not saying deficit. I am 
saying impairment, that the moneys 
paid in to carry on the operations of 
the company were impaired to the ex- 
tent I have mentioned? A.—What 
value do you attach to the business 
of- the company? Any? 

Q.—I am taking now the impair- 
ment according to the annual state- 
ment. We will discuss the value of 
the business later. A.—Well, if you 
eliminate the value of the business, 
and if you take the capital as a liabil- 
ity, why of course 

Q.—I am trying to ascertain the 
value of the capital in that company? 
A.—Yes. Now in these liabilities I 
see death claims of $5,000. ‘Those 
were not a liability. 

Q.—They had to be paid? A.— 
They had to be paid, but the com- 
pany had the right to call the money 
up to pay them with. 

Q.—Quite so, and the next year 
they would call the money A.—Yes. 

Q.—To pay them? A.—Yes. 

Q.—And it would come out of the 
premiums of the next year? A.— 
Yes, but they are not a liability— 
even the Insurance Department did 
not treat them as a liability accord- 
ing to the blue books. : 

Q.—The money had to be raised 


for them? A.—Yes. 


Q.— With that explanation we will 
go on, taking your annual _ state- 


ment. ; 
In 1894 the impairment was 


In 1894 the impairment was $10,730 


In 1895, eS ; 15,779 
In 1896, i r 15,488 
In 1897, a 43 12.422 
In 1898, 4 < 9,734 
In’ 1899, Ae oe 11,768 
In 1900, x ff 22,406 


In 1901 the balance was the other 
way, because you had bought the 
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Home Life Building and you wrote 
up the real estate, is that right? 
The Head Office building that you 
bought? A.—Well there would be 
some other item to be explained be- 
sides that. I think the appreciation 
in the value of the building made 
only $25,000 and there seems to be 
$36,000 of a surplus. 

Q.—We will probably get the ex- 
planation of that. In 1902 the loss 
of that surplus was $25,240, coming 
back to $10,000 odd. In 1903 the 
impairment was $3,240. 

In 1904 it was $1,132. 

In 1905 it was $68,200. 
A.—The 1905 impairment must have 
been from items after the amalgam- 
ation and not prior to that time. 

Q.—We will be able to follow up 
the valuation of the Head Office 
building and so on that enter into 
that statement, later. Then you have 
produced a statement, Mr. Pattison, 
showing the payments made in res- 
pect to the stock to different share- 
holders and it shows that Mr. Wood 
—is he a Director? A.—Mr. Wood 
was a Director. 

Q.—He got $1,250. Was that for 
stock? A.—Well, he got $1,250. 

Q.—But was that for stock? A.— 
No, $1,750 was for stock. 

Q.—Why do you divide it in two 
amounts then? A.—Simply to show 
the distribution of the $25 per share 
which I got for the stock and what I 
paid for it. 

Q.—What did you pay for it? A. 
—$1,750. 

Q.—Why do you divide it into 
$500 and $1,250? A.—For the simple 
reason that Mr. Stratton gave me 
this sum, and this sum is what I paid 
for it. I wanted to get the two items 
separate. 

Q.—You are showing the amount 
you paid to the directors to get their 
stock inP A.—That is it exactly. 

Q.—Was it obligatory on these di- 
rectors to sell their stock? A.—No, 
not at all. 


Q.—Was it part of their arrange- . 


ment that they were to pass off the 
Board of Directors? A.—Not neces- 
sarily. 

Q.—What was the arrangement as 
to the future constitution of the 
Board? A.—Mr. Stratton desired a 
number of the members of the Board 
to remain on. 

Q.—How many? A.—I don’t 
think the number was ever discussed. 

Q.—Did he want resignations in 
his hands from all of them so that he 
could choose the ones he would keep ? 
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A.—You would have to ask him that 
question. 

Q.—Did he stipulate with you for 
resignations? A.—I don’t think he 
did. I don’t recall that he did. 

Q.—There was nothing said at all 
about getting in the resignations of 
these people from the Board? A.— 
Except that I was to deliver him a 
certain amount of stock and that 
there should be room made on the 
Board for certain directors of the 
People’s Life. 

Q.—How many? A.—I cannot an- 
swer that. 

Q.—Did he give you names of per- 
sons? A.—That he was going to put 
on? 

Q.—Yeés. A.—_No:; 

Q.—So that you had no_ under- 
standing with him as to the number 
of resignations you were to hand 
over from your Board of Directors? 
A.—I gave him the stock of all the 
directors. 

Q.—You gave him the stock of all 
the directors? A.—I think, so. 

Q.—Was it stipulated that you 
should give him the stock of all the 
directors? A:—I cannot say as to 
that now. I think that the under- 
standing that he had, or the under- 
standing we had was that he should 
be able to constitute the Board, to 
put an equal number of _ directors 
from both companies. 

Q.—Was it not the understanding 
that he was to be able to constitute 
the Board as he pleased? A.—Well, 
he would do that, owning all the 
stock. 

Q.—Was it stipulated that he 
should own the stock to enable him 
to do that? A.—No, I don’t think 
so. 

Q.—What was the stipulation as 
to stock? A.—That I should sell 
him my stock and get him the stock 
of the directors of the company so 
far as I could, in Toronto. Which I 
did. 

Q.—Then the understanding was 
that you were to get for Mr. Strat- 
ton the capital stock owned by the 
Toronto directors? A.—Yes. 

Q.—And without that the transac- 
tion would not have gone through 
unless Mr. Stratton had changed 
the arrangement with you? A.—I 
presume that is correct. 

Q.—So then you set yourself about 
getting the stock from these gentle- 
men. Did you make a uniform pro- 
position to all? A.—Well, I did not 
set about getting the stock from these 
gentlemen before the proposition of 


INSURANCE. 2097 


SESSIONAL PAPER No. 66 


64th day, September 11, 1906. 


amalgamation was taken up with 
them. 

Q.—With the directors? AS 
Yes. : 

Q.—Then, tell us what you discus- 
sed with the directors about amal- 
gamation. A.—The question of tak- 
ing over the People’s Life business 
was considered, I think, a number of 
times; I would have to refer to the 
Minute Book to see how many, and 
the terms on which it could be taken 
over and the question of whether it 
would be to the advantage of the 
shareholders of the Home Life or not 
was carefully considered and it was 
thought, I think, uniformly by every 
member of the old Board that the 
arrangement as outlined in the re- 
solution would be of distinct advan- 
tage, both to the Home Life and to 
the People’s Life. 


Q.—Each one getting a little the 
better of the other? A.—Not neces- 
sarily. The People’s Life were havy- 
ing a good deal of difficulty with 
their. work, I understood, and _ it 
was believed it would be a benefit to 
the policyholders of that company if 
they were admitted to the Home Life, 
and the acquisition of the business 
upon the terms proposed was_ re- 
garded as of advantage to the share- 
holders and policyholders of the Home 
Life. To effect the consolidation it 
was necessary that some of the offi- 
cers, some of the directors, at least, 
should step aside. 


Q.—To effect the consolidation, it 
was necessary that all the stock of 
the Toronto directors should be got in, 
so that you could transfer it to Mr. 
Stratton, that is what was necessary 
was it not? A.—I don’t think so, be- 
cause Mr. Stratton made a _ proposi- 
tion to me to take over the business 
of the People’s Life without any 


Q.—I am talking of the arrange- 
ment that went through. It was 
necessary. A.—Yes, that is right. 


Q.—Then, when the directors were 
considering this re-insurance agree- 
ment they were aware, were they, 
that their stock had to be sold? A.— 
They were aware that it would’ be 
necessary to make a change in the 
directorate? 

Q.—Were ‘they aware {that ‘their 
stock must be transferred to Mr. 
Stratton? A.—I don’t think that 
that is the way the transaction actu- 
ally was presented to them. It was 
a question of a change of directorate. 

Q.—Say how you presented it to 
them. A.—I explained what Mr. 
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Stratton’s plans were in the consoli- 
dation. 

Q.—Tell us what the plan was? A. 
—The plans were as they were car- 
ried out. 

Q.—You told them then, did you, 
about the $80,000? A.—No. 

Q.—Then, tell us just what you 
did tell them, let us know how far 
you went with them? A.—The sub- 
stitution of certain directors and in 
the change of directorate the sale 
of stock, of course, came about. One 
of the directors would hardly resign 
his position unless he was selling his 
interest in the company. 

Q.—The directors would not resign 
their positions? A.—I don’t say 
they would not. I imagine that they 
would not care to do that, but they 
were not asked to. 

Q.—Why not resign their positions? 
If the stock was good for the other 
shareholders it would be just as good 
for them? A.—It doesn’t seem to 
me to be a reasonable proposition to 
go to a gentleman who had been a di- 
rector of a company for 12 or 14 years 
and ask him to step aside for a new- 
comer. 

Q.—Not even if it assisted in an 
advantageous arrangement going 
through for his company? A.—Well, 
I would rather some one else would 
have the mission than me. 

Q.—Well, that is the view at any 
rate. So it would be necessary for 
them to sell their stock. What else 
did you say to them? A.—They 
took up the question of the terms on 
which the business might be taken 
over and considered that and when 
those terms had been inquired into 
had been found satisfactory from the 
view that they took of the interests 
of the company, I understand that 
they were willing to sell their stock 
as they did sell it. 

Q.—You understand that they were 
willing; what do you mean by that, 
did some person tell you that? A.— 
No, they did sell their stock, they 
were satisfied, they were willing. 

Q.—When they found the nature of 
the arrangement, they were willing 
to sell their stock? A.—Yes. 

Q.—Then was the question of the 
price of their stock discussed in the 
meeting? A.—No. 

Q.—Why not take that up at the 
same time and place? A.—Well, I 
don’t think there was any reason for 
not taking it up, than there was for 
taking it up? It was a matter for 
negotiation between each director and 
myself. 
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Q.—Then you paid Mr. Wood $500 
oe $1,250, making $1,750 in all? A. 
— Yes. 

Q.—That was for his stock, the 
complete holding? A.—Yes. 

Q.—And on selling his stock that 
would disqualify him from being a 
director? A.—Yes. 


Q.—So that the purchase of the 
stock involved his going off the 
Board? A.—Yes. 

Q.—$1,250 of it represented the 
stock at $25 a share? A.—Yes. 

Q.—Which is the price you were 
saa 2 it to Mr. Stratton at? A.— 

es. 

Q.—And which is the highest price 
you ever knew stock of the Home 
Life to be sold at? A.—Yes, that 
is so, I suppose. 

Q.—And then above that there was 
$500 for what? A.—I think Mr. 
Wood had held his stock for 5 years, 
5 or 6 years, and he had received no 
dividends as far as I can recall the 
transaction. He considered that that 
was a reasonable price for the sale 
of his stock. 


Q.—Did he consider that that was 
what his stock wags worth? A.—He 
must have done or else we would not 
have taken it. 

Q.—Do you regard the transaction 
as taking that form, that he thought 
his stock was worth that? A.—lI 
think so. 


JUDGE MacTAVISH: The $1,250 
or the $1,750? A.—The $1,750. 

MR. TILLEY: Did he ask any- 
thing more than that? A.—WNo. 


Q.—But you did not offer less? 
A.—No: 

Q.—Was it your or his proposition 
that fixed the $1,750? A.—I cannot 
tell that. I don’t remember now. 


Q.—What form did the transac- 
tion take, did you say to him, ‘‘Now, 
if this goes through I will give you 
$1,750 for your stock?’’ A.—Not at 
all. The transaction, the best part 
of it, had been agreed upon before 
the sale of the stock had been agreed 
upon. Now, I ask you how much he 
wanted for his stock and he figured it 
out according to his own way, I 
don’t know how, but I presume tak- 
ing 6 or 7 per cent. interest on his 
money for the time and he said he 
was content to take $1,750 and I paid 
him that. 

Q.—Then Dr. King, the same trans- 
action there? A.—The same transac- 
tion. 

Q.—Did either of these gentlemen 
stipulate for any other benefit they 
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were to be given on transferring their 
stock? A.—No, not with me. 

Q.—Did you know of any other 
benefit they stipulated for? A.—I 
cannot tell. I have some _recollec- 
tion of Dr. King desiring to have a 
continuation of his position as Med- 
ical Director, one that he had oc- 
cupied for 16 or 14 years very accep- 
tably. I know nothing about it 
further than that. 

Q.—Dr. King wanted to be con- 
tinued as Medical Referee? A.—Yes, 
I have an indistinct recollection of 
that. 

Q.—What was that position worth 
to himP A.—A very small sum at 
first and increasing up to $500 or 
$600 at the time or $700 annually. 

Q.—Did you refer him to some per- 
son connected with the People’s to 
thresh that matter out? A.—No, I 
did not refer him to anyone. 

Q.—Do you know whether he discus- 
sed it? A.—I don’t know whether 
he discussed it with anyone else or 
not. 

Q.—But you understood some ar- 


- rangement was made with him? A. 


—Well, the doctor is still Medical 
Director of the company, or medical 
referee. 

Q.—And, I suppose, that in your 
mind that would point to some ar- 
rangement at the time? He _ has 
ceased to be a director, Mr. McLaugh- 
lin? 

MR. McLAUGHLIN: Yes. 

MR. TILLEY: Then, Mr. Diver 
got $1,250 for his stock, and $1,250 
besides. Or rather, I do not want to 
put it that way, in view of your evi- 
dence; he got two sums of money, 
amounting to $2,500, and his stock 
at $25 a share would be worth $1,250 
leaving the $1,250 besides. Now what 
was the arrangement with Mr. 
Diver? A.—It was a sale of his 
stock. Mr. Diver’s position was quite 
different from any other, with the 
exception of Mr. John S. King, in 
that he had been one of the directors, 
I think from the start of the com- 
pany, right straight through, and 
had worked for 12 or 18 years, a 
good many years, without any direc- 
tors’ fees at all and I believe he was 
one of the original holders of guaran- © 
teed fund stock. I am not sure of 
that, but I think he had money in the 
company for 14 years and had _ re- 
ceived no interest. 

Q.—Did you offer him $1,750. A.— 
No, I think those are the figures that 
he asked and the figures that he got. 
Jo ranen it his proposition? A.— 

es 
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Q.—Was there any discussion be- 
tween you as to prices? A.—lI think 
we discussed what other directors had 
taken for their stock, yes. 


Q.—Was he the last one to be set- 
tled with? A.—They were all _ set- 
tled together. 

Q.—-They could not all be settled 
together, because you did not bring 
them together. A.—No, but I mean 
to say, one after another agreed. 

Q.—But you did not pay Mr. Div- 
er $1,250 until you had settled with 
as many others as you could? A.—I 
did not pay Mr. Diver until after the 
transaction was completed. 


Q.—And you did not arrange to pay 
him $1,250? Or did you go on and 
close the transaction, knowing that, 
if the worst came to the worst, you 
could settle with him at $1,250, over 
. the $25 per share? A.—If my mem- 
ory serves me now I understood that 
Mr. Diver was willing to take a little 
less than he did, than he felt he ought 
to receive, but it was a misunder- 
standing between him and I, and I 
accepted his figures. 

Q.—I do not quite understand what 
you mean by that. A.—I mean to 
say that I think I understood from 
a conversation with Mr. Diver that 
he was willing to take a little less 
than $2,500 for his shares when the 
matter was being closed up. Mr. 
Diver, so understood, that he was to 
receive $2,500, and perhaps I was 
under a misapprehension; I think I 
was. 

Q.—Some misunderstanding  be- 
tween you? A.—Yes, there was a 
misunderstanding and I was satisfied 
that Mr. Diver had misunderstood 
me, and I gave him the cheque for 
$2,500. 

Q.—Did he stipulate for any other 
benefit? A.—Not to my knowledge. 

Q.—Did he know of the $80,000? 
A.—He, I think, knew. I cannot 
speak for him,—but I think he knew, 
as the other directors knew, that I 
was receiving something in addition 
to the price of my stock. 

Q.—Did all the other directors 
know that? A.—I believe so. 

Q.—From something you told them? 
A.—I don’t recall saying to them 
that I was to receive a certain sum, 
but I remember a number of the 
directors saying that they would be 
glad if I made something out of the 
years’ work that I had put into the 
company. 

Q.—Were they feeling you, do you 
think? A.—Oh, I think they were 
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men that would ask a straight ques- 
tion if they wanted information. 

Q.—Would they have got the in- 
formation if they had asked the 
questionP A.—They would. 

Q.—Did you tell a single director 
that you were getting $80,000? A.— 
No, not one of them asked. 

Q.—So that Mr. Diver did not 
know. A.—He didn’t ask; I don’t 
know what he knew. 

Q.—Did he say anything at all 
about your being pretty well pro- 
vided for? A.—I cannot recall the 
conversation. 

Q.—Does not that $2,500 indicate 
that Mr. Diver knew a little more 
about what was going on than the 
restP A.—I don’t think so. He may 
have known. He is here to speak for 
himself. 

Q.—Tell us the impression you got; 
did you not come up in your figure 
with Mr. Diver because he was a 
little firmer than the rest? A.—Not 
at all, because I think Mr. Stratton 
would have been glad to have Mr. 
Diver remain on the Board and he 
could have remained on the Board if 
he had wanted to. 

Q.—Some of them did remain on 
the Board? A.—Yes. 

Q.—Some of these got their stock 
back? A.—I don’t know what they 
got back. 

Q.—You have understood that they 
got their stock back at $25 a share. 
A.—They must have qualified again 
but as to the terms of the arrange- 
ment I don’t know that at all. 

Q.—Don’t you know Dr. King sold 
the stock to you and then bought it 
back at $25 a share, the same number 
of shares. A.—I don’t know that. 

Q.—You know it came out here in 
evidence, did you not? Mr. King 
I meant, it was the other Mr. King? 
A.—He must have bought the stock 
again. I didn’t know it, as a matter 
of fact. 

Q.—Then he could not have been 
treating the purchase money as the 
price he was selling to you for and 
then immediately buying it again at 
$25 a share? A.—I don’t know any- 
thing about that. I did not know 
which ‘directors of the Home Life 
were going to remain on the Board of 
the Home Life. 

Q.—That was a separate transac- 
tion, you had to get rid of them all, 
all of the Toronto directors? A.— 
Well, I have explained to you that 
Mr. Stratton wanted the members of 
the Board back again but as to who 
he wanted, I did not know. 
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Q.—Then Dr. Briggs, I see, got 
$1,750. Tell us the arrangement you 
made with him. A.—Precisely the 
same as the other directors. 

Q.—Did you mention the price or 
did Dr. Briggs? A.—I think Dr. 
Briggs mentioned the price. 

Q.—Did he know what the other 
directors were getting? A.—Not 
from me. 

Q.—Did he know it from others? 
A.—I don’t know that. 

Q.—Did you bring the matter up 
with Dr. Briggs or he bring it up with 
your A.—I couldn’t answer that, 
how the subject came up. I presume 
it came up after the discussion of the 
taking over of the People’s Life 
business. But as to the initiator, I 
cannot say. 


Q.—Did he get any other advan- 
tage than these payments or _ this 
payment? A.—Not to my knowledge. 

Q.—You know of no_ stipulation 
that he made for any other benefit or 
advantage to himself? A.—I know 
of none. 

Q.—And you have not heard of 
any? A.—Well, he is Vice-President 
of the Company. 

Q.—Do you know whether it was 
arranged that he should be _  Vice- 
President of the company? A.—I do 
not. 

Q.—Do you know what he paid to 
get his shares backP A.—1 do not. 

Q.—From the evidence that came 
out you know now that he paid $25 
a share? A.—I heard that stated 
here. 

Q.—So that he sold the shares to 
you and then bought them back at 
$25 a share? A.—Yes. 

Q.—Which would make the $1,250, 
without the $500? A.—Yes. 

Q.—And then he is Vice-President 
of the company now, you say? <A.— 
So I understand. : 

Q.—Then J. S. King, his figure 
seems to have been $2,000, $1,250 and 
$750? A.—Yes. 

Q.—What was the reason for the 
distinction there? A.—Mr. King was 
one of the original directors of the 
company and had been Vice-President 
of it for about 13 years without any 
official salary or fee and without di- 
rectors’ fees, for a good many years. 
And he thought he should have in the 
transfer of his stock and the resigna- 
tion of his directorship, some addi- 
tional sum. That was his stipula- 
tion. 

Q.—Did he know what the other 
directors were receiving? A.—TI don’t 
know whether he knew or not. I 
don’t remember his asking me what 
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the others were getting. 
have known. 

Q.—He did not knuw anything about 
the $80,000? From you? A.—Not 
as to the sum of money, no; I don’t 
know what he knew about that. He 
was one of the directors of the new 
company. 

Q.—Did you tell him about the ar- 
rangement that was made that your 
contract and Mr. Firstbrook’s should 
be cancelled? A.—I don’t recollect 
telling Mr. King that personally. 

Q.—Or any other director? A.— 
I think it was understood that if we 
resigned our positions as President 
or Manager, and gave up our stock, 
that the contracts terminated. 

Q.—That was so, according to the 
contract? A.—That was so accord- 
ing to the contract. 

Q.—And did you not tell them so? 
A.—I don’t recall having made that 
statement to them. I may have made 
that statement to them, but I don’t 
recall it now. 


Q.—Wasn’t it the understanding 
with these directors that your con- 
tract would come to an end merely 
because you were going out of the 
company? A.—TI think so. 

Q.—But they had not in mind any 
such payment as $80,000, so far as 
you know? A.—I don’t know what 
they had in their minds. 

Q.—So far as you know they had 
not? A.—So far as I know they 
had not. 


Q.—You would not have been able 
to get through at this rate of pay- 
ment, would you, if they had known 
that? A.—Well, I would think so, 
from the statements the directors 
made to me I would think so. Of 
course, I don’t know. 

Q.—When? Before or after they 
knew about the $80,000? A.—Well, 
I don’t know at what date they knew 
of the $80,000. 

Q.—I suppose they knew of the 
$80,000, some of them, at any rate, 
about 3 days ago, when it came out 
in evidence? A.—Yes, probably. 

Q.—That, so far as you know, would 

be the first that they would know 
about it? A.—So far as I know. 
' Q.—So that any discussion you had 
would be before that knowledge came 
to them, or have you had some since? 
A.—No, I don’t think we have had 
any discussion with wegard to the 
amount. I have never been asked 
by any of the directors what I got 
at that time. 

Q.- WAH. Who Ss-thatr” A: 
W. A. Firstbrook. 

Q.—He sold his shares? A.—Yes. 


He may 
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Q.—Was it stipulated that he should 
transfer his shares?} A.—Yes, that 
was the understanding I had with 
Mr. Firstbrook. 

Q.—The understanding you had 
with Mr. John Firstbrook, the Pre- 
sident of the company? A.—Yes. 

Q.—That if he sold his shares that 
his brother’s shares must be bought 
too or would be bought? A.—They 
would be bought. Not a case of must 
be bought. 

Q.—Did you fix the price with Mr. 
John Firstbrook for W. A.’s shares 
or did W. A. deal alone? A.—I did 
not see Mr. W. A. Firstbrook. Both 
Mr. W. A. and Mr. John Firstbrook 
were shareholders in the company 
from the time of its establishment in 
1892 up to the date of sellilng their 
stock and Mr. W. A. Firstbrook had 
had no benefit out of his investment. 


Q.—Mr. W. A. Firstbrook had 
$1,625 of stock; that is about $400 
more stock than the other persons 
we have mentioned, and yet he got 
just $500 in addition to the price of 
his stock? A.—Mr. W. A. Firstbrook 
was not a director of the company. 

Q.—Then he would get less out of 
it than the directors because they 
got their directors’ fees? A.—They 
did for the last 2 or 3 years, but not 
prior to that time. ‘Iwo years. 

Q.—However, you did not fix the 
amount with W. A. Firstbrook? A. 
—I did not. 

Q.—Mr. John Firstbrook fixed that? 
A.—Yes. 

Q.—Did he tell you when he sti- 
pulated for his brother’s shares being 
taken over, what it would cost you? 
A.—I don’t think he put it in that 
shape; I think he suggested the price 
to be paid and I agreed. 

Me Mer Obs (AV Oa 
That oMAte eT. W: Curry. 

Q.—$1,250 and $1, 000 under the 
stock column., What does that mean? 
That he had stock which, at $25 a 
share, was worth $2,250? A.—He 
had more than the 50 shares. He 
must have had. 

Q.—Then opposite the 50 shares at 
$1,250 there is the item $500 and op- 
posite the $1,000 a blank. That means 
he got $500 additional with respect 
to those 50 shares? A.—It would 
mean that he got $2,750. 

Q.—In all? A.—Yes. 

Q.—The person that drafted this 
schedule seems to appreciate the real 
transaction, don’t you think? A.— 
T don’t think the person who drafted 
that schedule knew anything about 
it.ysir. 


Who is 
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Q.—Mr. Curry, apparently, by the 
schedule had 90 shares? A.—Yes. 

Q.—Then, how was the price fixed 
for his shares? A.—In the same 
way as the others. 

Q.—What was the $500 for? A.— 
For his share of the stock. 

Q.—Was it for his shares or was 
it for the fact that he had to sell 
his shares and make way for this 
transaction to go through? A.—I 
don’t think that it was for the fact 
that he had to sell his shares because 
I believe he continued on in the com- 
pany. 

Q.—Just for a short time? A.— 
The fact of his continuation as a 
shareholder— 

Q.—I suppose that would show that 
he was there until they were ready 
to complete their Board, was it not? 
A.—Of course I cannot say. 

Q.—Mr. Curry, apparently, got his 
stock back, 50 shares at $25 a share. 
50 out of his 90. He sold the 90 and 
got back 50 at $25 a share? <A.— 
Yes. 

Q.—Did Mr. Curry ‘know what 
you were being paid? A.—I don’t 
think so. I don’t know. You would 
have to ask him that question. 

Q.—You did not tell him, at any 
rate? A.—I did nat tell "hin 

Q.—Who is “N. F. D.’’? A.—Pro- 
fessor Dupuis, of Kingston. 

—How does he come in this list? 
A.—He was one of our advisory di- 
rectors at Kingston. 


Q.—Did Mr. Stratton want his 
sharesP A.—I presume so. He 
bought them. 

Q.—Did he stipulate for them? A. 
—I cannot say that he did from re- 
collection. : 

Q.—Did any of these directors sti- 
pulate that his shares should be tak- 
en in by you? A.—Not of those di- 
rectors. 

Q.—Any of the parties that were 
in the Home Life? A.—No. 

Q.—Why was he included? A.—He 
was an advisory director, or a di- 
rector at Kingston, I am not sure 
which. 

Q.—Was he included then in the 
understanding that Mr. Stratton had 
with you that you were to get stock? 
A.—I presume he was. I don’t re- 
collect Mr. Stratton stipulating that 
Professor Dupuis should sell his 
stock in order to make the consolida- 
tion, if you want me to say~that. 

Q.—You would not pay this direc- 
tor $250 for nothing would you? A. 
—I don’t think it is reasonable to 
suppose that I would. 
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Q.—Then why did you pay’ him 
that $250, was it because you had 
to turn over that stock or not? A. 
—I certainly paid him $250 for that 
stock and I paid it over. But that 
it was obligatory, that I was obliged 
to do that by Mr. Stratton or by 


Professor Dupuis, I do not think - 


so. 

Q.—Or by any person else? <A.— 
Or by anyone else. 

.—Then can you say why you 
took his stock? A.—Except that it 
included all the directors that were 
here. 

Q.—Was he a Toronto director at 
that time? A.—Yes. 

Q.—Then he would be in the list? 
A.—Yes, he was in the list. 

Q.—How is it that he only got 
$250? A.—I presume that was the 
amount he asked. He had not been 
very attentive at the meetings; he 
was unable to come on account of 
his duties at Queen’s. He was satis- 
fied to take that for his stock. 


Q.—Did he make the proposition or 
did you? A.—He did. 

Q.—Who is ““T. H.?’? A.—Thomas 
Elliott of Brantford. 

Q.—Was Mr. Elliott a _ director? 
A Yes: 

Q.—Who was Mr. Elliott? A.—A 
Brantford gentleman. 

Q.—On the board of the Home 
Life? A.—Yes. 

_Q.—For how long? A.—I_ think 
since 1900 or 1901. I would have 
to refer to the minutes to give you 
the exact date. 


Q.—I would like you to refer. A. 
—He was appointed a director in 
1900. 

Q.—Did he attend directors’ meet- 
ings? A.—Yes, fairly regularly. 

Q.—How often? A.—Well, I think 
he attended nearly every meeting of 
the Board. 

Q.—How often would that be? A. 
—Quarterly. 

Q.—Probably four times a year he 
would attend the directors’ meetings? 
A.—Yes, and then he was frequently 
in Toronto and at some meetings of 
the Executive Committee. 

Q.—Had he been receiving direc- 
tors’ fees all the time he was a mem- 
ber? A.—From the time the com- 
pany began to pay directors’ fees. 

Q.—Didn’t it pay directors’ fees 
from 1900 on? A.—Oh no. 

Q.—In what year did it commence? 
A.—I will give you the information 
in a moment from the ledger. 

Q.—How was it Mr. Elliott had 
$1,875 worth of stock at $25 a share? 
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A.—I presume he had been buying 
stock. 

Q.—A recent purchase? A.—I 
could not tell you that. 

Q.—Did he stipulate for the $625 
in addition to his shares at $25? A. 
ENE 

Q.—How did you fix on that odd 
amount? A.—I think he fixed it. 

Q.—That is what he required? A. 
ay Ga 

Q.—Did he know of the transaction 
you were making? A.—I don’t think 
he knew of what sum was being paid, 
the $80,000. If he did he did not 
know it from me. 

Q.—He did not know what the 
$80,000 was, that the amount was 
$80,000, but he knew there was some- 
thing being paid, did he not? A.— 
IT did not see him at all. Mr. Elhott 
had been away and the transaction 
was closed by telephone or letter to 
Brantford. 

Q.—Then how was it Mr. Elliott 
was included in the list? A.—He 
was one of our directors, a Toronto 
director. 

Q.—A Toronto or Brantford direc- 
tor? A.—A Toronto director, al- 
though he was living in Brantford. 

Q.—Besides Toronto directors, 
what other directors had you? A.— 
The local directors, I think were Pro- 
fessor Dupuis and Thomas. Elliott 
and a Mr. T. H. Parker of Wood- 
stock. Then we had advisory direc- 
tors at other points. 


Q.—How was it Mr. Parker’s 
stock was not taken in? A.—Mr. 
Parker had previously sold his stock. 
He was not a director at that time. 

Q.—Then the other person here is 
Mr. Firstbrook, and you paid him 
$3,375 for one item of stock, did you? 
A.—yYes, I think that is right. 

Q.—‘'J. F.”’ in both places is Mr. 
Firstbrook? A.—Yes. 

Q.—Then below that you have $12,- 
475 stock and $11,150 in addition? 
A.—That $12,000 would be the item 
of my stock, would it not. 

Q.—What do you mean by your 
stock? A.—I sold 500 shares in 
round figures. Would not that be 
the item? That does not belong to 
Mr. Firstbrook. This is Mr. First- 
brook’s stock. 

Q.—What is that $120? A.—That 
is an odd sum paid on some stock 
that I held which was not fully paid 
up. The exact amount instead of 
$29,100 would be $29,220. ; 

Q.—Mr. Firstbrook’s stock was $3,- 
375 and be got $11,150. A.—Yes, in 
addition to that. 
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Q.—Paid by youP A.—Paid by 
me, yes. 

Q.—That was for commuting his 
agreement? A.—Yes. | 

Q.—And he thought that was less 
than the agreement would have been 
worth to him? A.—Yes. 

Q.—But you cannot assist us in 
saying how he arrived at a_ larger 
figure? A.—No, not accurately. 

Q.—Did Mr. Firstbrook know you 
were getting $80,000? A.—I don’t 
think Mr. Firstbrook knew what I 
was getting. 

Q.—Did he know that your agree- 
ment was being commuted in the 
same way? A.—He knew I was tend- 
ering my resignation and giving up 
my position. 

Q.—Did he ask you what money 
you were receiving? .A.—Never. 

Q.—He did not discuss with you 
what your agreement was worth? A. 
—No, I think not. 

Q.—Are you sure that he did not? 
A.—Well, I am sure enough to say I 
think not. 

Q.—Did you ever give him any 
figure that you thought your agree- 
ment was worth? A.—No. 

Q.—And you never told him that 
the $80,000 was being paid to you? 
A.—No. 

Q.—Can you explain why he did 
not ask you that? A.—I don’t think 
that Mr. Firstbrook had any special 
desire to know what I was getting. 

Q.—You think he did not care t@ 
know? <A.—I don’t think he cared 
to know, no. 

Q.—Did he ask you for more than 
$11,150? A.—It is $11,500, is it not? 

Q.—$11,150 it is here, in addition 
to the stock. A.—I think that is a 
typewritten error. 


Q.—You think possibly the $11,150 
should be $11,500? A.—Yes, I think 
that is a typewriter’s error in taking 
the figures off. 

Q.—Then was there any discussion 
as to the amount? A.—Between Mr. 
Firstbrook and myself? 

Q.—Yes? A.—Oh, we discussed it, 
yes. 
~ Q.—Did you offer a less sum than 
that? A.—No. 

Q.—How did you arrive at $11,500 
or $11,150? A.—By discussing the 
matter and taking Mr. Firstbrook’s 
estimate of the value of his contract, 
which he said was less than the actual 
value of it. 

Q.—Taking his own estimate? A. 
—Yes. 


Q.—And without dickering about 


the amount? A.—We discussed it, 
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Mr. Firstbrook and I, but there was 
no dicker about it. 

Q.—There was no counter proposi- 
tion by ‘your. .A.-—No. 

Q.—And in fixing it Mr. Firstbrook 
had no information as to what the 
real transaction was between you and 
the People’s? A.—dAs to the amount, 
I think not. 

Q.—Did you know an agreement 
was being made with Mr. McCutcheon 
by the new Home Company? A.— 
I had no knowledge of that. 

Q.—No knowledge of that at all? 
A.—Not at all. 

Q.—Did you know that the propo- 
sition was to add to Mr. McCutcheon’s 
salary of $5,000 a percentage of the 
annual premiums so as to pay this 
$80,000 to you? A.—I had no know- 
ledge of that at all. | 

Q.—No suspicion that that was be- 
ing done? A.—Not a particle. 

Q.—You did not know that this 
money that was paid to you came out 
of your own company of which you 
were Manager? A.—TI had no know- 
ledge of that. Absolutely none. 

Q.—Did you make any inquiry? A. 
—No, I made no inquiry. 

Q.—Where did you suppose it was 
coming fromP A.—I supposed that 
Mr. Stratton was buying our stock 
personally. 

Q.—Did you think Mr. Stratton was 
paying $80,000 over the $25 per share, 
just for the stock? A.—I thought 
so. I thought he was paying that 
for our business and the stock of the 
company. 

Q.—And he would be out the $80,- 
000 as far as the Home Life would be 
concerned? A.—I did not think so. 
We had a business of about 44 mil- 
lions of insurance and it certainly 
had some value. It had cost about 
$300,000. 

Q.—Did you think Mr. Stratton was 
going to add that $80,000 to the price 
of his shares because of the fine busi- 
ness that you had in the Home Life? 
A.—Well, because of the value of the 
combined business of the two com- 
panies, I thought the shares would 
represent a very large portion of 
what he paid. 

Q.—That is the 1,164 would be worth 
what? A.—Would be worth a very 
large portion of what he paid. 

Q.—What portion? Tell me what 
vou think the 1,164 shares of Home 
Life stock was worth with that amal- 
gamation agreement? A.—I thought 
it was worth from 200 to 250 for each 
100 paid in when I sold it. 

Q.—250 per cent.? <A.—Yes, I 
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would not have sold my stock for $25 
a share to anyone. 


Q.—You would not have sold it for 
what price? A.—I would not have 
sold it for double that price. 

Q.—You would not have sold it for 
$50 a share? A.—No. 


Q.—If you sold it for $50 a share 
you would pass outr A.—Not neces- 
sarily. The directors did not elect 
me on account of the number of shares 
I had, I don’t think. 


Q.—But if you sold your stock you 
could not remain a director? A.— 
I might cease to be a director, but 
there was no obligation on me to be 
a director in order to be Manager of 
the company? 


Q.—The agreement did not stipu- 
late for that? A.—I don’t think so. 

Q.—It says here, ‘‘Managing Di- 
rector.’’ That seems to be the posi- 
tion. As Managing Director or Gen- 
eral Manager. It uses that expres- 
sion P A.—Managing Director or 
General Manager. I don’t think that 
it was stipulated that I should be a 
director. 

Q.—What did you consider your 
services worth? A.—As Manager of 
the Company? 


' Q.—What is your time worth? A. 
—Well, I have received very large sal- 
aries and have been offered positions 
with very large salaries. IT don’t 
know whether I would be a good judge 
of the value of my services or not. I 
would rather not express an opinion 
as to that. 


Q.—Let us take you at your own 
price for the present without having 
really to make a binding bargain? A. 
—I would prefer not to answer that 
question, sir. 


Q.—What do you consider that your 
eight years of time that you escaped 
from rendering service to the Home 
Life Company was worth? A.—Do 
you think that would come separate 
gaye the 12 or 13 years I had work- 
ed! 

Q.—Let me ask you what you 
thought those eight years were worth? 
A.—I did not think I was being over 
paid in the contract that was being 
given me, if that is what you want. 


Q.—What did you consider the 8 
years of your time worth? You got 


$80,000 cash and you were released — 


from serving the company for eight 
years; what did you consider that 
worth? What did that represent? 
A.—I don’t know that I can answer 
that. I don’t want to give you an 
estimate. 


“you are? 
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Q.—You cannot add anything to the 
$80,000 for that? A.—I did not get 
$80,000, did I? 

Q.—Well, $80,000 was what was 
paid to you; you had to disburse some 
of that? A.—It was understood that 
Mr. Firstbrook’s contract would be 
terminated. 

Q.—Then let us take 11 or 12 thou- 
sand dollars out of that for Mr. First- 
brook, that would leave about $68,- 
000 for you. Now what will you add 
to that to represent the time that you 
were bound to serve the company to 
get it? A.—I don’t know what sal- 
ary I would get for my services now. 
I am not a young man now; I was 
when I started with the company. 

Q.—You are just about the same 
age that you were in 19052 A.—Oh, 
quite so, I have not grown only a 
year older in that time. 

Q.—Then what would you fix it at 
your age? A.—I don’t think I could 
give you an estimate Mr. Tilley. I 
don’t know what my services would be 
worth to anyone. 


Q.—What position do you hold now? 
A.—I am President of three railway 
companies, if that is what you refer 
to. 

Q.—I refer to what your business is? 
A.—Well, that is all. I occupy the 
position of President of the Board of 
three small railways. 

Q.—Are you paid a salary? <A.— 
None at all. 

Q.—On what basis are you giving 
your time nowt A.—Well, 1 have an 
interest in common with some other 
gentlemen in those enterprises, that 
is all. 

Q.—And there is no stipulation for 
any remuneration for you by the 
year? |A.—None whatever. 

Q.—No understanding at all? A. 
—-Notatvall, 

Q.—Are the other parties giving 
their time to it in the same way that 
A.—They are, yes. 

Q.—So that you are all equally con- 
tributing in that respect? A.—We 
are not equal holders, but we are all 
contributing to the best of our ability. 

Q.—And whatever benefit is derived 
from your work you reap it in the 
shares in which you are interested in 
the proposition? A.—yYes. 

Q.—So that there is nothing in con- 
nection with that transaction that can 
help us? A.—Not to fix a value. 

Q.—What salary would you take to 
manage an insurance company if a 
proposition was made to you now, Mr. 
Pattison? A.—I don’t think IT would 
accept a position as Manager of an 
insurance company at any salary. 
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Q.—Why not? A.—I wouldn’t care 
to go into the work again. I have 
had 13 or 14 years of it. 

Q.—You have had 13 or 14 years of 
work and you feel that you have 
come somewhat to the resting point? 
A.—Well, I don’t think I would care 
to undertake the building up of an- 
other life insurance company. 

Q.—Do not take a company that 
has to be built up; take one that is 
on the full swing of prosperity, the 
Home Life or any other company 
that you would choose. What would 
you take for your services? A.—I 
would not care to go back into life 
ane peat re 

.—I'he Home Life? A.—No 
the Home Life now. rye 

Q.—Will you tell me what you 
would accept to manage the Home 
Life for the next 8 years? A.—I 
would not go back into insurance 
again. 

Q.—Was that the feeling you had 
at the time you commenced negoti- 
avee with the People’s? A.—Not at 
all. 

Q.—What feeling had you then? 
A.—In respect to a continuation of 
the work, do you mean? 

Q.—Yes? A.—I had consecrated 
my best efforts, whatever they were 
worth, to the »~huilding of that com- 
pany and wre pae stayed with it 

ong as ived to m 
yO. aa is all. rad ka 
-—Were you anxious to give up 
the work of life i 
San eee e insurance at Uh 

Q.—But since you have got awa 
from it, you have no dour to so 
back? A.—I have gone out of the 
ae ae :. had tried to build up 

n o not wan 1 i 
penee oie t to start in again, 

(Adjourned to 2 oclock.) 


AFTERNOON SESSION. 


Resumed at 2 P.M. S 
11, 1906. ze SORE 


MR. TILLEY: With your Honor’s 
permission I will call Dr. Briggs now 
who wants not to be kept long, and 
Mr. Pattison cau probably stand 
aside for awhile. 


WILLIAM BRIGGS, D.D., sworn, 
examined by 


MR. TILLEY: Q.—You were a di- 
rector of the Home Life Company 


when Mr. Pattison was the Manager? 
A.—Yes. 


Home Life Ass’ce Co. 
(William Briggs D.D., Ex’d.) 


Q.—Do you remember how long 
you were a director? A.—I think the 
end of 1899. 

Q.—Down to 1905? A.—Yes, to 
the time of the amalgamation. 

Q.—Did you take any part in nego- 
tiating the amalgamation? A.—Not 
the slightest. 

Q.—Who did that so far as you 
knew? A.—So far as I knew it lay 
with the Manager, Mr. Pattison and 
the Vice-President, Mr. John First- 
brook, and I sunnose similar officers 
of the People’s Life. 

Q.—But for the Home Life they 
ee the persons that negotiated? A. 
—Yes. 

Q.—Then did you discuss the agree- 
ment that was drawn up between 
the company on many occasions in 
Board meetings? A.—The  agree- 
ment between the two companies? 

Q.—Yes? A.—I cannot recall that 
we discussed them at any time. 


Q.—Did you know the terms of the 
agreement? A.—No; If I might add 
a word you see when I went there I 
was comparatively a new director 
and the agreement—do you refer to 
the contract or the agreement be- 
tween the two companies? 

Q.—I refer to the agreement or 
contract, whatever you call it, the 
agreement whereby they amalagam- 
ated? A.—I know nothing of that. 


Q.—You were present at the meet- 
ing when it was approved? A.—Yes. 

Q.—Did you know the terms of it? 
A.—No. . 

Q.—Did not you make any = en- 
quiry as to the terms? A.—The state- 
ment was made by those in whom we 
relied for expert knowledge that it 
was an advantageous amalgamation, 
that the volume of business that 
would be gained would be a volume 
of business at a much less cost than 
by individual companies. 


Q.—You said that was the inform- 
ation you got from the persons on 
whose expert knowledge you relied? 
A.—Yes. 

Q.—Do you mean any person other 
than Mr. Pattison and Mr. First- 
brook? A.—Only those. 


Q.—You relied entirely on_ the 
statements made by the Vice-Presi- 
dent or President, whichever Mr. 
Firstbrook was at the time, and the 
Genera Manager? A.—Altogether I 
id. 

Q.—And you were prepared to sanc- 
tion the agreement on their state- 
ment? <A.—On their statement. 
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Q.—Was the agreement adopted 
by your Board before you had agreed 
to sell your stock to Mr. Pattison, or 
was it all part of the same arrange- 
ment? A.—I cannot recall particular- 
ly that point. 

Q.—You remember that you sold 
your stock to Mr. Pattison? A.— 
Yes. 

Q.—Did you arrange that with Mr. 
Pattison? A.—Yes. 

Q.—What was he to pay you for 
your stock? A.—It took some weeks 
to bring that negotiation of the gale 
of stock to a conclusion, because I 
had no wish to sell the stock; I gath- 
ered that getting so much volume of 
business at a cheaper rate would en- 
hance the value of the company in 
which that stock was. 

Q.—Did you take that position, 
that you did not want to sell your 
stock? A.—Strongly. 

Q.—And did you understand that 
your stock must be sold along with 
the other directors’ stock before the 
agreement could be carried through? 
A.—Oh no, I did not get that idea. 


Q.—Why did you sell? A.—Simply 
because the others were selling; I 
understood that, Mr. Tilley; and I 
would be left I suppose alone in that 
matter, and I thought I would let 
it go at last, although when I sold 
that stock I had no intention of put- 
ting the proceeds into any other com- 
pany not for a moment. 


Q.—When you sold the stock is it 
fair to say you had arranged that 
you would buy fifty other shares from 
the People’s Life or from Mr. Strat- 
ton? A.—Oh dear no. 


Q.—Did you buy 50 shares? A.— 
You are speaking of the present com- 
pany? 

Q.—Yes, it is the same Company? 
A.—No, the two are absolutely inde- 
pendent of each other so far as my 
transactions went. 


Q.—Explain what you mean? A. 
—That is to say, when Mr. Pattison 
bought from me my stock there was no 
condition written or spoken that I 
was bound in any way to buy stock 
in the new company or in any other 
way. 

Q.—Was there an understanding 
you could get the new stock if you 
wanted? A.—I cannot speak posi- 
tively as to that. 

Q.—At any rate you bought the 
50 shares again? A.—Yes. 

Q.—What did you pay for them the 
second time? A.—I paid for them 
the same as for the old company. 
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Q.—That is the $1,250? A.—Just 
so 

Q.—You knew that that was 50 
shares in the same company? A.—In 
a new company. ; 

Q.—It was in the old Home Life? 
A.—yYes, with a 

Q.—With a new company added to 
the People’s Life? A.—Yes, but the 
directorate would be part new and 
part old. 

Q.—But the capital stock was the 
same, it was still the Home Life Com- 
pany? A.—They christened the amal- 
gamated Company the Home Life as 
a better name than the People’s 
name. 

Q.—That is they kept the Home 
Life? A.—The name. 

Q.—As a going concern? A.— 
Yes. 

Q.—What did you get for your 
stock when you sold it to Mr. Patti- 
son? A.—I got $1,750. 

Q.—What did you nay for the 50 
shares from Mr. Stratton? A.— 
$1,250. 

Q.—What did the $5,000 repre- . 
sent? A.—Simply that I was pressed 
to sell that stock and could get that 
price, and I want to be there very 
emphatic on this, because there is 
something delicate in this matter: I 
had at that time no condition of 
agreement in any way that I wished 
to join or buy any shares in, if you 
will allow me to call it, the new 
company; none whatever. 


Q.—Calling it a new company does 
not make it a new company A.— 
No, but I call it that. 


Q.—You sold at the $1,750  be- 
cause Mr. Pattison wanted the 
shares if you could get that price? 
A.—Because he pressed me _ to sell, 
and I could get that price. 


Q.—Did you know out of what 
fund he was going to pay you $500 
over and above the $1,250? A.—No 
knowledoe whatever. 

Q.—Did you know he was getting 
$80,000? A.—Let me give an answer 
to that, I knew no more of that $80,- 
000 till I read it in the papers, the 
morning paper of the day after you 
examined Mr. McCutchean, and he 
stated the $80,000; that $80,000 came 
to me there and then, and there and 
then only; I never knew any definite 
sum. 

Q.—But you knew there was a sum 
paid? A.—I cannot tell there was 
even a sum paid, I know that there 
was a contract and they were commut- 
ing the value of that contrac’. 
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Q.—For Mr. Pattison and Mr. First- 
brook? A.—Yes, but what amount, 
how. long that contract lasted, the 
length of it, I could not tell, the terms 
of it are not in my mind and what 
amount of money they would get for 
its commutation value I never knew, 
and bye the bye it was said about my 
being consulted in this matter; now, 
it is only right to me to say that Mr. 
McLaughlin and Mr. Warren said to 
me this morning that Mr. Stratton 
wanted that corrected. I never con- 
sulted a human being for a moment, 
no human being consulted me. 

Q.—About whatP A.—About $80,- 
Q0U, or any definite sum. 

Q.—Ilf any statement of that has 
been made it must be under some mis- 
apprehension? A.—I impute no evil 
intent, but it certainly conveys a 
wrong meaning. 

Q.—Would you have agreed to $80,- 
000 if you had been consulted? A. 
—You see I could not answer that 
question with an insurance knowledge, 
l am not an insurance expert just as 
to what it would be worth; if you 
want a frank answer the sum astonish- 
ed me. : 

Q.—Could you give some indication 
of what sum you thought was passing 
between the parties? A.—I really 
could not. 

Q.—Half that sum? 
thought half that sum. 

Q.—Or quarter of it? A.—In my 
mind, you mean just passing in my 
mind? 
 Q—yYes? A.—I said to a friend 
I remember at the corner on the street 
one day, ‘‘Now, these brothers de- 
serve something in the way of com- 
mutation, these co-directors,’’ and 
says I ‘‘Why, they may get $20,000.”’ 
“Oh no,’’ he said, ‘‘they will not get 
that,’’ but that is the remark of a 
non-insurance man, uot connected with 
the Home Life or the People’s Life. 


Q.—If you were discussing that in 
that way why not ask Mr. Pattison 
what he was getting, why not inform 
yourself of the real transaction? 
—Because none of the directors asked 
that, it seemed to be a purely per+ 
sonal matter between four men. 

Q.—Did not you know that $80,000 
was coming out of the Home Life? 
A.—No sir. 

Q.—You know now it is? A.—I 
know now it is from the papers, and 
from your remarks and your examin- 
ation, but I never knew that eighty 
cents of that $80,000 came from the 
Home Life. : 

Q.—It is shown here by the min- 
utes that a new agreement was made 


A.—I never 
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with Mr. McCutcheon and besides his 
salary of $5,000 the agreement pro- 
vided that he should be paid 5 per 
cent. on the premium income of the 
company up to $11,100 a year—you 
know that now? A.—I knew that, 
at the same time only when I knew 
about the $80,000. 

Q.—That is from the evidence?P, A. 
—That $11,100 came as much of a re- 
velation to me as the other. 

Q.—That is to say $11,100 for ten 
years would be $111,000? A.—I did 
not sum it up or go into the arith- 
metic. 

Q.—That is. what it would amount 
to? A.—Certainly it would. 

Q.—Were you present when that 
agreement was adopted? AL ee og 
an agreement as that never passed 
under my eye. Perhaps I was not 
present at the meeting, I never saw 
its 

Q.—I notice that the agreement ap- 
pears to have been passed when you 
were there, a meeting held on the 
13th October, 1905, at half past two 
in the afternoon, that was the meet- 
ing at which the main agreement was 
adopted, and then following the main 
agreement, ‘‘Moved by Mr. King, sec- 
onded by, Mr. Curry, That the proper 
officers be authorized and instructed 
to sign .the. memorandum of agree- 
ment dated 13th October, 1905, be- 
tween the Home Life Association of 
Canada and Mr. J. K. McCutcheon, 
as Managing Director of that Com- 
pany;’? then the agreement is _ set 
out in full in the minute; and then 
there is a motion to adjourn made 
by Mr. Warren, seconded by you. 
Those minutes then are said to have 
been read at the next meeting when 
you were also present, and they were 
confirmed, and then signed by Mr. 
Stratton on the 19th October? A.— 
Perhaps they were very long min- 
utes— 

Q.—No, not very long, just the two 
agreements were ratified? A.—That 
item of $11,100 never caught my 
mind’s attention. 

Q.—Do you think it is proper that 
that $80,000 should be included in 
that agreement of Mr. McCutcheon’s 
in that way and paid by the Home 
Life? A.—You see you ask me a 
question that really in an expert sense 
IT cannot answer. 

Q.—You are a director of the com- 
pany, as a director what would you 
sav P A.—Repeat it again. 

Q.—Do vou think it was proper that 
that $80,000 should be added to Mr. 
McCutcheon’s contract the way it was 
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and paid out of the renewal commis- 
sions of the Home Life? A.—TI think 
if it had been brought to our atten- 
tion or my attention—my co-directors 
will speak about that—I certainly 
would have objected to it. 

Q.—But you have no recollection 
of it at allP A—No. I want to 
be more emphatic still, I query with 
all my might if such a statement was 
uttered by the tongue or any paper 
passed before the eyes of the directors. 

Q.—Can you say it was notP A. 
—No, I cannot, because that may be 
read quickly as a legal document, as 
we read them, it is just the usual, 
‘‘Whereas’”’? of lawyers, and we would 
not pay much attention to it. 

Q.—And it might be—mind you I 
am not saying there is anything mor- 
ally wrong in the matter—but I do 
say this, that that item of $11,100 is 
as much a surprise and a revelation 
and as astonishing to me as_ the 
$80,000. 

Q.—You realize now I suppose that 
the $500, the difference between the 
price you got for your stock and the 
price you paid them again, came out 
of that $80,000? A.—I thought that 
$80,000 was to be paid by the buyers. 
If the People’s Life paid that sum 
why did not they pay it? 

Q.—They pay it to Mr. Pattison 
and then Mr. Pattison buys your 
stock and uses that $80,000 to give 
you the $500 increase in your stock, 
that is your $500 comes out of that 
payment of $80,000? A.—That is all 
news to me. 

Q.—But you did not inquire at the 
time it was going through what Mr. 
Pattison was getting or how he was 
able to pay you $500 over the par 
value of the stock? A.—No; I sup- 
posed he was acting in trust for an- 
other; but Mr. Tilley, if I might say 
so, | want to make a clear separation 
between mv selling of one and the 
buying of the other; it was only when 
by pressure of friends who were share- 
holders of the old company, if you will 
allow me to call it the old Home, that 
way, that I consented to be a direc- 
tor in the present Home Life Com- 
pany. TI had no intention whatever 
when I sold the stock of having any- 
thing more to do with the matter. 
Tt was, ‘‘Here is a price I can get 
for that, the People’s Life, getting it 
at about $48,900, that is about 25 
per cent. instead of 75, and is such 
a gain that the stock would go up, 
and it would be worth what | got for 
rare 

Q.—But did not you know as to 
the payment of $48,900 that there 
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was another $48,900 payable in instal- 
ments of $6,850 a year for ten years? 
A.—No, in addition to the $80,000? 

Q.—In addition to the $49,0007 A. 
—Altogether apart from the $80,000? 

Q.—Altogether apart from the $80,- 
000, did you know that? A.—No. 

Q.—Half the payment for the busi- 
ness of the People’s Life was made 
in cash and then the Home Life stock 
bought with it, and then the other 
half was payable in ten instalments 
of $6,350 a year, so that altogether it 
amounted to just double the sum you 
speak of? A.—I did not know that 
that would have to be repeated. Here 
is a grand business bought for $48,- 
900, you could not get it through or- 
dinary agents with their high com- 
missions and therefore it is so much a 
grand gain in the way of accumula- 
tion or added business, and therefore 
in all conscience that is about the 
right price for the stock | am sell- 
ing, and it was offered to me, and I . 
do not think I took the attention of 
Mr. Pattison one minute as to the 
price he would pay me. 

MR. KENT: Were all the minutes 
of the different meetings read to the 
meeting or were they simply explain- 
ed by the party in charge of the min- 
ute book—we know it very often hap- 
pens minutes, particularly if they are 
long, and for some other reasons are 
not read from beginning to end, but 
simply explained? A.—It is this 
way, they will say, ‘‘This is a very 
long minute; I will give you a gist 
of it;’’ that is done sometimes. 

Q.—Was it done in these cases? A. 
—I do not know in these particular 
cases, it has been done at several 
meetings. 

MR. TILLEY: Q.—Did you know 
the terms of the contract between the 
Home Life and Mr. Pattison, that is 
of the old Company, as you describe 
it? A.—No; you see when | went in 
that contract was an old contract, in 
existence, and I said, ‘‘Now, the old 
directors have agreed on this, and 
therefore there is nothing unwise or 
wrong about it,’’ and I never queried 
that. 

Q.—And the same way with Mr. 
Firstbrook’s contract? A.—yYes. 

Q.—Mr. McLaughlin would like to 
know whether you ever looked up the 
agreements to see the basis of the re- 
muneration or the terms of the con- 
tract? §A.—Personally I never did. 
because Mr. Thomas Elliott, a_ still 
later director than myself, who is liv- 
ing in Brantford, he did so by word 
of mouth and by more than one let- 
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ter. I says ‘‘He is getting this in- 
formation and there is no use two do- 
ing it. I think he got the informa- 
tion just about the time the amalga- 
mation was. 

Q.—What information was he ask- 
ing for? A.—The percentages of the 
contract and the length of time of 
the contract and all particulars. 

Q.—There would be some corres- 
pondence with Mr. Elhott about that? 
A.—I know the correspondence went 
to the Manager or the President Mr. 
Pattison, and also correspondence, I 
think personal or official, to Mr. John 
Firstbrook from Mr. Elliott. 

MR. McLAUGHLIN: Did Mr. 
Elliott inform you? A.—He inform- 
ed me, and he informed me then too. 

MR. TILLEY: So that you did 
know it at this time? A.— Yes. 

Q.—Was there any correspondence 
between you at this time? A.—Sim- 
ply he was doing his best to get that 
information, because friends in Brant- 
ford knew of it. 

Q.—You have already said that you 
understood that the purchasers were 
dealing with Mr. Pattison about com- 
muting his contract and Mr. First- 
brook’s contract? A.—In my mind 
1 said, ‘‘Here ‘is a contract, if you 
call it, and there is a commutation 
value to it; these four men are deter- 
mining what it is worth—’’ 
. MR. McLAUGHLIN: Q.—You un- 

derstood that? A.—I understood just 
in my own way of thinking, not that 
any one told me. 

Q.—But still you understood it? A. 
—Yes. 

Q.—And you never inquired as to 
the amount? A.—No, I do not think 
I ever did, no one ever told me any 


way. ‘ 

MR. TILLEY: Was the contract 
with Mr. McCutcheon there for you 
to read, if you had wanted to read it? 
A.—I never saw it on the table. 

Q.—Would you say it was not on 
the table? A.—Perhaps that is go- 
ing further than my observation would 
be—let me give you another word, I 
do not think it was on the table. 

Q.—Was the minute available? A. 
—Yes, the minute book would be 
there. 

Q.—You could read that if you had 
wanted to? A.—Yes. I have no 
doubt. 

Q.—If you had asked to have the 
minutes read in full would they have 
been read in full? A.—Yes. 

Q.—You never took the trouble to 
investigate the matter further than 
you have told us? A.—No, never 
took the trouble to investigate con- 
cerning the contract; Mr. Elliott 
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went into that as fully as any one 

could, and con cerning the $80,000, I 

do not think any of the directors 

knew about that; it seemed to be a 

personal matter concerning the 

$11,100; it came as much a bolt from 
the blue as the $80,000 to my mind. 

Q.—Did you understand that Mr. 
McCutcheon’s new contract had any 
relation at all to the old contracts 
with Mr. Pattison and Mr. First- 
brook? A.—Such a thought I never 
heard in the Directors’ Board. I 
have not been clear, but my memory 
does not carry details very well. 

i JOHN S. KING, sworn, examined 
y , 
MR. TILLEY: Q.—yYou are a Vice- 

President of the Home Life now? 

A.—Yes sir. 

Q.—Were you a Vice-President of 
the Home Life before the amalgam- 
ation with the People’s? A.—Yes 
sir. 

Q.—Did you have anything to do 
with the negotiations leading up to 
eee amalgamation agreement? A. 
==No. 

Q.—You left that to Mr. Pattison 
and Mr. Firstbrook or Mr. Pattison 
only? A.—Mr. Pattison I think prin- 
cipally. 

Q.—You looked to him to carry on 
the negotiations? A.—I considered 
he was carrying on the negotiations. 

Q.—Did you know Mr. Pattison had 
a contract with the old Home Life 
which had some ten years to run? 
A.—I knew he had a contract, how 
long to run I was not familiar with. 

Q.—Did you know it was a long 
contract? A.—I knew it was some 
years to run. 

Q.—Did you know Mr. Firstbrook 
had? A.—Yes. 

Q.—Did you know the payments 
that were to be made with these 
gentlemen under that contract were 
to be commuted? A.—You mean— 

Q.—That they were to have a pay- 
ment made to them to _ reimburse 
them for the loss they would sustain 
under the contracts? A.—No, I did 
not know; no one ever told me that, 
I assumed that if they had contracts 
that they would be commuted on some 
basis. 

MR. LANGMUIR: But as Vice- 
President you never inquired? A.— 
I do not think I ever made an en- 
quiry direct; it would be a sort of 
understanding. 

Q.—You are the Vice-President of 
the Company? <A.—Yes. 

Q.—And you did not consider it 
worth while to enquire what was go- 
ing on? A.—I did not enquire what 
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the details of the arrangement were, 
I did not know, I assumed 


MR. TILLEY: You knew Paitti- 
son was going to be paid some money, 
didn’t you, for himself? A.—Per- 
sonally? 

Q.—Yes? A.—No. 

Q.—You say you knew he was. go- 
ing to get some benefit on account of 
it? A.—I assumed he was. 


Q.—And you assumed that Mr. 
Pattison was going to get some finan- 
cial benefit to himself? A.—I did, I 
assumed that. 

Q.—Did you think it was right to 
leave the carrying on of the negotia- 
tions on behalf of the company of 
which you were Vice-President with 
the Manager who you knew was get- 
ting some personal consideration out 
of the transaction should the in- 
terest of the company be entirely en- 
trusted to a man who had personal 
interest— A.—I looked upon it large- 
ly as a personal matter. 

Q.—Did you look upon the whole 
aftairs of the company as something 
that could be thrown in with his 
personal interest? A.—No. 

Q.—To what extent did you in any 
way inform yourself as to the real 
transaction between the parties? A. 
—I simply deemed that Mr. Patti- 
son was carrying on the _  negotia- 
tions, and the question of his per- 
sonal benefit I did not consider seri- 
ously, I did not know what it was, 
and did not know it was anything 
like the figure that had been men- 
tioned, and the principal thing we 
were discussing was whether it was a 
good thing for the company and 
the policyholders and stockholders. 

Q.—If you had known that the sum 
was as large as you now find it to be 
would you have consented to the ar- 
rangement going through? A.—I do 
not think I would have. 

Q.—Does not that show the import- 
ance of watching the transaction your- 
self and see what it is? A.—The 
transaction was never presented to 
us. 

Q.—You sanctioned it? I think 
not, sir, any Board meeting or any 
Association where the $80,000 was 
mentioned we did not, I do _ not 
think you will find my _ record of 
that. 

Q.—The $80,000 was never men- 
tioned until it was mentioned in the 
witness box except between the per- 
sons who were paying it, and getting 
it, that is admitted all round; you 
sold your stock? A.—yYes. 
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Q.—At the time you sold it had 
you the chance of buying the same 
number of shares again? A.—wNo. 

Q.—When did you get that chance? 
A.—I could hardly call it a chance, 
because there was stock on the market 
I could have bought at any time at 
this figure, or less. 

Q.—At $25 a share or less? A.— 
Yes. 

Q.—At what lower figure could 
you have-bought it? A.—Never made 
enquiries. I have seen it quoted at 
twenty, but whether it could be al- 
livered at that I do not know. 

Q.—You knew you could always 
buy it at twenty-five? A.—I felt 
that could be done. 

Q.—You cannot always sell it at 
25? <A.—I never tried, but I pre- 
sume it would be more difficult to 
sell at 25 than buy at 20. 

Q.—What were you paid for your 
stock? A.—There were 50 shares 
amounting to $2,000; the total value 
I got for my interest was $2,000. 

Q.—That is you got $1,250, which 
would be $25 per share of the stock, 
and $750 besides? A.—Yes. 

Q.—How did you fix on the $750? 
A.—There was a portion of that 
computed cn the basis of what the 
other directors were getting. 

Q.—Who told you what the other 
directors were getting? A.—I under- 
stood that from Mr. Pattison, that 
that was about the price or valua- 
tion of the others. 

Q.—Did you understand that from 
any others? A.—I think it was gen- 
erally discussed, I do not think there 
was any secret about it. 


Q.—About what each was. get- 
ting? A.—yYes, there was nothing 
definitely understood that was the 
price fixed—the difference was made 
up in this way, there was an annuity 
—the $750 instead of the $500 was 
simply a payment of an understand- 
ing of an annuity to me personally 
that was due me. 

Q.—What are you referring to now? 
A.—When Mr. Harcourt the  pre- 
vious President retired from the 
Company he was voted an annuity of 
about $300 a. year; when, Mr. First- 
brook took his position he was not 
voted anything on account of the 
contract he had as Chairman of the 
Executive; therefore it was agreed 
and understood mutually that that 
annuity to the President should be 
paid to me on account of several 
years I have been in there. 

Q.—Who was that agreed between, 
between you and Mr. Pattison? A. 


INSURANCE. 2111 


SESSIONAL PAPER No. 66 


64th day, September 11, 1906. 


—Mr. Pattison, Mr. Firstbrook and 
myself, three practically, I do not 
think you will find it in the minutes; 
it was generally discussed broadly ; 
that was never paid or insisted upon, 
but when there was practically a 
transfer of the company I thought it 
an opportune time to adjust that 
matter. 

Q.—That accounts then for the $250 
extra on your amount? A.—Yes. 

Q.—If you had understood Mr. Pat- 
tison was getting $80,000 it would 
have been more still? A.—I_ think 
so. 

Q.—How much would you _ have 
wanted for your share then? A.—I 
would not have wanted any more 
than would have been a fair divi- 
sion. 

Q.—When did you agree to buy 
back 50 shares? A.—It was two or 
three weeks afterwards. 


Q.—Oh no, because the very same 
day you were appointed Vice-Presi- 
dent of the new Company? A.— 
These negotiations, it may be accord- 
ing to the minutes, the same day, 
but negotiations were going on be- 
fore that. 

Q.—And delayedP A.—Yes. 


Q.—Was it delayed for any special 
reason? A.—No, there were reasons 
they were not completed through Mr. 
Pattison. I do not know. 


Q.—At the time you actually trans- 
ferred your stock and resigned your 
position you knew that you would get 
50 other shares from Mr. Stratton or 
his company? A.—Not at all. 


Q.—Not when you resigned? A. 
—No; I was visited twice by Mr. Mc- 
Cutcheon to invite me to go on the 
Board, and the first time I declined 
because I had been in insurance I 
thought long enough, and had _ lost 
enough money and spent a good deal 
of time, but he represented the ad- 
vantages of the amalgamation in such 
a brilliant way and its future that 
I consented, but there was no deal 
that I should go on. 

Q.—The minutes show that? A.— 
They may. 

Q.—Here is your resignation signed 
on the 12th October? A.—yYes, I 
can explain this quite clearly. All 
this here occurred simultaneously ; 
when I speak of the time of the trans- 
fer I do not speak of the actual time 
this was all done, but the time it was 
approached and we agreed to do it. 

Q.—You are speaking of the time 
you agreed to resign rather than when 
you did resign? A.—Yes, all this 
practically occurred the same day. 
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Q.—You paid $25 a share for your 
new stock? A.—Yes. 

Q.—And you were loath to do it? 
A.—Yes, I would not have done it had 
it not been I thought the future per- 
haps look.d a little better than the 
past, and that the amalgamation was 
a beneficial one, and I believe it is 
yet. 

Q.—You would not have regarded 
that stock as being worth $25 a share 
unless the stock was improved by the 
amalgamation? A.—I think the amal- 
gamation made a great improvement. 

Q.—And without the amalgamation 
it was not worth $25 a share as a 
financial transaction? A.—As an. 
investor, not interested, I doubt if 
I would have paid $25, I am not sure 
though. 

Q.—Do you remember Mr. McCut- 
cheon’s agreement coming before the 
new Board when you were present as 
Vice-President? A.—Yes. 

Q.—Was it read? A.—I am not 
sure whether it was read in detail 
or not. 

Q.—Did you know there was a clause 
in it whereby he was to get $11,100 
a year? A.—Broadly speaking I 
understood that agreement with Mr. 
McCutcheon, was practically the same 
as Mr. Pattison’s agreement, it was 
you might say an assignment, tenta- 
tively the same agreement, that is 
the way it was put and understood: 
I could not go into the details of it, 
I do not know. 

Q.—Did you know that included in 
Mr. McCutcheon’s contract a_ provi- 
sion to pay back the money that had 
to be paid to Mr. Pattison on his 
agreement? A.—No, I did not know 
that. 

Q.—How did you understand it? 
A.—I assumed that that agreement, 
both his agrement and Mr. Stratton’s 
agreement, the assignment of the 
same that the increased business some- 
what. would compensate them for the 
money they paid. 

Q.—Compensate whom? At—Mr. 
Stratton and Mr. McCutcheon. 

Q.—So that you thought the com- 
pensation to them would come out of 
Mr. McCutcheon’s agreement? <A.— 
Mr. McCutcheon and Mr. Pattison, 
because they both had assignments of 
agreements. 

Q.—What agreement? A.—Did not 
Mr. Stratton have the assignment of 
Mr. Firstbrook’s agreement? 

Q.—We have not seen it yet, if 
there was such a document? A.— 
I do not know whether he did or not. 

MR. McLAUGHLIN: The docu- . 
ment has been put in. 
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MR. TILLEY: It all relates to the 
same agreement. 

MR. McLAUGHLIN: The actual 
assignment is to Mr. McCutcheon. 

MR. TILLEY: That is to say the 
old agreements were assigned to Mr. 
McCutcheon as well as the new agree- 
ments? 

MR. SHEPLEY: Have we those 
documents? 

MR. TILLEY: No. 

Q.—MR. McLAUGHLIN: It is all 
in the same agreement as to the stock. 

MR. TILLEY: Mr. McLaughlin is 
referring to the agreement whereby 
Mr. Pattison agreed to sell some 
stock and assign his agreement and 
Mr. Firstbrook’s agreement, but there 
was no formal assignment other than 
that. 

MR. McLAUGHLIN: No. 

WITNESS: I assume those agree- 
ments would compensate them for the 
exact purchase. 

Q.—You understand Mr. McCut- 
cheon’s agreement was to take the 
place of these old agreements? A.— 
Yes. 

Q.—And work out the payment of 
money in order to compensate them 
for what they would have, to pay un- 
der the old agreement? %A.—Yes. 

Q.—Then you knew your $750 was 
coming out of that money, that was 
the source? A.—Indirectly, Mr. Strat- 
ton was buying the stock and it was 
his personal money that bought it; 
how he could recoup himself, if jt 
were through this agreement it would 
be indirectly, I did not figure it out 
where— 

Q.—You understood it was coming 
indirectly in that way to you, didn’t 
you? A.—It never was presented just 
that way before. Mr. Stratton paid 
his personal money and gave his per- 
sonal cheque for the stock. Part of 
the money that was paid to me was 
a debt of the company pure and 
simple; the other part was an in- 
creased price I asked for my stock. 

Q.—Which the stock was not worth; 
that is to say you were getting money 
for stock in addition to what you were 
prepared to sell the stock for, there 
is no question about that? A.—No, 
IT cannot admit that for a moment. 
IT think not; I may be able to buy 
stock at a price, but my association 
and connection with the company I 
would not have sold Jess than $150 
to any one. 

Q.—Although you did not want to 
buv again in a better companv? A. 
—As an investment I do not think 
T would have; there were certain con- 
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nections there that I was relinquish- 
ing, I thought it was a good price, a 
fair value rather. 

Q.—Was any arrangement made 
with you as to how long you should 
be director when you were appointed 
by the Company, if you choose to call 
it such? A.—No. 


Q.—No understanding with you at 
all? A.—None whatever. 


Q.—You were not to take the place 
temporarily, but you were to be a per- 


manent director so far as you knew? 
A.—Yes. 


MR. KENT: I suppose we may as- 
sume you know that all these sums 
that have been paid or promised must 
be paid eventually by the policyhold- 
ers of the present Home Life Insur- 
ance Company? A.—TI cannot see it 
that way; these agreements, we had 
to have a manager, and we had to 
have other help, and we made cer- 
tain arrangements and contracts for 
the conducting of the business years 
ago, I assumed by the assigning of 
these contracts to the new President 
and Manager without increased cost, 
and with very much increased business 
was certainly a benefit to the stock- 
holders and the policholders, because 
they were contracting for a larger 
amount of business at a decreased ex- 
pense. Mr. Stratton is not drawing 
any moneys from the Home Life. 

Q.—You are getting away from my 
point; I asked you who is it that pays 
these expenses; let us assume they 
were perfectly legitimate, is it not a 
fact that it is the policyholder’ that 
pays the expenses? A.—AII expenses 
of the company are certainly paid by 
the premiums received of course. 

Q.—If you take twice as much out 
of the loading of the premiums as it 
is fair to take is it not a fact that 
the policyholder, and he only, pays 


the piper? A.—He pays simply _ 


what he agreed to pay on the policy, 
and the profits of the company are 
subject to its expenses from year to 
year. 

Q.—He agreed to pay a certain pre- 
mium for the privilege of sharing in 
profits; the agent never forgets to 
show him that these profits are going 
to be enormous; therefore he is led 
to take a policy with profits. He 
pays on the understanding that he 
will share in the profits; if the di- 


_ rectors or management of the com- 


pany pays out in expenses or other- 
wise sums which they had no right 
to pay out are not those sums paid 
indirectly by the policyholder—that 
is what I want you to admit? A.— 
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I think there is no doubt but what 
it reflects, the higher the expenses 
it would reflect upon the profit, but 
I do not think this can hardly be 
classed in that; I do not think with- 
out knowing positively, that if you 
think the company that’ has been run- 
ning as long and the total expenses 
paid for management under that 
agreement, and divide that into the 
years, that you will find that out of 
the way. 

Q.—You already stated a few min- 
utes ago that had you known this 
agreement for $80,000 was going 
through you would not have been a 
party to it, you would not have con- 
sented, therefore I am assuming you 
disapprove of that payment—if you 
approve of the payment it becomes 
another question? A.—Yes. 

Q.—It has been shown here that 
minutes of meetings where in import- 
ant matters were dealt with had not 
been read—that in itself I consider 
was a serious matter—one director 
after another stepped into the box 
and calmly acknowledged that at meet- 
ings at which he was present import- 
ant transactions may have been put 
through under his nose, and he does 
not know the first thing about it; 
then it is a question whether the pol- 
icyholder has not serious cause for 
complaint at the way in which these 
matters have been conducted— 

MR. McLAUGHLIN: Mr. King is 
evidently not a director of that kind; 
he evidently understood everything. 

MR. KENT: Mr. King said he did 
not know whether the minutes had 
heen read or not: he said had he 
known what was going through in con- 
nection with this $80.000 he would 
not have approved of it. 


WITNESS: I looked upon that as 
a personal matter between Hr. Strat- 
ton and Mr. Pattison. 


Q.—It is quite a personal matter 
because one pays and the other re- 
ceives, and the man that nave loads 
the amount on the policyholders of 
the Home Life, and gets it back from 
them; that is why I say the policy- 
holder—I won’t say he has a good 
cause to get back the monev, that is 
foreign to our business—I say he 
would have very reasonable cause for 
complaint because his policy is mort- 
gaced to pay back this $80.000. 

MR. McLAUGHLIN: There is this 
point that does not want to be lost 
sight of in this, that these contracts 
of Firstbrook’s and Pattison’s were 
made many years ago, and the obli- 
gation existed in the Home Life to 
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carry them out, assuming they are 
legal— 

MR. KENT: These contracts could 
have been read completely and fully, 
and every director present could have 
been made to understand them, and 
they would have understood them, 
and very likely would have passed 
them, and there might have been no 
mistake. 

MR. McLAUGHLIN: I agree with 
you there is no excuse for a director 
coming into the box and saying he 
sanctioned contracts that he did not 
read; but Mr. King is not in that 
position. Mr. King fully read the 
contracts and signed them in this case 
as Vice-President. Here is about 
$80,000 that was an obligation, whe- 
ther properly incurred or not, of the 
old Home Life Insurance Company, to 
Pattison and _  Firstbrook, and the 
Home Life Assurance Company are 
still paying it, there is no doubt about 
that. 

MR. SHEPLEY: Without knowing 


it. ’ 

MR. McLAUGHLIN: Not as far as 
any director who attended to his busi- 
ness like Mr. King is concerned; he 
fully knew it. 

FREDERICK DIVER, sworn, ex- 
amined by 


MR. TILLEY: What is your busi- 
ness? A.—Publishing business. 


Q.—You were a director of the Home 
Lifere @A7-—Yes: 

Q.—And you sold out your 50 shares 
of stock to Mr. Pattison? A.—Yes. 

Q.—And you got $2,500? #A.—Yes. 

Q.—$1,250 would represent the stock 
at $25 a share? A.—What I paid 
for it. 

Q.—Did you know that Mr. Potti- 
son was being paid $80,000 or any 
other sum? A.—No sir. 

Q.—You did not unlerstand he was 
getting paid anything? A.—No, I 
understood there was a deal between 
Mr. Stratton and himself to negoti- 
ate: the first proposition was to sell 
us the People’s Life. which we turned 
down, and then the next thing I 
heard, it was not from the Board I 
heard it, but I heard it outside that 
there were negotiations for buying the 
Home Life. 

Q.—That is the first transaction in- 
volved, the Home Jife taking over 
the People’s policies? A.—Yes, that 
was the idea. 

Q.—That transaction you say you, 
as one of the directors along with the 
other directors refused to entertain? 
A.—Yes. 
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Q.—Then you heard that the pro- 
position had taken a new _ shape 
whereby the management of the 
Home Life was to pass over to the 
People’s, was that right? A.—Well, 
to the management of the People’s 
Life. 

Q.—And to Mr. Stratton as Presi- 
dent and Mr. McCutcheon as Man- 
ager? <A.—I did not know Mr. Mc- 
Cutcheon at all, I just knew Mr. 
Stratton. 

Q.—You heard that on the street? 
A.—Yes sir. 

Q.—Who did you see about it then, 
Mr. Pattison? A.—I think I brought 
it up at one of the meetings there, 
I mentioned it at one of the meetings 
and when I got some information. 

Q.—What information did you get? 
A.—I was informed that there was 
something going on in connection 
with that. 

Q.—By whom? A.—By Mr. Patti- 
son. 

Something going on, is that all? 
A.—Yes. 

Q.—You got to that state of know- 
ledge? A.—Yes. 

Q.—What happened next’ then? 
A.—I think there was some question 
whether I would sell my stock. 


Q.—Who asked you whether you 
would sell your gtock? A.—Mr. 
Pattison. 


Q.—And then you knew he was go- 
ing on a little faster, I suppose? A. 
—Yes. 

Q.—What did you say to Mr. Pat- 
tisonP? A.—I was not anxious to 
sell. 

Q.—What did you say to him? A. 
—I thought that as the company had 
been in existence so long, I was one 
of the original, one of the first to go 
in the company, I thought we ought 
to be able to run our little company 
ourselves without selling out at all. 


_Q.—Is that what you told Mr. Pat- 

tisonP A.—Yes, I never told him 
personally, but I told the Board, I 
ee not in favor of selling out at 
all. 

Q.—What action was taken then? 
A.—It finished up that we sold out 
anyway. 

Q.—What was the negotiation 
whereby you reached the sum _. of 
$2,500? A.—Mr. Pattison came to 
my office and I think he referred to 
being a sick man, something like 
that, and that he thought he would 
like to get out of the business, and I 
told him that he could and it need 
not interrupt the business; if he was 
sick the business would go on. 
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Q.—Let us get to where he com- 
menced to talk the way you expected 
him to talk? A.—I cannot recall ex- 
cept that Mr. Curry came up and 
saw me one night at the Club and 
said the thing was practically closed 
and what would I take? I said I 
would take $2,500. 

Q.—Did you discuss with Mr. Cur- 
ry what Mr. Pattison was likely to 
get out of it? A.—wNo. 

Q.—You did not say anything like 
that at allP A.—No. 

Q.—Did he say that was more 
than he had got? A.—No sir, 

Q.—Was he asking you to fix a 
price? A.—Yes. 

Q.—Who was he representing? A. 
—Mr. Pattison. 

Q.—That is Mr. Curry came to you 
for Mr. Pattison to get you to fix a 
price and you said $2,500? A.— 
Yes. 

Q.—That was the first time you 
mentioned any amount you would 
take? A.—There were offers. 

Q.—What offers had been made to 
you? A.—I think the offers, I was 
informed, that some of the rest were 
getting $1,500. 

Q.—That would be $1,250 for stock 
and $250? A.—$250 bonus; of course 
I would not accept that. 

Q.—Was any intermediary offer 
made? A.—No. 

Q.—Who told you they were get- 
ting $1,500. Mr. Pattison? A.—I 
could not say that he told me—— 


Q.—Were you the last director who 
agreed to sell? A.—I think I was. 
I am sure. 

Q.—The ruling price was higher 
when it got to the last? A.—I sup- 
pose it was. 

Q.—That was the only reason you 
got more than the rest? A.—I guess 
that would be the way. 


Q.—Mr. Pattison apparently got 
it so near through that he could 
afford to pay you something more, if 
you had known it was $80,000 he 
would: not have got out so easy? A. 
—No, I think I would have tried to 
get more for it. 

Q.—Have you taken him to task at 
all about being so stingy in the mat- 
ter? A.—No, I have not spoken to 
him since about it. 

Q.—Was there any negotiation 
about your remaining as a director 
in the new company? A.—No. 

Q.—Did you get any other promise 
made to you at all than the stock? 
A.—No. 

Q.—Do you know whether there was 
any consideration to any members of 
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the old Board of Directors than the 
money they got? A.—No, I do not. 

_Q.—Were you there when Mr. Pat- 
tison’s original contract was put 
through? A.—I believe I am one 
of the signers of that contract. 

Q.—You are one of the Committee? 
A.—Yes. 

Q.—You are the gentleman who can 
tell us all about it? A.—I cannot 
tell you much. 

Q.—Why? A.—It was _ practically 
put before me. 

Q.—By whom? A.—I could not 
tell you who drew the contract up. 

Q.—That is in 1898? A.—That 
contract would be the one in which 
Mr. Pattison’s and Mr. Firstbrook’s 
is embodied— 

Q.—That is the 15 year contract? 
A.—I think that is the one. 

Q.—You say you did not discuss it 
with them before the meeting? A. 
—I was put on the Committee, I 
was added to the Committee; the 
other two agreed to the amounts and 
it did not look very large at that 
time, as we were not doing the busi- 
ness, 1t looked a very small amount at 
that time, and it struck me it was 
all right. 

Q.—That is you did not appreciate 
what the contract would mean at the 
end of five or ten years? A.—No, 
we were a small company at that 
time, and I was not versed in insur- 
ance business. 

Q.—Mr. King was on that Com- 
mittee with you? A.—Yes sir. 

Q.—And yourself and Mr. Hillock, 
I suppose Mr. Hillock had no more to 
do with it than the other two? A.—I 
do not think he had any more to do 
with it than I had. 

Q.—So that it was an arrangement 
that was practically shaped up by the 
Manager?, A.—I do not know who* 
shaped it up, I had nothing to do 
with it. 

Q.—Except to sanction it? A.— 
Yes. 

Q.—No portion of the commissions 
under these contracts, either of them, 
was ever paid to you? A.—Not a 
cent. 

Q.—Or any other director so, far as 
you know? A.—Not as I know of. 

DR. JOHN S. KING, sworn, ex- 
amined by 

MR. TILLEY: Q.—How long were 
vou a Director of the old Home Life 
Company? A.—From its organiza- 
tion. 

Q.—Was this report your report or 
Mr. .J. S: Kings’ report? 'A.—Mr. 
J. S. King’s. 


Home L-fe. (Dr. John S. King, Ex’d.) 


Q.—You knew then of Mr. Patti- 
son’s contract and Mr. Firstbrook’s? 
A.—Yes. 

Q.—Did you take any part in the 
gotiations? A.—I do not know any- 
A.—No. 

Q.—Mr. Pattison, so far as you 
know, carried on the whole of the ne- 
gotiations? A.—I did not know any- 
thing about who were carrying them 
on. 

Q.—You attended meetings did you 
not? A.—I did not hear any parti- 
culars at the Board as to the negoti- 
ations. 

Q.—What did you know about that, 
tell us the history of it? A.—Mr. 
Pattison told me that he was in com- 
munication with another Company but 
he could not give the name of the 
party with whom the Home Life 
would have negotiations, but later on 
would. 

Q.—That satisfied you did it, for 
the time? A.—Yes, we had nothing 
definite about that. 

Q.—There was no arrangement made 
then? A.—No. 

Q.—What happened after that? A. 
—In what way? 

Q.—What happened, the transac- 
tion was carried through, you have 
told us how you were informed that 
some negotiations were on but you 
were not told with whom? A.—Yes, 
I heard very little at the meetings. 
I heard that certain conditions of the 
business of the People’s Life, and the 
proposal was to take over that busi- 
ness, and then there was a counter- 
proposition, at least not a counter one 
altogether, but another proposition by 
which the management of the Peo- 
ple’s Life desired to secure a control- 
ling interest in the Home Life. 

Q.—So that was changed from a 
proposal that the Home Life should 
take over the People’s to an arrange- 
ment whereby practically the People’s 
were to take over the whole manage- 
ment of the Home Life? A.—That 
is what I understood, had a control- 
ling interest. 

Q.—Were you consulted with re- 
garding the terms of the re-insuring 
agreement between the Home Life 
and the People’s Life? A.—WNo sir. 

Q.—It was brought up at the Board 
and discussed, was it? A.—I don’t 
think it was ever discussed fully at 
any Board meeting. 

Q.—Did you ask as to the terms of 
the Agreement between the Home 
Life and the People’s? A.—No, I 
did not ask it, Mr. Pattison himself 
told me that if the present direc- 
torate were to sell out their stock 
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to the People’s Life they would have 
a controlling interest. 

Q.—That the People’s would? A. 
—Yes. 

Q.—Then you knew of that part of 
the arrangement that the Directors 
of the Home would sell their stock 
to the persons in control of the Peo- 
ple’s, and that would pass over the 
control of the Home Life to the Peo- 
ple’s? A.—He did not say we were 
to do so, he said if we did so. 

Q.—What was the proposition you 
heard to carry that through, were you 
asked to sell your stock? A.—TI said 
with reference to the stock, are we 
all expected to sell out? He said, 
“Well, you can do as you like about 
that; I don’t know as it is necessary 
for you to sell out if you wish to stay 
in.’ I said, ‘‘Is there any sum fixed 
or any term fixed as to what the stock 
should bring?’’? and he told me. I 
said ‘‘Are we all to receive— 

Q.—What did he tell you? A.— 
He told me the amount, the original 
$1,250 on the $5,000 stock would be 
increased by $500, we would get $750 
if we sold. ; 

Q.—Was that at a Board Meeting? 
A.—No. I did not hear any such 
propositions at the Board Meetings, 
and I said ‘‘Will they all get alike?”’ 
He said ‘‘Yes.’’ I did not decide 
then, but I decided the day before 
the matter was concluded. I told 
him that I had arrived at the deci- 
sion to sell my stock. He did not 
ask me to sell; he said I could do 
as I liked, that I would be all right 
he thought, in a new company. 

Q.—Were you assured that by any 
person else, that you would be all right 
in a new company? A.—I had not 
any assurance from anybody on that 
point just at that particular. moment. 

Q.—When did you get an assurance 
on that point A.—I could not tell 
you now. 

Q.—Before you transferred your 
stock? A.—No; I kept no memoran- 
dum of that, but I interviewed—after 
I found out that Mr. Stratton was 
the party with which he was dealing, 
J interviewed him to know whether 
there would be any change in the 
Medical Directorate. He said he had 
not given that any consideration. I 
asked him what proposition he thought 
would be carried out, whether they 
would bring over the officers from the 
new company into the Home Life. 
He said, ‘‘Well, we might have two 
Directors; you might stay and we 
might bring over the other one.”’ 
However, it was left over, that was 
a matter decided afterwards. It was 
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finally determined that I retain the 
position. 

Q.—Did you sell your stock before 
you had the understanding that you 
wire to keep your position? A.— 
No, I had my understanding that I 
would be Medical Director before I 
so'd my stock, and then said ‘‘I will 
sell my stock with the rest.’’ 

Q.—And you knew as to the ar- 
rangement between the two com- 
panies? A.—No. 

Q.—So that having satisfied your- 
self as to your own position and hay- 
ing got a bonus of $500 on the amount 
you have paid on your stock, you re- 
signed your position as a Director so 
as to let other Directors come in and 
put through the transaction without 
knowing what the transaction was? 
A.—I understood that all were to re- 
ceive the same addition to their orig- 
inal purchase. 

Q.—Who was to pay that? A.— 
That was to come from purchasing 
parties buying the stock. 

Q.—You did not know Mr. Patti- 
son was getting a lump sum which he 
was dividing around as compelled to 
in order to get in the stock? A.— 
[ presumed he was getting the same 
amount as the rest, because he said 
they were all getting equally. 

Q.—You ‘thought Mr. Pattison was 
getting $500 like the rest of you? A. 
—Yes. 

Q.—However, you had no suspicion 
he was getting $80,0002 A.—No, I 
had my suspicion about it afterwards 
when I thought the matter over that 
a man would not be giving up his 
salary and contract without getting 
something for it, but I did not think 
of that until after I sold my stock. 
I came to the conclusion that as the 
matter was undergoing such a change 
IT had no particular desire to be a 
director any longer if I could sell my 
stock at a good advance on what it 
cost me I would be very foolish not 
to do so. 

Q.—Did you cease to be a Director 
then? A.—Yes. 

Q.—Did you take fifty shares of 
new stock? A.—No sir. 

Q.—You do not hold any shares of 
stock in the new Company at all? 
A.—No. 

Q.—As to the moneys and the ar- 
rangement made between the Com- 
panies themselves you know  noth- 
ino? A.—No; 

Q.—And never made any enquir- 
ies? A.—I am down and out of it. 

Q.—On being satisfied yourself you 
let the company take care of itself? 
A.—I did not feel after I had dis- 
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posed of my stock that I had any 
reason to prosecute the enquiry furth- 
er, that in time I suppose | would 
find out a great deal I would like 
to know, and have found out a good 
deal. 

_Q.—Were you counting on an in- 


surance investigation then to get your’ 


information? A.—Well I don’t know 
what I was. 

Q.—You knew of course that on the 
new directors going in that they 
would be carrying through some ar- 
reugement between the two com- 
panies? A.—I would naturally sup- 
pose so, I did not know anything 
about it. 

Q.—You knew the transaction on 
one side would be the People’s Life 
and on the other side the Home Life? 
A.—I knew from Mr. Stratton that 
I could remain if I wished to. 

Q.—The transaction would be  be- 
tween the People’s Life and the Home 
Life, and you, as Director of the 
Home Life, got $500, and the promise 
of a permanent position, and you let 
the People’s Life put through a trans- 
action like that with this Company? 
A.—I did not give the matter con- 
sideration in that light; I gave the 
matter consideration that Mr. Strat- 
ton probably, may be with a syndi- 
cate of friends, had sufficient money 
to put up and purchase the stock, 
and that they would in that way 
have the controlling interest as share- 
holders. 

Q.—And the control would be worth 
to them eight or nine times $500? 
A.—I did not for the moment sup- 
pose there was any money to come 
out of the company to do it; I pre- 
sumed the Syndicate would raise the 
_ money. 

Q.—If you had insisted on being 
informed ag to these things’ before 
you let it go through you would have 
known that? A.—Probably I would 
not have been informed; I was _ in- 
formed of very little. 

Q.—Was it not the fact that you 
realized, and the other Directors 
realized that the full information was 
not for you, in the way that there 
was some transaction going on that 
you were not parties toP A.—Yes 
sir, I realized that fully. 

Q. —That all you people had to do 
was to be satisfied with giving up 
your stock? A.—I had nothing furth- 
er to be interested in. 

Q.—Except your position as a Di- 
rector? A.—I had given that up. 

Q.—I think you said you did not 
make any enquiry at all as to the 
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nature of the transaction from any 
person? A.—Nothing more than was 
casually mentioned to me. 

Q.—By Mr. Stratton? A.—I did 
not say so. 

Q.—By whom then? A.—I told 
you what Mr. Pattison said. 

Q.—By Mr. Pattiscn and Mr. 
Stratton; but you never asked Mr. 
Stratton for details of the transac- 
tion further than that? A.—No. 

Q.—Did you ask Mr. Pattison for 
further details? A.—I think any- 
thing I asked him for he told me 
with the exceptions of saying it has 
not gone sufficiently far that I can 
give you any further information at 
the present time. 

JAMES WALTER CURRY: Sworn, 
Examined by 

MR. TILLEY: Q.—You were a di- 
rector of the Home Life before the 
amalgamation? A.—Yes. 

Q.—For how long? <A.—I_ could 
not tell you, for some years, I could 
not just say how long. 

Q.—You were not in the company 
at any rate when the contract was 
made with Mr. Firstbrook and Mr. 
Pattison as a director? A.—I am 
satisfied I was not, I knew nothing 
about it at that time. 

Q.—That is 1898? A.—No, I was 
not. 

Q.—Can you fix the time when you 
first knew the details of those agree- 
ments? A.—I could not give’ the 
date, I know the question came up in 
the Board of Directors at one time 
and the contracts were asked for, 
and they were produced by Mr. Pat- 
tison, and that was the first I saw 
of them. 

Q.—Could you say to what extent 
you appreciated at that time what 
it might involve in some years, such 
contracts as this? A.—I saw that in 
some years if the company grew it 
was going to be a very valuable con- 
tract. 

Q.—Was any comment made about 
that? A.—I don’t know whether 
there was outwardly, I know 

Q.—Inwardly there was? A.—In- 
wardly there was. I think I did say 
something about Mr. _ Firstbrook’s 
contract. I am not quite sure as to 


that; it may have been only inwardly. 


Q.—The negotiations it is said were 
carried on with Mr. Pattison for the 
Home Life, and I suppose that is 
correct? A.—Which negotiations? 

Q.—That is with the People’ Ch ae 
—As far as I know. 

Q.—You did not carry on any nego- 
tiations with the People’s? A.—I 
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knew there were negotiations going 
on, but I had nothing to do with 
carrying them on. 

Q.—Nor settling the terms? A.— 
No. 

Q.—Any discussion you would 
have would be a casual. discussion 
with the parties who were negotia- 
ting? A.—That is the only discus- 
sion I had, and I did not ask for de- 
tails. 

Q.—Did you know the transaction 
that Mr. Pattison was making with 
the officers of the People’s Life or 
with the People’s Life? A.—I knew 
there was a transaction whereby Mr. 
Pattison was to give up his position 
in the Company, and was, as I un- 
derstood, to transfer his stock. 

Q.—Did you know he was to get 
something in »»yment for that? A.— 
I had not any doubt in my own mind 
he was to but I did not know the 
amount, nor did I ask. 

Q.—When did you first learn the 
amount? <A.—I did not learn the 
amount till I saw it in the newspa- 
per; that was the first I knew of the 
amount. 

Q.—That is since the enquiry com- 
menced? A.—Yes. 

Q.—Starting with that feature of 
it, knowing that Mr. Pattison had 
a personal transaction that he was 
putting through, as well as the Com- 
pany’s transaction, didn’t you think 
it your duty as a Director to en- 
quire into the arrangement that was 
being made? A.—I did not appre- 
ciate that he was dealing as a com- 
pany transaction; I presumed he 
was dealing as a matter personal to 
himself ; I felt he had a contract there 
that was of value to him and he 
had a contract with the Home Life, 
and I felt it was a matter he was 
dealing principally with as a personal 
matter, and I was pretty busy my- 
self at that time, and I don’t think 
I gave it very much consideration. 

Q.—You regarded the negotiations 
as principally with regard to his per- 
sonal position? A.—Having regard 
to his holding and his position. 

Q.—To what extent did you enquire 
as to the arrangement the Company 
was entering into? A.—In respect 
to the purchase of the insurance of 
the People’s Life? 

Q.—yYes? A.—I enquired into that 
closely because they were making a 
contract which would be to the detri- 
ment or to the advancement of the 
Home Life, and I made enquiry in 
regard to that, and amongst the in- 
formation which I received was in- 


6 EDWARD VII.; A. 1906 


Home Life Ass’ce Co. 
(James Walter Curry, Ex’d.) 


formation which was communicated 
to the Board once that Mr. Pattison 
had laid all the facts before Mr. 
Fitzgerald or Mr. Blackadar, I am 
not sure which, as to the transaction 
being one that the Home Life ought 
to enter into. 

Q.—Would not you rather question 
now about laying all the facts before 
Mr. Blackadar or Mr. Fitzgerald or 
any person else? A.—I do not pre- 
sume it is for me to question any- 
thing in connection with the matter. 

Q.—You are passing your opinion 
upon that, while it may have satis- 
fied you at the time do you think 
now that all the facts would have been 


- laid. before him? | A!—I don’t) know 


that I know the condition now in 
which the People’s Life was at the 
time, whether it was a good trans- 
action or a bad transaction. 

Q.—Can you say what the arrange- 
ment was? A.—I cannot. 

Q.—Did you ever know? A.—My 
recollection was that they were tak- 
ing over the whole amount of insur- 
ance for which they were to pay a 
certain lump sum of money. 

Q.—Do you know what the money 
was? A.—If my _ recollection is 
right it was some place in the neigh- 
borhood of $90,000; I may be wrong 
in respect of that. 

Q.—Do you know on what basis the 
$90,000 was fixed? A.—Fixed ‘upon 
the annual premium of the _ insur- 
ance. 

Q.—That is a sum to equal the an- 
nual premium? A.—No, my recollec- 
tion is that the amount was not 
equal to one annual premium. 


Q.—Then that would, I think, not 
be quite in accordance with the 
agreement, although that might be 
the understanding you had? A.—I 
am now speaking from _ recollection 
in respect of a matter I did not have 


Q.—Did you know the Home Life 
had been offering only $15 a thousand 
for other companies’ insurance? A. 
—I do not catch the import of the 
question. 

Q.—Did you know the Home Life 
had other negotiations with other 
companies, and had only been willing 
to offer as high as $15 a thousand 
for the other companies’ insurance? 
A.—I cannot say I did. 

Q.—That seems so. from the min- 
utes. 

MR. McLAUGHLIN: They did not 
get it? A.—I understood there was 
a negotiation for the purchase 
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MR. TILLEY: Q.—Of the Farm- 
ers & Traders? A.—No, I do not re- 
member that at all, I was not pre- 
sent, I am quite satisfied, at any 
meeting of Directors when such a 
Resolution came up, I may have been 
and it may have escaped my mind en- 
tirely since, but I feel quite sure on 
that point. 

Q.—What was the negotiation 
whereby you fixed $500 and $1,250 
as the price that you were to re- 
ceive before transferring your shares? 
A.—I don’t know that it was ever 
fixed. ‘ 

Q.—$1,250, and then you had $1,- 
000 besides of stock? A.—I had other 
stock besides. 

Q.—What was the arangement you 
made then? A.—I don’t know that I 
could say there was any arrangement 
at all definitely made in regard to 
the matter; the matter was left pretty 
well in Mr. Pattison’s hands. 

Q.—Did you transfer it and let him 
deal with it? A.—yYes, I said that I 
thought my money had been invested 
there for some time and I ought to 
have something over and above the 
price I paid for my 50 shares of stock 
for the time my money had been in- 
vested and the time I had given, and 
I did not consider, I certainly would 
not do the work I had done in con- 
nection with the Home Life for $500. 

Q.—Did you understand Mr. Patti- 
son was to pay you that sum what- 
ever was fixed? A.—I understood it 
would be paid in connection with the 
transaction, I did not know how it 
would be paid. 

Q.—Nor the source of the money? 
A.—No, I presumed it would come 
in some way from Mr. Stratton, or 
Mr. Stratton’s associates. 

Q.—You knew Mr. Pattison would 
not be out the money at any rate? 
A.—I would not be sure as to that. 

Q.—Did you think he ought to be 
out the money? A.—My feeling in 
regard to the matter was that Mr. 
Pattison was making the arrange- 
ment and I left the matter entirely 
in Mr. Pattison’s hands to make such 
arrangement as he felt he fairly could 
in the transaction. What I said to 
Mr. Pattison was, ‘‘If you want this 
thing to go through and it is any 
advantage to you, I don’t care ‘so 
long as I get my own money out of 
it;’? That is the position I took with 
Mr. Pattison straight. 

Q.—Did you in any way leave it in 
such a position that you feel now you 
have any further claim against Mr. 
Pattison in connection with that 
stock? A.—I do not feel I have any 
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further claim against Mr. Pattison 
at all. 

Q.—Mr. Diver says you came to him 
about his stock? A.—I did. 

Q.—As the representative of Mr. 
Pattison? A.—I would not say as 
the representative of Mr. Pattison; 
Mr. Pattison spoke to me about it, 
and asked me if I would see Fred., 
as he put it, in regard to the matter, 
and I did speak to Mr. Diver, my 
recollection is over the ’phone. 

Q.—Did he say to you he wanted 
$2,500? A.—I think that was the 
amount he said. 

Q.—Did you tell him that was more 
than any person else was getting? 
A.—I did not that I know of. 

Q.—What did you say to him, no 
comment between you as to whether 
that was possible or not? A.—My 
recollection is now I did not say any- 
thing to him about whether it was 
more or less than anybody was get- 
ting, He asked me what I was going 
to get out of it, and I said I did not 
expect to get anything of the kind 
out of it. My recollection is he said 
that is the least as far as he was con- 
cerned he was willing to take and it 
dropped at that. 


Q.—Did he in any way refer to 
what he thought Mr. Pattison was 
accomplishing for himself? A.—I 
think he said then that he guessed 
Mr. Pattison was making a good 
thing out of it. I said I did not 
know whether he was or was not. 


Q.—And you did not hazard to 
guess about it? A.—I did not make 
oa in regard to the matter at 
all. 

Q.—When you found it was $80,- 
000, was that more or less than you 
thought? A.—Very much more than 
I thought. 

Q.—The other directors seem to feel 
the same way about it; you got 50 
shares of stock subsequently and _ be- 
came a director, did you not? A.— 
Yes sir. 

Q.—Do you still hold the 50 shares? 
A.—I do not. 

Q.—Did you buy them and resell 
them? A.—I bought them and re- 
sold them. 

Q.—How long did you hold them? 
A.—I could not say. 

Q.—Did you hold them for a tem- 
porary purpose? A.—No, I bought 
them for permanence, and I sold them 
subsequently. 

Q.—Did you lose money on them? 
A.—I lost the interest on the money 
during the time I had them. 
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Q.—You just got your principal 
back? A.—Yes. Z 

Q.—You became a director of the 
new Board, so to speakP A.—Yes. 

Q.—Was Mr. McCutcheon’s Agree- 
ment presented to that Board? A.— 
My recollection was it was presented, 
but I was in and out of the Board 
Meetings a good deal, at that time I 
was very busy, and I was interrupted 
and had to go out; I know I did not 
read the Agreement with Mr. Mc- 
Cutcheon, I am quite sure of that. 

Q.—Was it understood that you were 
to be a Director merely until some- 
body else was appointed? A.—I did 
not so understand it. 

Q.—Why did jyou resign? A.—It 
was a matter that was personal entire- 
ly to myself, had not anything to do 
ye either the company or anything 
else. 

Q.—Nothing to do with any of the 
oficers of the Company? A.—No. 

Q.—That is to say, if it was not 
for your own personal matters you 
might still have been a director? A. 
—I certainly would have. 

Q.—I was asking you that just to 
find out? A.—That is if the share- 
holders at the Annual Meeting had 
continued me. 


Q.—You say by reason of being in 
and out you might not have noticed 
this Agreement? A.—I am satisfied 
JT did not read it, and I am satisfied 
I was not there when it was read, but 
I am not quite sure that I was present 
at the meeting. 


Q.—Your name is here as being pre- 
sent, and you were moving some of the 
resolutions? A.—That is quite possi- 
ble. 

Q.—In fact, you seconded the Reso- 
lution that Mr. McCutcheon’s Agree- 
ment be adopted? <A.—Often things 
were put down as being’ seconded 
without being really seconded by the 
people whose names went down in con- 
nection with the matter. 

Q.—Apparently it is moved by Mr. 
King, seconded by Mr. Curry that 
Mr. McCutcheon’s Agreement be 
adopted; when did you first know 
there was a clause in Mr. McCutch- 
eon’s agreement that he was to get 
$11,100 a year over and above the 
$5,000 salary? A.—I don’t know it 
yet. 

Q.—You heard nothing about it in 
any way as a Director of the Com- 
panv? A.—Heard nothing about it as 
a Director of the Company. 

Q.—If you had known that clause 
was there, you would have known 
where the money came from? A.—I 
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might have, I cannot say what I would 
have thought. 

Q.—Mr. Stratton says you must have 
known about that, because no Direc- 
tor could see that Agreement and not 
know there was something behind it? 
A.—I did not see the Agreement be-: 
tween Mr. McCutcheon and the other 
people at all. 


Q.—Did you know the Home Life 
was paying that money? A.—I did 
not. 

Q.—You did not know the $500 that 
came to you was really coming from 
the Home Life indirectly? A.—I did 
not. 

Q.—Probably if you had known that 
you might have dealt with the matter 
a little differently? A.—I will tell you 
candidly, I do not know that it sheds 
any lustre upon myself, I felt that I 
had not been taken into the confidence 
of the parties at the time the thing 
went through, and as I had done some 
work as Solicitor for the Company, I 
thought I ought to have had some- 
thing to do with the preparing of the 
Agreements, and when I did not I 
thought possibly it was a personal mat- 
ter between Mr. Pattison and Mr. 
Firstbrook, and I was a little diffident 
in looking at the Agreement in a 
manner I would have done if it had 
not been for that. 

Q.—That is to say, your professional 
position rather restrained you— A.— 
I felt the document was drawn up as I 
supposed by Mr. Warren, and I felt 
that I should have had something to 
do with the drawing of the document, 
as I had been doing some solicitor work 
for the Home Life and for Mr. Patti- 
son in connection with the matter, 
and I felt it was a matter apparently 
personal between Mr. Stratton and 
Mr. Pattison, and I did not enquire 
into it, as I could have done, I was 
a little diffident in looking at it for 
that reason. 

Q.—That gives the whole story, does 
it, so far as your knowledge goes, as 
to the amalgamation between the two 
companies—did you understand, Mr. 
Curry, that the old Agreements with 
Mr. Pattison and Mr. Firstbrook were 
assigned to Mr. Stratton or any of the 
other officers or Mr. McCutcheon? A. 
—I understood so. 

Q.—You understood the obligation 
of the old company on those contracts 
was to be in some way carried through 
to the new? A.—I understood thev 
had been assigned, but I had an idea 
they were to be cancelled, there was 
some talk of cancelling them. 
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Q.—If these gentlemen dropped out 
ot the Home Life there would be no- 
thing more to pay them? A.—Yes. 

Q.—Do you mean that they were 
being assigned for the purpose of get- 
ting rid of them? A.—I must say 
that was the idea I had in my mind, 
whether justly or unjustly, I had that 
idea, rightly or not rightly. 

JOHN FIRSTBROOK, sworn. Ex- 
amined by MR. TILLEY: 

Q.—Did you enter the Home Life 
Association at the same time that Mr. 
Pattison dd? A.—I believe it was 
the same time. 

Q.—In connection with the same 
negotiation? A.—yYes. 

Q.—How came it that an agreement 
was entered into with you for 15 years 
as Chairman of the Executive Com- 
mittee? A.—The matter was one that 
was taken under consideration by the 
members of the then Board of Direc- 
tors, and considering the services that 
had been rendered for so many years, 
practically without remuneration, and 
that the company could not pay a large 
amount for some considerable time, 
that it was only fair and right that an 
agreement should be made covering a 
reasonable period. 

Q.—At first apparently the Commit- 
tee recommended that the arrangement 
should be for life? A.—Yes. 


Q.—That is to say you were to be 
appointed Chairman of the Executive 
Committee during the balance of your 
life? A.—yYes. 

Q.—That was made in 1898? A.— 
Yes. 

Q.—What was the object of such a 
provision as that in the interests of 
the company? A.—Well now I cannot 
say, that is a matter for the Commit- 
tee. 

Q.—Whose proposal was that? A. 
—I cannot say that. ; 

Q.—Mr. Diver und Mr. King have 
been here, and Mr. Hillock is dead? 
A.—Yes. : 

Q.—So that Mr. Diver and Mr. King 
seem to know very little about the 
agreement, : 

MR. McLAUGHLIN: Mr. King 
was not asked about that report. 


MR. TILLEY: He was asked about 
the making of the agreement. 

MR. McLAUGHLIN: Oh yes, he 
fully understood that. but he was not 
asked about the report. Until after 
Dr. King came in you did not know 
that he was Mr. King? A:—I asked 
him about making the agreement. 

MR. McLAUGHLIN: My recollec- 
tion is that Mr. King was not asked 
that question. 
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MR. TILLEY: I will recall him. 
_ DR. J. S. KING, recalled. Exam- 
ined by 

MR. TILLEY: Q.—Did I ask you 
about the original agreement with 
Mr. Firstbrook and Mr. Pattison? 
A.—Yes. 

Q.—What do you say about it? Let 
us clear it up? Did you know any- 
thing about the settling of the terms 
of it? A.—I knew what was in the 
agreement of course. 

Q.—Were you a party to the set- 
tling of the terms? A.—The minutes 
will show that. I think I was. There 
were two or three agreements. 

Q.—This is the first one with Mr. 
TFirstbrook? A.—Was there a second 
one? 

Q.—No, only one with Mr. First- 
brook, and the last one with Mr. Pat- 
tison? A.—Were the two with Mr. 
Pattison ? 

Q.—Yes, there is the report. Mr. 
Diver does not seem to know much 
about the making of that report? A. 
—Mr. Diver knows just as much as I 
do about it. It is here and we dis- 
cussed it. This was in 1898. 


Q.—Was it something that was pro- 
posed by Mr. Pattison and First- 
brook, or something proposed by you 
and the other members of the Board 
in order to secure them? A.—I think 
this was proposed by Mr. Firstbrook, 
and a special Committee of these gen- 
tlemen was selected by the Board to 
arrange with them. 

Q.—The proposal came from Mr. 
Firstbrook so far as you remember? 
A.— Yes. 

JOHN FIRSTBROOK, 
Examined by 

MR. TILLEY: Q.—Was that 
right? A.—I think that may be 
right so far as it goes. 

Q.—What was your proposal with 
reference to the terms? A.—My pro- 
posal was a general one with refer- 
ence to the terms. My remembrance 
is that I had nothing whatever to do 
with it, that the Committee met—— 

Q.—Did you propose that the agree- 
ment should be for the balance of 
your life? A.—From memory 
would say no. 

Q.—Do you know who did propose 
that? A.—I do not. 

Q.—Did you suggest it as between 
you and Mr. Pattison or did Mr. 
Pattison suggest it? A.—The term. 

Q.—Yes? A.—I would not say pos- 
itively as to that. 

Q.—Whose idea was t to get the 
agreements in shapef Yours or Mr. 


recalled. 


2122 ROYAL COMMISSION ON 


64th day, September 11, 1906. 


Pattison’s? A.—I think it was first 
Mr. Pattison’s. 

Q.—That you should both have con- 
tracts running over a length of time? 
A.—That would be my remembrance. 

Q.—There was no difficulty, I sup- 
pose, in the settling of terms? A.— 
I do not know. 

Q.—None that you remember of? 
A.—I had no part in it so far as 
J remember, any more than the re- 
port was submitted to me, inquiring 
if it was satisfactory. 

Q.—Did you in any way compute 
what the agreement might be worth 
to you in the periad of 15 years? A. 
—At that time? 

Q.—At that time? A.—No, I did 
not. 

Q.—Have you ever computed what 
it might be worth to you? A.—Well, 
in a rough way I think I have. 

Q.—When did you do it? A.— 
Last year. 

Q.—When the amalgamation was 
going through? A.—Yes. 

Q.—What did you consider it worth 
to you? A.—Well, I considered un- 
der that agreement that I would re- 
ceive during the term approximately 
$25,000 or perhaps more. 

Q.—You thought approximately un- 
der that agreement you would re- 
ceive $25,000? A.—And perhaps more. 

Q.—Covering the balance 15 years? 
A.—Yes. 

Q.—That would depend entirely on 
what amount of business was written 
by the company? A.—Certainly. 

Q.—And that would depend upon 
the way the business was shoved, I 
suppose? A.—Yes. 

Q.—The way it was forced? <A.— 
Yes. 

Q.—As an insurance man du you 
regard that sort of an agreement as 
an objectionable agreement, paying 
officers on the basis of the amount 
of business they can get on the books? 
A.—I think it is a common practice. 

Q.—I did not ask you anything 
about the common practice. I am 
asking you whether from your ex- 
perience ag an insurance man you re- 
gard that as not an _ objectionable 
agreement to sign with officers of the 
company? A.—No, I do not consid- 
er it objectionable. 

Q.—You think that is a proper 
agreement? A.—Yes. 

Q.—To pay them a percentage on 
the amount of business that is put on 
the books? A.—TI think so. 

Q.—Did you take up the negotia- 
tions for entering into the arrange- 
ment with the People’s Life? A.— 
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Yes. That is, I was consulted with 
reference to it. 

Q.—You were the President of the 
Home Life? A.—Yes. 

Q.—Mr. Pattison carried on the ne- 
gotiation? A.—Yes. 

Q.—Did you carry on the negotia- 
tion at all? A.—None at all. 

Q.—You left it to Mr. Pattison? 
A.—Yes. 

Q.—Did you know that Mr. Patti- 
son was arranging for a payment to 
himself, out of which he was to pay 
you something? A.—I did. 

Q.—Did vou discuss with him what 
he should demand? A.—lI did not. 

Q.—Did you discuss with him be- 
fore the demand was made what you 
would require? A.—Yes. 

Q.—How much did you say you 
would require? A.—I said that I 
should receive $15,000. 

Q.—That would be basing it on 
what you thought that contract would 
be worth? <A.—Yes, considering the 
length of time it had to run, and my 
future—not presuming perhaps that 
my services, if I were still living 
and in good health, would be done 
away with by the Home Life at the 
end of the period of the contract. 


Q.—You took into account not only 
the whole period the contract covers, 
but the chance of continuing in that 
position? A.—To a certain extent, 
yes. 

Q.—Did you regard the re-insuring 
agreement between the Home Life 
and the People’s Life as a fair and 
proper contract, or did you know the 
terms of it at all? A.—I knew the 
terms of it. 

Q:—Did you regard’ it asa) fair 
contract? A.—Yes. 

Q.—One that was in the interests 
of the Home Life? A.—Certainly, 
or I never would have consented to 
it. 

Q.—The Home Life could not carry 
it through without you and Mr. 
Pattison being got out of the way? 
A.—In what way do you mean that? 

Q.—The arrangement could not be 
carried through without the sale to 
Mr. Stratton of your shares. You 
knew that? A.—Oh I think part of 
the consideration was that Mr. Strat- 
ton would be the President and Mr. 
McCutcheon the Manager. 

Q.—That is not quite an answer to 
my question. I am asking you 
whether the transaction between the 
Home Life and the People’s could 
have been carried through without 
you transfe-ring vour stock? A.—So 
far as the Home Life was concerned. 
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Q.—You could not carry through 
the transaction with one company 
without the consent of the other? 
A.—Just so. So far as the Home 
Life is concerned I think it could. 

Q.—And so far as the: People’s are 
concerned it could not? A.—Per- 
haps it could not. 

Q.—Well, surely not. It could not 
be carried through so far as_ the 
People’s were concerned, so _ far 
as you are concerned unless you 
and the others transferred your stock? 
A.—I am not prepared to say what 
was in the minds of Mr. McCutcheon 
and Mr. Stratton in reference to that 
matter. 

Q.—In your mind? A.—I do not 
think I considered it in that light. 

Q.—Did you not have it pretty 
clearly in your mind that you and 
Mr. Pattison were in a position to 
some extent to dictate what you were 
to be paid, otherwise you would stop 
the agreement going through? A.— 
No, I had not. 

Q@.—You had ~not that in your 
mind? A.—No, I never thought of 
dictating in any shape or form. 

Q.—You knew unless you were set- 
tled with the People’s would not come 
into the transaction? A.—I presume 
so, but I was not positive. 

Q.—But still you could trade a 
good deal on that, could you not, in 
the condition that existed at that 
time? A.—I may say candidly that 
I did not trade on it. 

Q.—Then you could have done so 
in the condition things were in? A. 
—Well, that feature of it had not oc- 
curred to me. 

Q.—Did Mr. Pattison discuss with 
you what he was going to take? A. 
—He did not. 

Q.—Did you know what he asked? 
A.—I did not. 

Q.—Did you know it was $80,000? 
A.—I did not. 

Q.—When did you first know that? 
A.—When the evidence was given be- 
fore the Commission. 

Q—Then so far as the Home Life 
is concerned that information did not 
get beyond Mr. Pattison? A.—As far 
as I know. 

Q.—Did you ask him for the infor- 
mation? A.—I would not say posi- 
tively that I did. 

Q.—Apparently not a Director of 
the Home Life asked Mr. Pattison 
what the real arrangement was, that 
seems to be so does it not? A.—I 
cannot speak for the other Directors. 

Q.—Well, from the evidence we 
have here. You would have heard 
them all? A.—I presume so. 
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Q.—You say you cannot say posi- 
tively that you asked him, if you had 
In your mind, that you in any way 
indicated that you desired the infor- 
mation? A.—I think I intimated to 
Mr. Pattison that he might tell you. 

Q.—That he should tell you? A.— 
I do not know that I put it that way. 

Q.—As between yourselves that you 
ought to know? A.—I do not think 
so. I do not think it went that far. 
_Q.—I do not understand the expres- 
Sion that he might tell you. A.—I 
do not think I put it exactly that 
way, but was there any objection to 
his telling me. 

Q.—What did he say to that? A. 
—I think he evaded the question. 

Q.—He evaded the question? A.— 
Yes. 

Q.—You did not proceed any fur- 
ther? A.—No. 

Q.—Was that before you had 
agreed on your own amount or after? 
A.—That was after. 

Q.—After you had agreed on your 
own amount? A.—That is my remem- 
brance. 

Q.—Did Mr. Pattison take a differ- 
ent view from you as to what your 
contract was worth? A.—Yes, slightly 
different. 

Q.—What position did he take about 
your contract? A.—Well you know 
the result between the difference, what 
I thought it was worth and what it 
was settled at. 

Q.—Was not that amount $11,100 
that was put in—was that the amount, 
or was it $11,500? A.—$11,500. 

Q.—Was that amount not a com- 
promise between what he thought and 
what you thought? A.—Yes. 


Q.—You have given what you 
thought. What did Pattison think? 
A.—I think you have it in the $11,500. 

Q.—That was a compromise? A.— 
Practically it was very nearly what he 
thought. 

Q.—What did he think? I should 
like to get Mr. Pattison’s appreciation 
of your contract, and then we will un- 
derstand how he would view his own. 
A.—I think he thought about $11,000 
so far as I remember. 

Q.—He thought that would be a fair 
value for yours? A.—Yes. 

Q.—Did he compute it by figuring 
out for you how much it would be? 
A.—No. : 

' Q.—Was there any computation 
made? A.—No, not an actuarial com- 
putation. ; ; 

Q.—Not an actuarial computation, 
but you would say how quickly you 
thought the business would grow, and 
Mr. Pattison would say how quickly 
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he thought it would grow? A.—I do 
not think that feature of it was 
touched upon. 

Q.—What was the feature that de- 
termined the value? A.—I told him 
about what I thought would be the 
’ probable income. ; 

Q.—The growth of the business? A. 
—And the thought it would be so 
much less. 

Q.—I should like to know from you, 
if you can tell me, what Mr. Patti- 
son’s ideas were at that time when he 
was the person that had to pay rather 
than the person that had to be paid? 
A.—Well I think it was about $20,- 
000 odd, $22,000 or $23,000; that 1s 
my remembrance. i 

Q.—What? A.—The probable in- 
come from that. 

Q.—From your contract? A.—Yes. 

Q.—$22.000 or $23,000? A.—Yes. 

Q.—In Mr. Pattison’s opinion? A. 
—Yes, I think that was his opinion. 

Q.—How did he bring it down to the 
$11,000? A.—About half of the 
amount. 

Q.—Would be yours? A.—Yes. 

Q.—So that Mr. Pattison figured 
out that the probable benefits of the 
two contracts— A.—No, no. 

Q.—Why do you say half the 
amount? A.—Because I would not have 
to give my services. 

Q.—So that in your case he was es- 
timating something for the time you 
would have at your disposal when you 
were freed of the work? A.—Yes, 
that was takn into consideration. 


Q.—So he divided it by about 2, and 
made yours about $11,000? A.—Yes. 

Q.—And there was no discussion 
about his own? A.—WNo. 

Q.—Did you know what business Mr. 
Pattison was going to follow then? A. 
—NOo. 

Q.—Is he associated with you now? 
A.—Yes. 

Q.—You are one of the persons that 
is associated in the business he was 
telling us about this morning? A.— 
Yes. 

Q.—So that your interests in that 
respect are still common? A.—Yes. 

Q.—Did you know who was to pay 
Mr. Pattison the money he was get- 
ting? A.—I presume that Mr. Strat- 
ton was paying it, in fact I think Mr. 
Pattison told me Mr. Stratton was 
paying it. 

Q.—Did you understand whether he 
was going to pay it out of his own 
pocket or not? A.—I do not know 
whether I had a direct understanding, 
but certainly I expected he was pay- 
ing it out of his own pocket. 
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_ Q.—Did you not know it was com- 
ing back out of the Home Life? A.— 
I did not. 

Q.—Had you any idea of that? A. 
—Not the slightest. 

Q.—Did you suppose that Mr. Strat- 
ton was going to pay you in respect 
of your shares $11,000 odd, and then 
deal with Mr. Pattison besides. Where 
was all that money coming from? A.— 
Well, Mr. Stratton is a wealthy man, 
and he wanted the control of the com- 
pany, and I understood he was willing . 
to pay for. it. 

Q.—And that is the basis on which 
Es entered into the arrangement? A. 
—Yes. 

Q.—You had no idea in your mind 
that the Home Life was to pay you 
what you were getting? A.—Not the 
slightest. 

Q.—Were you paid the amount of 
that in cashP <A.—I was. 

Q.—Was it paid in cash, or did it 
enter into any other transactions be- 
tween you and Mr. Pattison? A.— 
It was paid in cash. 

Q.—At the time it was paid to Mr. 
PattisonP A.—The next day. _ 

Q.—That would be the day follow- 
ing the meeting? A.—Yes. 

Q.—So that you have told us now 
the whole transcation relating to the 
amalgamationP A.—Yes. 

Q.—The President and the Vice- 
President, and all the Directors other 
than Mr. Pattison stand by knowing 
that a transaction is going through 
whereby Mr. Pattison is getting money 
personally, and they do not inquire as 
to the terms, or become conversant as 
to the arrangement except each in so 
far as it concerns himself ? A.—We 
looked upon it—at least I looked upon 
it—as a transaction between Mr. Pat- 
tison and Mr. Stratton, and not a 
company transaction at all. 

Q.—You knew an arrangement was 
to be made between the Home Life and 
the People’s? A.—yYes. 

Q.—And you were going to step out 
of the way and let the People’s direc- 
torate deal on both sides of the con- 
tract for both companies? A.—We 
arranged the terms before we went. 
We were very solicitous and careful as 
to that, that the terms should be ar- 
ranged and placed on the books be- 
fore we stepped out. We would not 
have stepped out without doing that. 

Q.—Did vou settle the terms? A.— 
So far as the basis of settlement and 
the terms were concerned, that was 
settled before we left the Home Life. 

Q.—Did you know what the terms 
were? A.—100 per cent., one year’s 
premium. 
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_ Q.—Is that all you understood about 
it? A.—Well, I do not remember the 
details of the contract. 

Q.—Did you think Mr. Pattison was 
getting as much as $80,000? A.—No, 
not quite that much. 

Q.—How much did you think he was 
getting? A.—I thought he was getting 
between $70,000 and $75,000. 


Q.—What made you think that? A. 

—Having in view his contract, and the 
service he had rendered to the com- 
pany. 
_ Q.—But Mr. Stratton wag not pay- 
ing for the service he had rendered to 
the company. What made you think 
that Mr. Stratton was paying him 
$70,000 or $75,000. What fixed that 
amount? A.—Because he was willing 
to pay that to get control of the com- 
pany. 

Q.—From whom did you ascertain 
thatP Mr. Pattison or Mr. Stratton— 
that that was about what he was will- 
ing to pay? A.—Well no, I do not 
know that I ascertained it from Mr. 
Stratton. I do not know how I got it 
in my mind. 

Q.—So far as any precaution you 
took was concerned, Mr. Pattison 
might have got $100,000 or $150,000, 
and it might all have come out of the 
Home Life? A.—I would not say that. 


Q.—Why not? A.—I did not expect 
any one cent of it to come out of 
the Home Life. 


Q.—So far as any precaution you 
took as President of the Home Life, 
Mr. Pattison, who was making the 
whole deal for himself, might have 
taken $100,000 or $150,000, and the 
Home Life pay it just the same as he 
took the $80,000. Is that not so? 
A.—I do not think so. 

Q.—Did you do anything that 
would prevent that? A.—Well what 
could I have done. 


Q.—You could make Mr. Pattison 
tell you the arrangement, and if he 
did not tell you you could refuse to 
sign it or be a party to it? A.— 
What difference would that have 
made—supposing I had known it was 
$80,000 ? 

Q.—Would you have carried it 
through if you had known it was 
$80,000? A.—What could I do. 

Q.—And if you had known it was 
coming out of the Home Life? A.— 
Oh, I had nothing to do with that; 
that was a subsequent matter. 

Q.—I am told that was known at 
the time, that it was part of the ar- 
rangement? A,—It was not known to 
me. 
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Q.—I am told that Mr. Pattison 
actually suggested that himself? A. 
—Not to me. 

Q.—Not to you, but he was the 
man that you were leaving every- 
thing to, to transact. I am told the 
suggestion was from Mr. Pattison to 
make the Home Life pay it? A.— 
I never had the slightest intimation 
of anything of the kind. 

Q.—I am pointing out to you to 
what a small extent you were watch- 
ful at the time? A.—My under- 
standing of the matter was that Mr. 
Stratton was willing personally to 
pay that money for the control of the 
company. 

Q.—You see you cannot point to’ 
any person as distinctly telling you 
anything of the kind. You have an 
impression about Mr. Pattison, but 
if any person misled you as to the 
true transaction then you should tell 
us who it was that misled you, but 
if no person misled you, then because 
you imagine Mr. Stratton was will- 
ing to pay it, that does not help you 
any. Was there any person that 
said anything, Mr. Pattison or any 
person else, that Mr. Stratton was 
going to pay that out of his own 
pocket? A.—Well, I would not say 
that distinctly. 

Q.—Mr. McLaughlin wants to know 
whether you did not understand that 
your contract and Mr. Pattison’s con- 
tract were being assigned to Mr. 
Stratton or his nominee? A.—Yes, 
I think I understood that. 

Q.—What was the object of trans- 
ferring them to Mr. Stratton? You 
were not to be paid any more money. 
Who was to be paid the money? A. 
—I do not know that I understand 
that question. | 

Q.—What was the object of trans- 
ferring the agreements to Mr. Strat- 
ton? Were they being transferred 
to Mr. Stratton for the purpose of 
being kept alive against the Home 
Life Assurance Company? A.—I did 
not understand so. As far as mine 
was concerned, from all that I re- 
member I did not think it was as- 
signed to Mr. Stratton at all. 

Q.—Was it not understood by you 
that the Home Life was to continue 
paying as it had been paying under 
those contracts? A.—No, I did not 
expect so. 

Q.—You thought all payments by 
the Home Life would stop when that 
transaction was carried through? A. 
—Under those contracts. 

Q.—Or any contracts in substitu- 
tion for those contracts? A.—I have 
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not thought of any contracts in sub- 
stitution for those. 

Q.—Mr. McLaughlin wants to know 
what you thought Stratton was pay- 
ing you for if it was not to have 
the contract transferred to him? A. 
—Well, he got my resignation. 

Q.—You thought Mr. Stratton was 
paying you that sum of money to 
resign. Is that right? A.—For the 
privilege of cancelling the contract. 

Q.—That is to get your contract 
out of the way? A.—Yes. 

Q.—Mr. McLaughlin’ wishes to 
know if any person told you that? 
A.—Well, as a matter of fact I do 
not think I signed any transfer of 
that contract, and I did give my 
resignation. 

Q.—Did you ever see the agree- 


ment Mr. Pattison signed? A.—I 
did not. 
Q.—The agreement Mr. Pattison 


signed stipulated that he should se- 
cure some transfer of his own con- 
tract and of your contract, but you 
did not see that contract at all? A. 
—Not that I remember. 


Q.—Don’t you think you _ should 
have seen it? A.—I did not know 
there was a contract. 


Q.—Don’t you think you should 
have found out whether there was 
one? A.—Well, I agreed to give my 
resignation, 


Q.—The whole Home Life was bot- 
tled up in Mr. Pattison, who was 
dealing for himself? A.—I agreed to 
give my resignation, which I gave. 


Q.—That is all about that transac- 
tion, but I should like to ask you 
about another matter to save you 
from coming back again. The Home 
Life Company bought some Grand 
Valley bonds? A.—Yes. 


Q.—And loaned on others; is that 
right? A.—I believe that is correct. 

Q.—Who conducted the negotiation 
with the vendor of the bonds or the 
borrower of the money? A.—Partly 
by Mr. Pattison and partly by Mr. 
Pattison and myself. 


Q.—I understand loans were made 
through the year 1904, during March, 
April. May, June. August, Septem- 
ber, October and December; amount- 
ine /*to 1 $51-713.338 fe then eo7,001 17 
were repaid, leavine $44.712.16 at the 
end of the year. Can you say that 
that is right from memory, or can 
you verify that? A.—I cannot from 
memory say that that is correct. 

Q.—Is it about correct? A.—I 
should judge it was correct if it was 
taken from the books of the Company. 


. 
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Q.—That is taken from the books 
of the company. Can you say whether 
the company at the time it made 
those different advances, either by 
way of purchase money or loan, re- 
ceived bonds of the Grand Valley! 
railway as security? A.—In_ the 
early part of 1904 the company 
agreed to take so many bonds, $30,000 
or $30,000 odd, I believe, and, of 
course, those bonds could only be is- 
sued ag the road was built. I believe 
they took orders on the Trust Com- 
pany for the delivery of those bonds 
and they got the control of the stock 
of the company and had it in their 
possession. 

Q.—Who did that? A.—The stock 
was in the name of the Manager of 
the Company, Mr. Pattison, and Dr. 
Ickies, manager of the construction 
company, in their names in trust. 

Q.—Dr. Ickies was the Manager of 
the Von Echa Company which was 
building the road? A.—Yes. 

_ Q.—And before building the road 
it received all the bonds and stock? 
A.—I presume so. 

_ Q.—And the bonds were probably 
issued through a trustee to be de- 
yea as the work progressed? A. 
—Yes. 

Q.—And you say these payments 
were made by your company to the 
Von Echa Company? A.—Yes. 

Q.—And as the payments’ were 
made, you took orders on the trustees 
to deliver the bonds to you? A.— 
No, I think we took an order for the 
whole of the bonds at first, and had 
the control of the stock of the com- 
pany before we gave a dollar. 

Q.—You had the control of the 
stockP A.—Yes. 

Q.—Under the names of your Man- 
ager and Dr. Ickies? A.—Yeu 

Q.—You say you agreed to pur- 
chase $30,000 of bonds? A.—Yes. 

Q.—At what price? A.—At 90, 
with the 50 per cent. bonus stock. — 

Q.—Who carried on that negotia- 
tion as to price? A.—Mr. Pattison 
and myself. 

Q.—Was it verbal or in writing? 
A.—It was verbal. 


Q.—In what month? A.—It was 
the early part of the year. 
Q.—Was it March? A.—I think 


it was March. 

Q.—Now $30,000 of bonds 
would be $27,000? A.—Yes. 

Q.—You had paid out as much as 
$51,000 and over, and at the end 
of the vear it was $44,000 and 
over. How did the excess of the 
$27,000 come to be paid up? . A.— 


at 90 
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Does that include the previous pur- 
chase of bonds, or is that just simply 
that particular transaction? 

Q.—That does not include the ori- 
ginal thirteen. On the 3lst Decem- 
ber the sum of $18,052.62 appears to 
have been paid ito the Home Life 
Company. I should like to know who 
paid it? A.—I presume it was paid 
out of the receipts from _ bonds. 
Bonds were being sold. 

Q.—How would that money come 
to be paid in on the last day of the 
year? A.—I could not tell you that. 

Q.—Mr. Pattison wcevld have to 
give thatP A.—I think so, but re- 
member, Mr. Tilley, we had a much 
larger amount of bends in our pos- 
session than we had purchased dur- 
ing all that period. 

Q.—Probably that is a matter that 
Mr. Pattison could speak more about. 
I want to ask you about it as lead- 
ing up to something that I should 
ask you. A.—I know this about it: 
that Dr. Ickies was wanting money 
to construct that road beyond the 
bonds we purchased, and we made 
him advances more than that— 

Q.—Mr. Pattison will be able to 
give the details? A.—yYes. 

Q.—After the People’s Life amal- 
gamated with the Home Life you ap- 
pear to have transferred the Home 
Life, or some shares were transferred 
which Mr. Pattison has told the ac- 
countant for the Commission were 
transferred to the Home Life by you? 
A.—Yes. 

Q.—How many shares? 
shares. 

Q.—Why were those shares trans- 
ferred after the amalgamation of the 
two companies? A.—Just this way: 
while the company undertook to 
underwrite those bonds at 90 and 50 
per cent., Dr. Ickies was selling them 
at 85. 

Q.—To other parties? A.—No, to 
these parties. He agreed to oive 
them to us at. 85, and if we accom- 
plished a certain amount of sales, 
$100,000 or over, he would give an 
additiona] stock bonus. We paid him 
the 85—at least the Homestead Com- 
pany paid him the 85 for the bonds. 
The Home Life paid 85, and one per 
cent. to the Homestead, making 86 
—-the actual cost price, in pursuance 
of an understanding between Mr. 
Pattison and myself. When the bal- 
ance of the bonds .were sold early 
this year, I think in February, the 
balance of the stock was transferred, 
150 shares, to the Home Life and 100 
shares to the Homestead, making 100 


A.—150 


Home Life. (J. Firstbrook, Ex’d.) 
per cent. to them on the purchase 
of the bonds, the Homestead having 
purchased $20,000 and the Home Life 
$30,000. They completed the trans- 
action when the sale of the bonds was 
completed. 

Q.—The transaction was this: that 
there was a syndicate to buy? Was 
that right? A.—Well, the Home- 
stead were the purchasers virtually. 

Q.—The Homestead Company—you 
mean by that the Canadian’ Home- 
stead and Savings Company? A.— 
Yes, they were the trustees. 

Q.—What position did you occupy 
in that company? A.—I was Presi- 
dent. 

Q.—What position did Mr. Patti- 
son occupy? A.—He was Manager. 

Q.—Were you a substantial share- 
holder? A.—Nominal, 


Q.—What do you mean by nominal? 
Tell me how much did you hold? A. 
—I had $1,000 cash in it. 

Q.—Is that all? A.—That is all; 
it was not a large capital. 

Q.—What was the capital stock of 
the company? A.—Something about 
$1,000 paid up. 

Q. —Had Mr. Pattison a large hold- 
ing? A.—I cannot say from memory. 
_ Q.—You do not know what hold- 
ing he hadP A.—No. 


Q.—That company entered into an 
agreement with the Von Echa Com- 
pany to take how many bonds? A.— 
$100,000. 

Q.—That arrangement was: made by 
you and Mr. Pattison? A.—Yes. 


Q.—Both of you being officers of both 
the Homestead Company and the Home 
Life Company? A.—Excuse me, when 
this agreement was made I was not 
President of the Homestead Company. 

Q.—You were the Vice President ? 
A.—It was not made with me. 


Q.—What agreement? A.—It was 
made with the then President of the 
Homestead, 

Q.—Who was he? A.—Mr. Hillock. 

Q.—Do you say you were not a party 
to that agreement then? A.—I was a 
party to it, but not a party to ne- 
gotiations. 

Q.—At the time the Homestead en- 
tered into that arrangement it was 
understood the Home Life would take 
$30,000 worth of bonds? A.—Yes. 


Q.—And the Homestead would take 
$20,000? A.—Yes. 

Q.—And dividing it in that way you 
had arranged for the whole block that 
the Homestead was to take? A.— 
How do you mean? They were to take 
$100,000. That was only half. 
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Q.—Where was the other half to go? 

A.—The other half was to be sold. 

Q.—Were you to take some? A.— 
Yes. 

Q.—How many? A.—$10,000. 

Q.—And how much was Pattison 
to take? A.—$10,000 

Q.—Any other persons that you 
had arranged with at the time? A.— 
Not that I remember, 


Q.—Do you say there were only $70,- 
000 arranged for? A.—That was all 
that was arranged for at that time. 

Q.—Then you made an arrangement 
with Dr. Ickies that if $100,000 worth 
of bonds were placed, you would get a 
certain additional bonusP A.—Yes. 


Q.—How much? A.—An additional 
50 per cent. 

Q.—If you did not sell them all what 
was to be the result? A.—I think we 
were at his mercy. 

Q.—In what respect? A.—With res- 
pect to the additional stock. 

Q.—With reference to the additional 
50 per cent. of stock? A.—Yes. 


Q.—When did you get the additional 
50 per cent. of stock? A.—It was de- 
livered to me.at the same time that 
I transferred it to the company. 


Q.—I am told by the accountant 
that you got it in March, 1904? A.— 

es. It was not given to me at that 
time. It may have been put in my 
name, when the agreement was made, 
but it was not given to me. 

Q.—It was transferred to you at 
that timeP A.—Yes. 


Q.—Did the manager of the Home- 
stead Company actually assume the 
obligation of underwriting $100,000 
worth of bonds or not? A.—Yes, I 
think I did. 

Q.—Having assumed that obliga- 
tion, was not that 50 per cent. of stock 
transferred and was it not transferred 
at the same time the balance was trans: 
ferred? A.—It may have been trans- 
ferred. 

Q.—That is to pay 50 per cent. in 
respect of those bonds was transferred 
to the companies? A.—Yes. 

Q:—And the other 50 per cent. was 
transferred to youP A.—Yes. 

Q.—And remained there from 
March, 1904, until after the amalga- 
mation? A.—yYes, 

Q.—And then demand was made for 
itP. A.—Yes. 

Q.—By whom? A.—Mr. Stratton. 

Q.—And you acceded to the demand ? 
A.-— Yes: 

Q.—Why was that stock not trans- 
ferred to the companies direct, the 
same as the rest? A.—Because we had 
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not accomplished what we had under- 
taken to accomplish at that time. 

Q.—Why did it stand in your name? 
A.—I cannot tell you that. 

Q.—You surely understand why 
that stock would be transferred to 
you. It remained there from 1904 
to 1906, over two years. When was 
the underwriting complete? A.— 
Complete this year. 

Q.—Complete as between your- 
selves, but the Von Echa Company 
had got the whole $100,000 or the 
price of the bonds? A.—Yes, but 
the bonds were hypothecated. 

Q.—But the companies had advanc- 
ed and the Von Echa Company had 
given all the consideration it was to 
get for the bondsP A.—No. 

Q.—Why not? A.—They had and 
they had not. 

Q.—Tell me first how they had and 
then how they had not. A.—Because 
they assumed after the amalgamation, 
they assumed to advance, and they 
actually sold the bonds. 

Q.—Who sold the bonds? A.—Dr. 
Ickies sold the balance of the bonds. 

Q.—Had not the Von Echa Company 
actually got the money the Home- 
stead Company was to furnish? A. 
—But they were responsible on their 
own security. 


Q.—So far as the Von Echa Com- 
pany was concerned, the whole $100,- 
000 bonus stock was due to _ these 
companies, was it not? A.—I do not 
think so. 

Q.—He had got the money? A.— 
He had got his money on a note, for 
which the bonds were collateral. 


Q.—There may have been further 
obligation of Ickies but there was no 
further obligation on the companies, 
and they were entitled to their stock, 
but did not get it till after the amal- 
gamation. A.—We did not consider 
they were entitled to it until the bal- 
ance of the bonds were sold. 


Q.—Was there anything on record 
to show the Home Life Company was 
to get 50 per cent. more bonus stock? 
A.—No. 

Q.—Why not? A.—We did not 
know we would get it. 

Q.—You had it and had given all 
the money that was to be paid for it. 
A.—I did not consider we had. 

Q.—Why did you not know you had 
it? It was transferred the same time 
as the other 50. (No answer.) 

Q.—Was theré ever any distinction 
when Dr. Ickies was talking to vou 
with regard to the bonus stock? Was 
it not so far as he was concerned 100 
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per cent. bonus proposition from the 
first? A.—I do not think so; I do 
not remember that. 

Q.—Will you say that it was notP 
A.—I do not remember that. It was 
conditional, of course. 

Q.—Was not the whole of the com- 
pany’s stock conditional on your get- 
ting $100,000 subscribed? A.—No, 
I do not think so. 

Q.—Was the condition only as to 
50 per cent. bonus? A.—Yes. 

Q.—Was that in writing? A.—I 
do not think so. 

Q.—No written arrangement to 
show that distinction? A.—Not that 
I 


Q.—As to the 50 per cent. of bonus 
stock you held and the 50 per cent. 
of bonus stock the company held? A. 
—Nothing that I remember of. 

Q.—And can you say how soon the 
Von Echa Company had all the money 
it was to get on those bonds, and 
therefore was under obligation to 
give up the bonus stock to the ex- 
tent of $100,000? A.—I think when 
the balance of the bonds were sold 
and they were released from their 
obligation. 

Q.—And you think that until they 
were released from their obligation 
under the contract they would not 
be compelled to give up the bonus 
Stock? A.—I do not think so. 

Q.—And you would not be free to 
dispose of it to the company? A.— 
No, we treated it as we did the 80 
and 85, as we always gave our com- 
panies the cut on anything we bought. 

Q.—But you made the Home Life 
pay one per cent. for the benefit of 
the Homestead? A,—The Homestead 
did the work. 

Q.—Mr. Pattison did all the nego- 
tiations and he was the Manager of 
both? A.—Of course there were some 
other sales outside. 

Q.—By whom? A.—By Mr. Patti- 
son or by the company’s agents. — 

Q.—What salary did Mr. Pattison 
get from the Homestead? A.—I do 
not remember. 

Q.—Well, you ought to remember. 
It was only a year or two ago and 
you were the President of it and he 
was the Manager. What salary did 
he get as Manager? A.—I think he 
got about $1,000 a year, somewhere 
in that neighborhood. 

Q.—And then he entered into this 
arrangement with Dr. Ickies? The 
Home Life take $30,000 as against the 
Homestead taking $20,000 of bonds, 
and the Home Life gave the Home- 
stead one per cent. on its bonds? A. 
—Yes. 


134 


Home Life. (J. Firstbrook, Ex’d.) 


Q.—Can you say why they did that? 
A.—Because they were acting as 
trustees in doing the work. 

Q.—In what way? A.—In handling 
the bonds. 

Q.—Mr. Pattison was doing the 
work, and the temporary advances 
were being made by the Home Life 
up to the extent of $51,000 during the 
first year? A.—They were just act- 
ing aS an agent, the same as any 
other company would act. 

Q.—The Homestead was acting as 
an agentP A.—Yes. 

Q.—That is to say a company of 

which you were the manager’ was 
charging for your manager’s time in 
carrying through the proposition? A. 
—Well, he was the manager for both 
companies. 
; Q.—And the Homestead was charg- 
ing the Home Life a commission, re- 
presenting the time he spent at the 
transaction? Is that right? A.—He 
and the officers. 

Q.—Well, the officers were common 
to both just the same way? A.—No, 
they were not—separate officers alto- 
gether. 

Q.—He and Mr. HillockP A.— 
Well, the clerks. 

Q.—Did the Homestead company 
make loans to Dr. Ickies on the Grand 
Peel bonds too? A.—I think they 

id. 

Q.—We will be able to get a state- 
ment from Mr. Pattison of all the 
transactions, so that we can see to 
what extent the Homestead Company 
assisted in financing the road, can 
weP A.—I do not know. 

tee TILLEY: Can we, Mr. Patti- 
son 

MR. PATTISON: I have no con- 
trol of the Homestead. So far as I 
can give you any information I will 
be glad to give it. I may say that 


‘Mr. Firstbrook has forgotten that our 


solicitor’s fee alone in _ connection 
with the drawing of the agreements 
of the handling of those bonds was 
in excess of the one per cent. for a 
good share of the bonds. 

MR. TILLEY: You will be able to 
tell us about that, Mr. Pattison? 

WITNESS: Yes, there was a soli- 
citor’s fee of quite a large amount, 
which came out of that. 

Q.—That is to say the Homestead 
solicitors did the work; is that right? 
A.—Yes, I think it was the Homestead 
solicitors, they and another firm, I 
think two firms went over it, I think 
the Home Life’s and the Homestead’s 
firms both. 

(The Commission then adjourned 
till 10.30 to-morrow.) 


2130 ROYAL COMMISSION ON 


SIXTY-FIFTH DAY. 
Toronto, 12th September, 1906. 


HOME LIFE ASSOCIATION, con- 
tinued. 

MR. TILLEY: I was asked to cor- 
rect a mistake made in one of the 
papers which I think possibly should 
be corrected. The late Mr. Thomas 
R. Woods’ namé was inserted in the 
list of directors of the Home Life, 
who received some money from Mr. 
Pattison. It should not have been 
Thomas R. Wood, but R. A. Wood, 
who was a director. 

ROBERT A. WOOD, sworn. Ex- 
amined by 

MR. TILLEY: Q.—You were a di- 
rector of the Home Life, were you? 
A.—One of them, yes. 

Q.—Did you attend the meetings, 
when the amalgamation with the Peo- 
ple’s was discussed? A.—I think so, 
sir. I think I attended pretty near- 
ly all the Board meetings regularly. 

Q.—Did you have anything to do 
with the negotiations for the amal- 
gamation? A.—No not with the ne- 
gotiations. 

Q.—Who attended to that? A.— 
I think the Manager, Mr. Pattison. 

Q.—When did you learn that an 
amalgamation was going through? 
A.—Well, I could not say when I 
learned it was going through, but it 
was talked about at the Board for a 
considerable time 

Q.—It was completed apparently in 
October, 1905? A.—In 1905. 

Q.—Can you say how long before 
that you knew that there was to be 
an amalgamation? As—Well,’ I 
should say two or three months. 

Q.—Two or three months before 
that? A.—Yes. 

Q.—Did you agree to sell out your 
stock at the time you knew there was 
to be an amalgamation? A.—Oh yes. 

Q.—Did you know that it was ne- 
cessary for you to sell your stock? 
A.—No, I did not know it was neces- 
sary. I was asked would I sell it. 

Q.—By whom? A.—Well, I was 
asked by Mr. Pattison. 

Q.—Did he tell you that he had 
to turn over your stock? A.—I do 
not think he told me such a thing. 
He asked me would I sell it and the 
price I wanted for it, and that he 
would like the other directors to sell 
their stock also. 

Q.—You understood that it was 
part of Mr. Pattison’s arrangement 
that he should acquire the stock of 
the directors, or try to acquire it at 
any rater <A.—Yes: 
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Q.—So that there would be a new 
Board appointed? A.—Weli ! @id . 
not know anything about the new 
Board. I imagined that he would 
like to have the directors unanimous 
on the sale. 

Q.—Of their stock? A.—Of their 
stock, yes. 

Q.—How did you come to fix that 
$1,250 and $500, making $1,750 tobe 
paid to you by Mr. Pattison? A.— 
Well, I cannot say. I think it was 
not put to me that way. I think he 
asked me what I would take for my 
stock and I said $125. 

Q.—That is to say, on a basis of 
$125 a share? A.—yYes. You see I 
paid par for it. 

Q.—And you thought you ought to 
get an advance? A.—TI had not had 
any interest on the money for four 
or five years. 

Q.—Other shareholders had had no 
interest either, I suppose? A.—Oh 
none of them that I am aware of. 

Q.—Did you know what the stock 
was worth? A.—No sir, I was not 
taking any interest in it. 

Q.—If you had tried to sell it do 
you know what you could have got 
for it? A.—No, I never offered it. 

Q.—Did you know who was going 
to pay tor your stock? A.—No not 
the slightest idea. ; 

Q.—Did you know who Mr. Patti- 
son was going to turn it over to? 
A.—Oh, I understood it was the Peo- 
ple’s Insurance Company. 


Q.—Did you know the price the 
People’s Insurance Company was pay- 
ing? A.—No, I had no idea. 

Q.—You did not ask Mr. Pattison 
anything about that? A.—WNo. 


Q.—Did you know Mr. Pattison 
was being paid something personally? 
A.—I did not know ‘that he was paid 
personally, but I knew that if he 
gave up the position that he had and 
eight years’ longer control, that -he 
would be getting something for it. 

Q.—You assumed he would be get- 
ting something for giving up his po- 
sition? A.—yYes. 

Q.—Had you any amount in your 
mind as to the sum? A.—-No. 

Q.—Were you surprised when you 
found it was $80,000? A.—No, I did 
not think it was out of the way. 

Q.—You thought $80,000 was about 
right ? A.—Well, I considered he 
would have to pay for the rest of 


‘the stock of the other directors out 


of that. 

Q.—Oh no. He did not pay for the 
stock out of that. He only paid the | 
$500 you got, A.—Yes, I mean that. 
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. Q.—The $1,250 would be paid by 
the People’s? A.—He paid the bonus. 
Q.—So that you thought the bonus 


would come from Mr. Pattison? A. 
—Yes. 


Q.—And that the payment for the 
stock would come from the People’s 
Life? A.—Yes. 


Q.—Did you inquire from Mr. Patti- 
son what the transaction wasP A.— 
No, I did not inquire anything about 
it. 

Q.—You just accepted the offer he 
made? A.—Just gave him the offer 
at $125, and I got my cheque, and 
that was the end of it. 

Q.—And you resigned and dropped 
out of the Home Life? A.—Yes. 

Q.—You are not now a shareholder 
in it? A.—No, I was asked to take 
a position on the new Board but I 
declined 

Q.—Were you told at what price 
xoH could get your new stock? A.— 

0. 


JAMES J. WARREN, Sworn, Ex- 
amined by MR. TILLEY : 

Q.—In what capacity did you meet 
Mr. Pattison to discuss the amalgama- 
tion of the People’s Life and the 
Home Life? A.—dAs solicitor for the 
People’s Life. 

Q.—Did he make a proposition to 
you, or did you make a proposition 
to him? A.—Well, I do not know that 
it came about in that way. You see 
negotiations had been begun through 
Mr. McCutcheon and when they reach- 
ed a certain point— 

Q.—Then it was turned over to 
your? A.—I was instructed to look 
after the details of the matter. 

Q.—Is it right to say that the gen- 
eral plan of the amalgamation had 
been arranged before you came into 
it? A.—Well, the general plan of 
the amalgamation was a very simple 
one, and it had been practically ar- 
ranged. 

Q.—What was left to be arranged 
when you took hold of the matter? 
A.—When I took hold of the matter 
it was recognized that the contracts 
with Messrs. Firstbrook and Pattison 
would have to be commuted or taken 
over. That was one thing, and then 
the basis for the. re-insurance of the 
People’s Life contracts had to be de- 
termined. 

Q.—When you say the basis had to 
be determined, had it been agreed that 
it should be on the basis of 100 per 
cent. of the annual premium? A.— 
No, not at that time. 


Home Life. (J. J. Warren, Ex’d.) 

Q.—That had not been fixed? A. 
—It was generally understood they 
were to be reinsured, but the basis, 
as 1 have said, was not agreed upon, 

Q.—Did you discuss the basis of 
re-insurance with Mr. Pattison? A.— 
Oh yes, for many weeks. I may say, 
too, that when the matter was handed 
to me it was understood, Mr. Patti- 
son was to deliver, I hinike it was 1,164 
shares, at all events a definite num- 
ber of shares, at a stipulated price of 
$125 a share, or not that— 

Q.—That is $25 a share? A.—Yes, 
but 25 per cent. of the amount paid, 
of the par; that was.really the only 
definite thing that had been arranged. 

Q.—Was it understood that 1,164 
shares was to include the shares of 
certain persons? A.—The names of. 
those persons were not disclosed at 
ye time ; that is it had not gone that 
ar 

Q.—Did you know that they were 
to be directors? A.—I knew subse- 
quently; during the course of the 
negotiations the names of the holders 
of the shares were disclosed to me. 


Q.—We are not quite understanding 
each other. Was it understood Mr. 
Pattison could turn over to you any 
1,164 shares, or were they to be 1,164 
shares of directors? A.—Oh no, 
there was nothing about that. We 
were not concerned about directors’ 
shares. What we wanted was a sub- 
stantial holding in the company. 

Q.—Did you stipulate for a resig- 
nation of the difectors? A.—I do 
not think I stipulated for that. It 
wags understood that a certain num- 
ber of our directors—I am using the 
word ‘‘our’’ representing the other in- 
terest—would go on the Board, be- 
cause while it was re-insurance, it was 
practically: a combination of thé two 
companies. 

Q.—And as to the number you would 
put on of your old Board and the 
number you would leave, that was to 
be left to you? A.—No, we were not 
so keen after control as that. I think 
if you look at the Board as it was 
subsequently constituted that we 
were in the minority in point of num- 
bers. 

Q.—But there seemed to be no 
difficulty about getting resolutions 
through? A.—Oh well, not if they 
were proper. We did not put any re- 
solutions— 

Q.—Some of them do not seem to 
remember some resolutions. A.—That 
is not my fault. They would probably 
forget some other thing, if you were 
to ask them. 
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* Q.—You were present at the meet- 
ing? <A.—Yes. 

Q.—We will ask you about that 
later. Then you say you arranged 
the terms ot the contract? Did you 
settle the manner in which payment 
of that one year’s premium was to 
be made? A.—Yes. Well, when I 
say I settled it, Mr. Pattison and I 
settled it together, and I reported to 
Mr. Stratton and to Mr. McCutcheon 
with my recomendation, and they ap- 
proved of that. 


Q.—The payment apparently was 
divided into two parts, $50,000 in 
cash— A.—50 per cent. paid in stock 
of the Home Life. 

Q.—That was the idea; 50 per cent. 
to be paid in stock of the Home Life? 
A.—Yes. 

Q.—I suppose that was in order to 
show no depletion of the Home Life 
assets? A.—Well, it would show a 
depletion of the Home Life assets, but 
it was for the purpose of making the 
Home Life as strong .as_ possible. 
There was no intention of taking any 
money from the Home Life. | 

Q.—And there was no intention of 
showing that payment as a lability, 
or as a depletion of the assets? A.— 
Oh well, it could not help but show, 
because the $49,000 would show as 
outstanding capital. 

Q.—Owing to shareholders? A.— 
Owing to shareholders. 

Q.—But still security for policy- 
holders? A.—Well there was $900,- 
000 of unsubscribed capital there, or 
subscribed unpaid capital. The poli- 
cyholders could not suffer. 

Q.—Was it discussed whether that 
stock should be given to the People’s 
at par, or with a bonus, as other 
shareholders had subscribed for it? 
A.—No. As a matter of fact the half 
of the one annual premium was a lit- 
tle less than $49,000, and I think the 
People’s Life gave a cheque for the 
difference. It may have been a little 
less and may have been a little more, 
but the question of the $49,000 being 
taken at a premium or not was not 
considered, the intention being that 
that $49,000 of stock would be held 
until the condition of the Home Life 
Company was very much better than 
it was then, when it would be worth 
a great deal more money; if not, why 
the people who took the $49,000 were 
taking an asset which was not affec- 
ting the general condition of the 
Home Life, assuming that the basis 
of. the re-insurance contract was fair. 

Q.—What experience had you in de- 
termining what was fair for a re-in- 
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surance contract? A.—Well, when I 
took the matter up I got the Secre- 
tary of the People’s Life Insurance 
Company 

Q.—Mr. Kirby? A.—Mr. Kirby; to 
make up a statement for me from the 
Government Reports, showing the cost 
of getting business for, I think, four 
or five of the different companies, not 
the ones that cost the most, nor the 
ones that cost the least, but my idea 
was, or my intention was to strike 
an average of what it was costing the 
average life insurance company to get 
new business. 


Q.—And the conclusion was what? 
A.—And the conclusion was that the 
Home Life could not afford to pay 
that much for the business. 


Q.—How much? A.—It was some- 
thing between 170 and 180 for the 
first year’s premium, I found it was 
costing the company something over 
that; the average was about 170 per 
cent. of the first year’s premium. 


Q.—Do you know the names of the 
companies? A.—I had the names of 
the companies then, but I have not 
them now, and I had better not say 
anything about them, even if I had 
them, perhaps. 


Q.—With that information you did 
what? A.—I took the matter up with 
Mr. Pattison and I found that the 
Home Life had been paying quite 
well for new business. I pointed out 
that to Mr. Pattison and I presented 
these figures that I had obtained; the 
accuracy of them, was admitted, I 
think practically conceded, as a re- 
sult of this inquiry, that business has 
been costing from 170 to anywhere 
you like. 


Q.—What was the discussion? What 
did you ask then? 170 for the Peo- 
ple’s? A.—No, I did not. My in- 
structions from Mr. Stratton were 
that when this arrangement was made, 
if it were completed, the Home Life 
Company was to be in a perfectly 
sound and true position. 

Q.—I should like to know what you 
did. What did you do with Mr. Pat- 
tisonP A.—Well, then we discussed 
what basis. 

Q.—What did you do? A.—Well, 
I submitted those figures. : 

Q.—What did you do? A.—I can- 
not say. 

Q.—What did you ask for? 100 
per cent? A.—I think in the first 
place I asked for 150 per cent. You 
know these negotiations extended over 
seven or eight weeks. 

Q.—Did you know the Home Life 
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had been offering for two companies 
$15 a thousand? A.—No, I did not. 


Q.—Which would be about 50 per 
cent.? A.—I do not know anything 
about that. 


Q.—You do not know anything 
about that? A.—No. I do not know 
anything about what the Home Life 
had done. ‘ 

Q.—Don’t you know that from the 
minutes since? A.—No. 

Q.—Then you finally agreed upon 
100 per cent?. A.—100 per cent., 
payable $49,000—not cash, but pay- 
able $49,000 in 50 per cent. stock, 
and the commission contract making 
the other $49,000 payable in 10 annual 
instalments. 

Q.—Out of the premiums to be re- 
ceived? A.—Yes. 

Q.—Was that so that it would not 
be shown as a lability? A.—Well, 
it was not with that purpose alto- 
gether in view. It was for the pur- 
pose of spreading the payments in 
such a way as to make it as light as 
possible on the Home Life. 


Q.—And not show it? A.—Oh, 
well, I do not know that. 
Q.—Do you deny it? A.—Well, 


when I say that that was not the in- 
tention, I do not know that I either 
assert or deny. 

Q.—Will you deny it now? A.— 
What? 

Q.—That it was not spread over 
that way for the purpose of keeping 
it from not being shown as a liabili- 
ty? A.—No, that was not the inten- 
tion. 

Q.—Was it part of the intention? 
A.—It may have been incident to it, 
but the main object was to make the 
payment for this business as easy as 
possible upon the resources of the 
Home Life, after we had agreed upon 
what we thought—— 

Q.—That is a common way of hid- 
ing a liability of a company, to make 
it a percentage on premiums? A. 
—We have not hidden anything. The 
contract and everything has been pro- 
duced, and there is no attempt at 
hiding. 

Q.—I am not suggesting that you 
hid the contract? A.—It may be 
others hid things, but we have not 
hidden anything. 

Q.—I am asking you whether the 
Home Life was then indebted to pay 
100 per cent. to the People’s, was it 
not? A.—yYes, under the terms of the 
contract. 

Q.—Did you show in the Annual 
Statement of the Home Life that the 
Home Life was indebted to the Peo- 
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ple’s to that amount at the end of 
1905? <A.—I do not know. 


Q.—Do you not know that? A.—I 
do not know that. I did not make 
up the Annual Statement, and I do 
not think I signed it; I am sure I 
did not. It is as it is, you know. 
I mean to say it speaks for itself. 
All I can give you is my knowledge. 

Q.—It is a liability—? A.—Under 
that contract. 

Q.—And if it is not in the Annual 
Statement it is hidden, is it not? 
A.—No, it does not follow. 

Q.—Why not? A.—Well, the $49,- 
000 is in the Annual Statement as a 
liability. 

Q.—The $49,000 is in your Annual 
Statement as a liability? A.—Cer- 
tainly, because it is part of the capi- 
tal stock of the company. 

Q.—I ‘am not dealing with that. I 
am dealing with the 10 payments of 
$6,350? A.—That is a renewal com- 
mission contract, just the same as 
any other. agents treat that in any 
insurance company, with the excep- 
tion that there is some sort of ar- 
rangement by which it shall not be 
less than a certain sum. 

Q.—It is an arrangement that it 
shall be a certain percentage or a 
definite sum, whichever is chosen? A. 
-——Yes. 

Q.—And it is not contingent upon 
the policy of any particular person 
continuing? A.—No, the reason of 
that was 

Q.—That it had to be paid? A.— 
No. That it was not fair for the 
People’s Life to take the risk of the 
Home Life business being in force. It 
ig subject to the option which I have 
mentioned. The ordinary insurance 
agent has a renewal interest in pre- 
miums, and that is never shown as 
a liability. 

Q.—If you cannot distinguish the 
difference between the ordinary 
agents’ renewal commission which is 
contingent on the man keeping up the 
insurance, living and paying the pre- 
mium, we will drop it at that. Then 
besides the amount payable by the 
Home Life it was stipulated that cer- 
tain agents’ advances and so on 
should be taken over at par less 10 
per cent.P A.—Yes. 

Q.—Were you able to form any 
opinion as to the propriety of that 
transaction ? A.—Well, as to the 
propriety of it I found those assets 
admitted by the Ontario Government, 
and the Home Life had the same class 
of asset, and in view of all those con- 
ditions it was agreed that a deduc- 
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tion of 10 per cent. on those would 
be fair. 

Q.—Mr. Kirby thinks that 50 per 
cent. would be a pretty good value 
to put on them, as I gathered from 
his evidence? A.—Well, all agents’ 
advances in all insurance companies 
are not exactly liquid assets. 

Q.—And that is one that is not? 
A.—Well, in all companies it would 
just depend on how they are handled. 

Q.—Then, besides those payments, 
there was the payment to be made 
to Mr. Pattison of $80,000? A.— 
Yes. 

Q.—How was that amount fixed? 
Was it fixed by you? A.—It was not 
fixed by me. 

Q-—Who  waseit dixeduepyr) AI 
mean to say it was not fixed by me; 
it was finally agreed upon between 
Mr. Stratton, Mr. McCutcheon and 
Mr. Pattison as the least amount 
that would be accepted. 

Q.—That is to say it was fixed at 
that amount because you could not 
get the transaction through at any 
less amount? A.—No, I don’t know 
that, because if we had found that 
the amount was unreasonable to any 
great extent we would not have put 
the transaction through. 

Q.—You thought it was reasonable, 
did youP A.—Yes, under the figures 
that were submitted to me. 

Q.—That is to say on the contracts 
that Mr. Firstbrook and Mr. Pattison 
had before you came into the com- 
pany at all, you thought that was 
not unreasonable? A.—You see the 
actuaries made up some figures as to 
the value of it. 

Q.—That report cannot be found? 
A.—Mr. Pattison said he had a report 
from his own actuary, and he gave 
me the figures, and they were more 
than we subsequently paid, but I made 
a rough estimate myself which I have 
not got now, which showed that $80,- 
000 was not an out of the way sum, 
everything being considered. Of 
course Mr. Pattison dilated on the 
services that he had performed for 
the Home Life for which he had not 
been paid, and he said the Home Life 
was in a very commanding position ; 
it was over the hill and that every- 
thing was lovely generally, and that 
it was his services that brought that 
about, and that he did not propose to 
surrender the fruits of his own labor, 
that was the way he put it, and he 
ultimately valued, with our consent, 
the fruits of his labors at $80,000. 
There is the whole situation. 

Q.—That is what he demanded? 
A.—That is what he asked. 
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Q.—Did he ask anything higher than 
that? A.—I think originally—I do 
not know just from anything he said 
to me, but when I got my first in- 
structions I understood, I think it 
was above $100,000. 

Q.—How much above it? A.—lI 
could not say. I think $110,000 or 
$120,000. Then it got down to $90,- 
000. 

Q.—Was it over $120,000? A.—I 
do not think so. 

Q.—But it was $120,000? A.—It 
was $110,000 or $120,000. 

Q.—Are you quite sure? A.—Il 
could not say. I would not go above 
$110,000 to be sure. But, under- 
stand, Mr. Pattison did not mention 
that sum to me. 

Q.—Who did? A.—Mr. McCutcheon. 

Q.—He mentioned that sum to you 
as what Mr. Pattison would want? 
A.—For his contract. 

Q.—What was the highest price 


- Mr. Pattison asked you personally? 


A.—Well, he did not ask me any- 
thing at all personally. 

Q.—What was the highest amount 
mentioned between you? A.-—$90,000. 

Q.—What was the sum you offered? 
A.—I did not offer anything. 

Q.—What was the lowest amount 
ever discussed? A.—$80,000. 

Q.—Was that the lowest ever dis- 
cussed? A.—TI think so, to my know- 
ledge. The $90,000 was supposed to 
be the absolute bottom price. 

Q.—Rock bottom? A.—Rock bot- 
tom price. 

Q.—It struck a lower level after- 
wards? A.—But ultimately we were 
able to get a little better bargain. We 
did the best we could. 

Q.—Whose idea was it to charge 
that amount up to the Home Life? 
A.—It was not charged up to the 
Home Life. 

Q.—Well, through Mr. McCutcheon’s 
contract it was? A.—What we did 
was, we simply substituted McCut- 
cheon’s contract for ‘the contracts we 
had acquired. 

Q.—But it was a matter of some 
surprise to Mr. Pattison now he says 
to find you did not pay that out of 
your own pocket? A.—You mean per- 
sonally P 

Q.—Yes; well, you or Mr. Stratton? 
A.—Kither one of us could do it be- 
fore breakfast as a matter of fact. 
Well, there is not any doubt, Mr. 
Tilley, that Mr. Pattison thought 
what was being done was that his con- 
tracts were being purchased, and the 
agreement under which the money was 
paid covers an assignment of his con- 
tract and an undertaking to procure 
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an assignment of Mr. Firstbrook’s to 
Mr. McCutcheon. 

Q.—It certainly does? A.—And he 
understood—there is not auy doubt 
about it; I cannot give you the exact 
words—he understood that what was 
going to be done was that in lieu of 
this contract Mr. McCutcheon was go- 
ing to get a contract which would be 
approximately the same, as far as 
the Home Life was concerned, and the 
only persons who would suffer would 
be the people who were going to per- 
form Mr. Pattison’s and Mr. First- 
brook’s services, having paid for the 
right to do so. ‘ 

Q.—That is the Home Life, having 
paid for the privilege of letting them 
do so? A.—No. The present position 
of affairs is that the Home Life share- 
holders and policyholders are getting 
better services in my humble judg- 
ment—I do not refer to what I do— 
than they were getting before, and 
they are not paying any more. 

Q.—The $16,000 is not any more? 
A.—No, it is not any more than would 
have been paid if the combination 
had been made and Mr. Pattison and 
Mr. Firstbrook had continued in this 
and the only people who are suffer- 
ing are the executive of the new com- 
pany who are practically working for 
nothing. 

Q.—If that transaction was so fair 
and proper as that, why did you not 
agree to have a resolution of the Home 
Life passed making the payments to 
Mr. Pattison direct for a certain 
length \of time? ‘A.—Because ‘the 
Home Life were not paying Pattison. 

Q.—Why did you put it in that in- 
direct channel? A.—There is no in- 
direct channel. Mr. McCutcheon ac- 
quired Pattison’s and  Firstbrook’s 
rights, whatever they may be. 

Q.—Mr. McCutcheon on acquiring 
Pattison’s and Firstbrook’s rights 
would not have anything the minute 
they dropped out of the company? 
A.—They whuld not have anything 
unless— 

Q.—Unless you saddled it on the 
company? \A.—Unless the people 
with whom he was associated had some 
idea of good faith. 

MR. McLAUGHLIN: Those people 
were to be paid; if Firstbrook’s and 
Pattison’s contracts terminated, they 
were to continue to be paid. 

WITNESS: That is right. The 
commissions would have been paid in 
any event. 

MR. TILLEY: Q.—They would not 
have been payable if Pattison and 
Firstbrook voluntarily retired from 
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the company ? A.—I do not think 
they did voluntarily; they retired 
gracefully but not voluntarily. 


Q.—I do not know whether it is 
gracefully— A.—Well, it is all right. 

Q.—I thought probably you wanted 
to discuss that. 

MR. McLAUGHLIN: Put it in the 
exact form; it says, ‘‘Unless they were 
relieved at their own request in writ- 
ing.’ If they were relieved by the 
company as in this case, the commis- 
sions would still be paid. 

WITNESS: We looked upon their 
rights as vested, whatever value they 
would be worth on the commutation 
basis. 5 

MR. TILLEY: Q.—Would it have 
done to have passed a resolution at 
that time by the Home Life, saying 
that Pattison’s contract and First- 
brook’s contract will be commuted 
now at $80,000, and they will pass it. 
Do you think such a thing as that 
could be spread onthe minutes of the 
company? <A.—Yes, 

Q.—You think it could be done? A. 
—Yes. 

Q.—That shows how little attention 
is paid to the minutes? A.—Why 
not? 

Q.—Because the Directors who were 
here, some of them, said they would 
not have agreed to such a _ proposi- 
tion? A.—I do not know what’ the 
Directors said. I know what we did 
was done quite openly. 

Q.—It was not done very openly 
when not a person in the Home Life 
except Mr. Pattison knew what was 
going on? A.—Understand I was soli- 
citor for the People’s Life, and I was 
not in contact whatever with any mem- 
ber of the Home Life Board except 
Mr. Pattison. 

Q.—I am only objecting to the word 
‘fopenly ?’?? A.—I assumed he was in 
communication with his own people, 
as I was with mine. 

Q.—I am not saying what you 
should have done, but I do object to 
your using the expression that it was 
done openly, because it was not done 
openly. A.—What? 

Q.—The transaction was mot put 
through openly? A.—Well, I was 
there, and the room was full of people. 

Q.—When you discussed the $80,- 
000P A.—No, that was a matter that 
was considered personal to Patti-. 
son and Firstbrook, just the same as 
if we wanted to buy their house, or 
Hei horses, or anything they might 

ave. 
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Q.—Or any other chattelP A.— 
That may be a wrong view, but that 
is the point of view that prevailed. 

Q.—After the amalgamation was 
carried through certain sums _ were 
voted to yourself for travelling ex- 
penses? A.—No, I did not get any- 
thing for travelling expenses. 

Q.—Were you not in that? A.— 
In what? 

Q.—The resolution that provided for 
some travelling expenses? A.—Better 
look it up before you suggest that. 

Q.—Who were the parties? A.—I 
do not know. The resolution, if there 
was such a resolution, will speak for 
itself. I was not a Director of the 
People’s Life. 

Q.—Were you not paid any sum by 
either company? A.—yYes, I was. 
aeinnanees travelling expenses? A.— 

O. 

Q.—For what? A.—I was paid a 
disgracefully low fee for conducting 


the negotiations for the People’s 
Life. 
Q.—How much was it? A.—$250. 


That was the extent to which I was 
in it as you put it. It represents a 
few days’ expenses before the Commis- 
sion I suppose. Do you mean a re- 
solution of the Home Life? 

Q.—In the People’s Life, on No- 
vember 6th, ‘‘Paid travelling expenses 
J. R. Stratton $1,500, F. M. Holland, 
$250??? A.—Well, my name is neither 
Stratton nor Holland. 

Q.—But yours is above, ‘‘October 
23rd, paid J. J. Warren, Home Life, 
travelling expenses $250??? A.—That 
is wrong —travelling expenses. 

Q.—Yes? A.—Well, I should like to 
look at the minutes. 

Q.—Where is the People’s Life cash 
journal P A.—Well, where is the 
minute book, that is what I want. 

Q.—Above that, same date, ‘‘Paid 
J. J. Warren, Sun. value’’?—what is 
that? A.—I do not know. 

Q.—$250? A.—Kindly get the min- 
ute book. I would not like to appear 
to have gotten this fee under thie 
name of travelling expenses. I did 
not travel except locally. 

Q.—We will get that, but that was 
the item in my mind when I was ask- 
ing you? A.—yYes. There is an error 
in the extract. I do not usually get 
fees that way. 

Q.—What was Mr. Stratton’s travel- 
ling expenses? Was that travelling 
expenses, that $1,500? A.—Well, he 
travelled—I suppose he knows more 
about it than I do, but none of the 
Directors of the People’s Life had 
ever received a cent for their ser- 
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vices, and Mr..Stratton, from the time 
he came down from the Parliament 
Buildings, had given the People’s 
Life a very great deal of attention, 
and up to that time he had left the 
matter in the hands of others, and 
that was the amount of the disburse- 
ments he said he had paid, and which 
I believe to be correct in connection 
with his services there. 

Q.—Was it disbursements? Alize 
Yes, disbursements. 

MR. McLAUGHLIN: I should say 
as far as that is concerned, let that 
stand until we get the minute of the 
People’s Life and see what it was paid 
Lor 

WITNESS: I am perfectly clear 
Mr. Stratton’s $1,500 was for his tra- 
velling expenses. 

MR. McLAUGHLIN: Mr. Warren 
is not a Director, and did not attend 
that meeting. 

MR. TILLEY: There is no confu- 
sion about that item? A.—No. 

Q.—You do not need the minutes 
for that? A.—No, I will not put 
you to any trouble about that. 

Q.—You say the explanation of the 
item is that from the time Mr. Strat- 
ton came and gave personal attention 
from day to day— A.—He gave at- 
tention before that too. 

Q.—He told us of a time when he 
came and took a different sort of in- 
terest? A.—That amount was voted 
to him to cover his actual cash dis- 
bursements in connection with the 
People’s Life Insurance Company. 

Q.—Were there any other disburse- 
ments that you know of, of any sub- 
stantial amount? A.—I do not know 
of any except his travelling expenses 
between here and Peterborough. 

Q.—Residing in Peterborough and 
coming up here? A.—Yes, he would 
come up here and spend three or four 
days, and he has to live, of course, 
while he is here. I should like to 
have that matter cleared up myself. 

Q.—We will get it cleared up? A. 
—You see they have a habit of put- 
ting these things in the newspapers, 
and I would not like to have it: ap- 
pear that I received $250 for travel- 
ling expenses. 

Q.—Mr. Holland got $250 for tra- 
velling expenses? A.—That was sup- 
posed to cover his expenses the same 
way. 

Q.—And Mr. Karn? A.—The same 
wav; he lives in Woodstock. 

Q.—And Kloepfer? A.—Yes; he 
lives in Guelph. 

Q.—These three got $250 each and 
Mr. Stratton $1,500? A.—yYes. 
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Q.—Would that be shown as pay- 
ment for services or expenses? 

MR. McLAUGHLIN: The only 
binding entry would be the minute 
which the clerk would enter. We 
will get the book and show what it 
was made for. 

MR. TILLEY: Neither Mr. War- 
ren or myself want the minute. 

MR. McLAUGHLIN: I want the 
minute as representing the company. 
If any clerk entering it up calls it 
travelling expenses when it appears 
in the minutes as something else that 
would not be justified at all. 

MR. TILLEY: All right. 

WITNESS: I would like the min- 
ute in connection with my $250. 

Q.—Is there an entry in the min- 
utes? A.—There is an entry in the 
minute. 

Q.—Is this the book? A.—Yes, 
that is the minute book, here it is, 
19th October 

‘““Moved by Mr. Karn, seconded by 
Mr. Holland, that the solicitor be 
paid the sum of $250 as a special fee 
in connection with the re-insuring of 
the company’s business, in connection 
with the Home Life Association of 
Canada.’’ 

Q.—What date? A.—19th October. 

Q.—That is one item of $250? A. 
—Yes. 

Q.—What is the other? A.—I do 
not know. I did not get any other. 
_ Q.—I should like to see the cash 
Journal 23rd October. You remember 
that item? One is $250 for travel- 
ling expenses— A.—I venture to say 
I know what the other is. 

Q.—Did the Home Life pay you 
anything? A.—Not a cent. 

MR. KIRBY: It is the Home Life 
here. 

WITNESS: But. those are People’s 
Life cheques. That is not a memor- 
andum of Home Life cheques. 

Q.—It does not purport to be at 

any rateP A.—No. 
_ Q.—The other item, you know what 
it 1s you say? A.—I will tell you 
what I think it is. A policyholder— 
I do not think it is necessary to 
mention his name— 

Q.—No? A.—A _ policyholder of 
the People’s Life had a policy which 
he claimed to be in force. It was 
either 10 or 15 year pay life. There 
was a question whether it was in 
force or not. It was issued as paid- 
up for certain services which this 
man claimed he had performed, and 
this man claimed $1,000 under the 
policy. The People’s Life under my 
advice disputed liability, and an ar- 
rangement was finally made by which 
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$250 was paid to him from the Peo- 
ple’s Life ag full settlement of the 
People’s Life liability. I got that 
$250 and I paid it to the man, and I 
got a release of the policy, and the 
policy is on file with the company. 

Q.—You say that the second pay- 
ment of $250 might be a payment 
made to you to disburse? A.—I am 
sure that was it, because there were 
only the two sums of $250 I had any- 
thing to do with. I remember them 
as being the same amount. 

JUDGE MacTAVISH: But only 
one of them for yourself? A.—Oh, 
absolutely, yes. It ought to have been 
very much more. I know all I want- 
ed to do was to make an arrange- 
ment that would make a strong in- 
surance company, and that is all Mr. 
Stratton wanted. 

MR. TILLEY: Q.—January lst, 
1906, there was an item $7,085.75 
paid to F. M. Holland? A.—I do 
not know. If you had asked me yes- 
terday I might have found out. 

Q.—And another entry on Febru- 
ary Ist, 1906, ‘‘Paid $5,025.40, for 
retiring debenture stock.’ Had you 
anything to do with the retiring of 
debenture stock? A.—No, I did not. 
I knew in a general way what was be- 
ing done. Certain debenture stock 
was being dealt with, and stock was 
being taken off our hands after some 
negotiations. I had to do with some 
of them, but as a rule the negotiations 
were conducted in the company’s of- 
fice. The people came in and they 
were told exactly the position of af- 
fairs, and an arrangement was made 
with them which so far as I know 
was satisfactory. 

Q.—I should like to get that book, 
but other than that, that is all I 
have to ask you? A.—Which book? 

Q.—The People’s cash book which 
has been sent for? A.—You_ see 
there is a minute of the $250. The 
other $250 is in there too. 

Q.—But in the copy I have here— 
A.—Who made that? 

Q.—There is one here for sur. 
value? A.—That is surrender value. 
It is the surrender value of that 

olicy. 

Q. That is in at $250? A.—Yes. 

Q.—That would explain that item ? 
A.—Yes. ; ; ites 

Q.—And the other item is ‘Paid 
the Home Life J. J. Warren travel- 
ling expenses, $250;’’ that might be a 
mistake of the clerk putting it in 
the journal? A.—Travelling ex- 
penses is wrong. P 

Q.—There should. be a transcript 
in the cash book of the entries au- 
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thorized by this minute, which is the 
fee payable to you on the negotia- 
tions? A.—Yes. 

MR. McLAUGHLIN: There will 
be no refund required on account of 
that fee? 

WITNESS: I should not think so. 

Q.—You had a policy in the 
Peoples, Mr. Warren, had you not? 
A.—I have not. 

Q.—When did it lapse? A.—It 
did not lapse. It was exchanged for 
a policy in the Home Life. It was 
done, not at my request or with my 
consent altogether. It was a policy 
that the Home Life said was written 
at a very low rate; the premium was 
too low and they askéd me if I 
would be willing to ‘increase; they 
wanted me to have some insurance in 
the Home Life; that policy was for 
$3,000 in the People’s and they asked 
me if I would take out a _ $5,000 
policy in the Home Life and we made 
an arrangement under which the 
People’s Life policy was cancelled 
simultaneously with the new policy 
going into force, and I was told af- 
terwards—Well, I don’t mean to say 
I was deceived at all but I found the 
premium I was paying in to the Home 
Life was considerably in excess of 
the premium I would have been pay- 
ing per thousand under the old pol- 
icy. J mean to say, if anybody got 
the worst of the deal I did; I am not 
posing as any martyr on the subject 
but that is the fact. 


Q.—-Then was an arrangement made 
to cancel the one policy and take an- 
other’ policy in substitution before 
the end of the year? A.—It was’ not 
for a 3lst of December purpose. 

Q.—No I am not saying that? A. 
—I cannot tell you the date. 

Q.—I am asking you for the pur- 
pose of coming to a conclusion as to 
whether there should have been a re- 
serve on your policy? A.—I don’t 
think so, because I will tell you what 
happened; they, allowed me the sur- 
render value of the old policy as 
part of the premium that I paid on 
the new, and the old policy was ab- 
solutely cancelled the moment the new 
one went into force and the only re- 
serve that would have to be put up I 
should say would be the reserve in 
respect of the new policy because 
that was the only liability there was. 
That was done before the end of the 
vear. I was re-examined just as if 
it were a new insurance. 


A. J. PATTISON recalled. Exam- 
ined by MR. TILLEY: 
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Q.—Then, Mr. Pattison, did you 
ascertain what monies you were paid 
by the Homestead Company? A.—My 
salary? 

Q.—Yes? A.—yYes, I have+a mem- 
orandum here, as far back as 1896. 

Q.—That is far enough? A.— 
What do you want to know? 

Q.—I would like to know what the 
salary was in the Homestead? A.— 
In 1896. 

Q.—Yes. A.—$2,125. 

Q.—And in 1897? A.—$1,875. 

Q.—Just go on and read them out? 
A.—Perhaps I had better give you 
the net amounts. These are not net. 

Q.—Why do you say not net? A. 
—Because I paid office expenses per- 
sonally. 

Q.—Then let us have the net 
amount? A.—$1,825 in 1896, and 


$1,575 in 1897. 


$1,075 in 1898. 
$1,140 in 1899. 
$900 in 1900. 
$840 in 1901. 
$640 in 1902. 
$565 in 1903. 
$640 in 1904 and 1905. 


Q.—Each year the same? A.—Yes, 
each year the same for the last two 
years. 

Q.—Then was the Homestead of- 
fice in the same office as the Home 
Life? A.—At one time they had of- 
fices adjoining. 

Q.—And how long did that con- 
tinue, down to what date? A.—Down 
to the time of the purchase of the 
Home Life building. 

Q.—Then what happened? A.—The 
offices were in the same building. 

Q.—Adjoining? A.—No, they were 
separate. 

obeyed were Manager of both 
companies still? A.—Yes. 

Q.—Both the Home Life and the 
Homestead? A.—yYes, I was Man- 
ager of both companies. _ 

Q.—To what extent did you have 
to devote your time to the business 
of the Homestead, where was your 
office? A.—In the Home Life. 

Q.—To what extent did you give 
up your time to Homestead _ busi- 
ness? A.—I don’t know that I 
could say exactly how many hours I 
put in in the Homestead office every 
day, my time was chiefly given to the 
Home Life. Almost exclusively. 

JUDGE MacTAVISH: You had an 
office also with the Homestead? A.— 
T had, ves. 

MR. TILLEY: Had you a-room in 
the Homestead office? A.—We had 
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the usual Loan Company office. A 
cashier’s office and a bookkeeper. 

Q.—Was there a private room for 
yourself in the Homestead office? A. 
—Not a private room. There was a 
part of the office set aside for the 
Manager’s office. 

Q.—Were you there two hours a 
day? A.—On the average, no. 

Q.—An hour and a half? A.—I 
don’t think so. I was always avail- 
able for any business transaction com™ 
ing up requiring the attention of the 
Manager, which was not often, be- 
cause the Company was quite small. 

Q.—Your office accommodation in 
the Home Life was better than your 
office accommodation in the Home- 
stead? A.—The business was very 
much larger. 

Q.—And I suppose that the other 
officers and employees in the Home- 
stead would rather come to you than 
you to them in most cases? A.—I 
think so. — 

Q.—Were you under a contract 
with the Homestead? A.—I think I 
told you on Friday that they had a 
contract with me for 10 years. 

Q.—When was it dated? A.—It 
would be about the establishment of 
the company in 1886. 

Q.—1886 cr ’96? A.—1886. 

Q.—A 10 year contract in 1886? 
A.—About that time. 

Q.—And from that time on had 
you a contract? A.—wNo. 

Q.—You had no definite contract. 
Then had Mr. Firstbrook any arrange- 
ment with the Canadian Homestead ? 
A.—Mr. Firstbrook was  Vice-Presi- 
dent of the Company from the time 
of its establishment down to the time 
of the death of the late John Hil- 
lock, when he became President. 

Q.—Had he any contract for his 
remuneration? A.—None whatever. 

Q.—What remuneration did he get? 
A.—My impression is that $300 a 
year was voted to the directors and 
was divided between the President, 
Vice-President, who acted as Treasur- 
er, and the other directors. I would 
not say that that was voted every 
year, because I know there were a 
number of years when nothing was 
voted to the directors. 

Q.—As I understand from you the 
condition of matters in the Homestead 
was that there was no binding con- 
tract between yourself and the Home- 
stead or between Mr. Firstbrook and 
the Homestead as to any remunera- 
tion ? A.—Whether the contract I 
had which expired gave me the right 
to continue to draw the salary which 
I was receiving when that contract 
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expired or not, I don’t know. The 
question was never raised. 

Q.—And how is it that there was 
such a variation in the amounts paid 
to you, was that based by way of com- 
mission on business? A.—The orig- 
inal sum was based on commission and 
I think reached $2,500 or $2,800. 

Q.—Then in subsequent years how 
was it fixed? A.—In_ subsequent 
years it was reduced voluntarily by 
myself. 

Q.—Based on commissions still? A. 
—No, upon the amount of service I 
was giving to the company. 

Q.—You were giving less services as 
the Home Life business increased, pro- 
bably? A.—The business of the Can- 
adian Homestead had changed from 
a corporation having a very large num- 
ber of shareholders and a large num- 
ber of monthly payments, into per- 
manent stock, and the work of the 
company was necessarily very much 
reduced. 

Q.—When did you cease your con- 
nection with the Home Circle? A.— 
1892 or 1893, I think. 

Q.—So that we will not bother with 
the remuneration there. Then you 
sold out the Homestead Company 
shortly after you sold out your inter- 
est in the Home Life? A.—No, I 
did not sell out the Homestead Com- 
pany, I resigned my position as a di- 
rector of the company and sold my 
shares. 

Q.—In the same way you did the 
Home Life shares? A.—TI transferred 
my stock. 

Q.—Was the negotiation for the 
sale of your Homestead stock carried 
on at the same time as the negotia- 
tion for the sale of your Home Life 
stock? A.—No, I don’t think so; I 
think that was a subsequent transac- 
tion. 

Q.—Had you not pretty well com- 
pleted your arrangement for the 
Homestead at the time you closed the 
transaction for the Home Life? A. 
—Is the Canadian Homestead matter 
a subject of the Insurance investiga- 
tion ? 

Q.—Yes, I think so. I want to 
find out what your services were worth 
and what was involved in releasing 
you from devoting your time to Home 
Life matters? A.—I have no objec- 
tion to giving the Commission any 1n- 
formation in my power, but I would 
like to know whether the Canadian 
Homestead is really a life insurance 
matter or not. 

JUDGE MacTAVISH: It is your 
connection with the Homestead that 
is important. More important than 
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the investigation of the affairs of the 
Homestead Company. I think you 
may give us all the particulars of your 
connection with it at the time that 
you were connected with the Home 
Life? A.—Well, I have tried to do 
that by stating exactly what my re- 
muneration was. Subsequent to the 
transfer of the Home Life stock, the 
directors and some shareholders of the 
Homestead carried into effect a tran- 
saction which had been under consi- 
deration for several years. That was 
the amalgamation of the company 
with a larger company. Our company 
was a small one, having 160 or 170 
thousand dollars of assets only, and 
finding the rates of interest on mort- 
gages falling, the expenses of man- 
agement including’ Government fees, 
made a charge on the business which 
was out of proportion to the capital 
and the arrangement was thought ad- 
visable and was under contemplation 
for several years. It was not con- 
summated prior to the sale of our 
Home Life stock. 

MR. TILLEY: But you knew that 
it was in a position so that you could 
consummate it at any timeP A.—I 
knew that we had assets which would 
be taken over by almost any loan 
company in the city. 

Q.—I am not asking you that. I 
asked you if you did not know that 
you could consummate that arrange- 
ment; was it not your intention when 
you gave up the Home Life to give up 
the management of those two com- 
panies and take the management of 
the Grand Valley Railway? A.—It 
was not. 


Q.—What was your intention, to 
continue the Homestead? A.—wNo, I 
did not see that the Homestead could 
be continued. 

Q.—Then it was your intention to 
give up the Homestead? A.—It was 
my intention to make an arrangement 
to the advantage of the shareholders 
of that company when an opportun- 
ity arose. 


Q.—It was your intention, so far 
as you were concerned, to give up 
the Homestead? A.—Not necessar- 
ily, no. If I had wanted to give up 
the Homestead I certainly would have 
stopped taking the responsibility of 
the management of it, when my sal- 
ary got down to $500 or $600 a vear. 

Q.—Except that you had the Home 
Life contract at the same time. Was 
it your intention, when you closed out 
the Home Life transaction to close 
up your management of the Home- 
stead? A.—No, it was not. 
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Q.—Did you say the Homestead 
could not continue?’ A.—I did not 
say they could not continue. I said 
the expenses in proportion to the 
amount invested, with falling inter- 
est on the securities, rendered a con- 
solidation advisable and that was un- 
der contemplation for several years. 

Q.—What date did the consolida- 
tion of the Homestead go through? A. 
—I cannot tell you that. 

Q.—What month? A.—I cannot 
tell you. That was carried through 
by others than myself. 

Q.—Who carried it through? A. 
—The directors of the company. 

Q.—Then you did not carry that 
transaction through?! A.—I did not. 

Q.—Was it carried through in Oc- 
tober, 1905?  A.—Well, I have told 
you I don’t know the date; I cannot 
tell you the date. 

Q.—Were you paid anything in con- 
nection with the amalgamation of the 
Homestead Company for releasing 
vour position? A.—I was paid for 
my stock in the Homestead, I had no 
contract there. 


Q.—You may not have had a con- 
tract but were you paid anything? 
A.—Yes, I was paid for my stock. 

Q.—In addition to your stock? A. 
—Well, I did not regard it as in ad- 
dition to my stock. 

Q.—How much stock had you? A. 
—I think about $4,000. 

Q.—How much was paid up on it? 
A.—I believe it was fully paid. I 
can give you the exact figures. 

Q.—And what were you paid? A. 
—In that case, as in the Home Life, 
there was a division of the monies 
received. ; 

Q.—A division between whom? Was 
Mr. Firstbrook in that division? A. 
—Yes, to a very small degree. 

Q.—Were any other direbtors of 
the Home Life in that division? A. 
—Any directors of the Home Life? 

Q.—Yes, any of the persons who 
were directors of the Home Life, were 
they also in the Homestead division? 
A.—I think there was one; I am not 
sure whether there was one or two. 

Q.—Here is a list of the directors 
of the Home Life? A.—I know, but 
T would have to look at the cheques in 
connection with the transaction in 
order to see if more than one director. 
1 Q.—What one was in? A.—Mr. 
John §. King and Mr. Curry were 
directors of the Homestead. 

Q.—You say one was paid some- 
thing? A.—I think one; I am not 
sure. 

Q.—Which one? A.—I don’t want 
to speak from memory. 
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Q.—If there is any doubt about it, 
I do not want you to speak from mem- 
ory either? A.—I would prefer to 
get the information for you. — 

.—How much was divided in con- 
nection with the Homestead transfer ? 
A.—If you will allow me to turn to 
the records after you adjourn, I will 
give you those facts. 

Q.—Then you were to examine to 
ascertain whether there was any money 
that should have been credited under 
the contract to you that was not paid 
to you? A.—I had not enough time 
to go carefully through the books, 
particularly as it involved an exam- 
ination of the premium receipts and 
a computation of the commissions cre- 
dited. I did find, however, that the 
statement made to you that all monies 
had been credited and paid, was in- 
correct. 

Q.—To what extent did you find it 
incorrect? A.—I think there is just 
one entry there. That is the only 
entry I had the time to discover last 
night. There is about $1,000 was 
charged back. | 

Q.—That is $1,000 that was credited 
to you had been charged back again? 
A.—Yes. ; 

Q.—Do you know the circumstances 
under which that was done? <A.— 
Well, 1 think the contract explains 
that. There are two entries there 
that seem to be of the same character. 

Q.—May it not have been a mistake 
in crediting it to you in the first 
place? A.—I don’t think so because 
I have a distinct recollection of not 
having received what I was entitled 
to, and that is a recollection I would 
not have. 

Q.—And that entry would confirm 
your impression of that?i A.—Yes. 

Q.—But you cannot be certain, with 
the time you had to investigate, is 
that it? A.—Yes. 

Q.—Then you were to find out what 
prices you paid for the Home Life 
stock? A.—I have not been able to 
get the details of that. Since my 
office was moved the books have not 
been put in the same order they were 
before. I have made a list of all the 
stock purchased by me from the year 
1900 up to the present date and of 
the shares transferred with the ex- 
ception of those shares which were 
taken for company purposes. 

Q.—That is holding it in trust for 
the company? A.—Yes. I have 
that list here. I have been able 
to get this morning the items of three 
or four of the larger accounts, that is 
of the larger number of shares pur- 
chased and I find that the informa- 
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tion I gave you is substantially cor- 
rect, that I paid 18 and 20, that was 
The shares 
were purchased by me in 1900, that 
is outside of my holdings which were 
then quite large. In 1902, 142; 1905 
57; and 1904, 122. The 122 included 
the estate of the late Mr. HiHock. 
This is the list. 

Q.—In 1905 did you make any con- 
siderable purchase? A.—No, I had 
been buying gradually. The whole 
purchase that year was only $2,400. 

Q.—Would it be fair to say the bulk 
of it was at 18 and 20? A.—I think 
so. That is my recollection of it. I 
would like to add that in no case were 
any shares purchased by me without 
a strong recommendation to the share- 
holders to reclaim them and I only 
purchased them because of their de- 
sire to sell and perhaps inability to 
sell elsewhere. 

Q.—And no shares were purchased 
by you when you knew you were go- 
ing to consummate the arrangement 
with the People’s? A.—No. You 
have a note about the Annual Meet- 
ing; you wanted to know if the con- 
tract made with Mr. Firstbrook and 
myself had been submitted to the 
shareholders. I find that it has. It 
was mentioned in the notice calling 
the meeting and referred to at the 
Annual Meeting. 

Q.—If your Honors will permit me, 
I will make a statement as to what 
the books show regarding the pay- 
ments to Mr. Warren. On October 
23rd there is an entry ‘J. J. Warren, 
Surr.”? which we transcribed ‘Sun,’ 
but it is ‘Surrender value.’’? ‘$250.’ 
That would be for the policy of course. 
Then the next item is ‘‘October 24th, 
Home Life Association, J. J. Warren, 
travelling expenses, $250.’ That 
would be the second item that I re- 
ferred to when saying travelling ex- 
penses, but Mr. Kirby states that that 
is the item that Mr. Warren explain- 
ed, and that undoubtedly is for his 
services and it is the bookkeeper’s 
error, which seems to be a fair ex- 
planation. 

MR. KENT: I suppose the entry 
is one of several and the other entries 
were travelling expenses. 

WITNESS: I have that information 
for you now. The question was 
whether the contracts of Mr. First- 
brook and myself were submitted to 
the shareholders’ meeting. At the 
annual meeting on February 14th, 
1899, of shareholders and policyhold- 
ers, a notice calling the meeting 
states, ‘‘general business, adoption of . 
by-laws, election of directors, adop- 
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tion of annual report, confirmation of 
contracts, etc.’’ At page 654 there 
is this resolution: ‘‘It was moved by 
Dr. John S. King, seconded by Mr. 
John Hillock, that the contracts en- 
tered into by the Board of Directors 
on behalf of the Association with the 
Chairman of the Executive Commit- 
tee, Mr. John Firstbrook, and the 
General Manager, Mr. A. J. Patti- 
son, be and they are hereby approved 
and confirmed. Carried unanimously.’’ 

MR. TILLEY: Who were present 
at the meeting? A.—‘“‘A. M. Ste- 
venson, William Moss, F. C. Shep- 
pard, John Hillock, J. R. Roaf, Al- 
fred Hoskin, Joseph Tomlinson, Dr. 
King, John S. King, John Firstbrook, 
Rev. Fox, W. J .Davies, A. J. Patti- 
son and Robert White, Hamilton, in 
person.’’ And then a lot of persons 
represented by proxy. 

Q.—Who was the proxy?! A.—I 
couldn’t say now. I presume the 
usual proxy, the President, Vice-Pre- 
sident and Manager. 

Q.—The President, Mr. Hiuillock, 
Vice-President, Mr. Firstbrook, and 
yourself? A.—You are speaking of 
the Home Life now. Mr. Harcourt 
would be, I think, President at that 
time. 

Q.—Mr. Harcourt, apparently, was 
not there? A.—No, he appears not 
to have been. 

Q.—So that the proxies for the sub- 
stantial vote at that meeting would 
be held by yourself and Mr. First- 
brook?) A.—Yes. I think it is fair 
to say that no proxies were ever voted 
at any annual meeting of either com- 
pany. 

Q.—I suppose no vote would be 
taken really; it would be practically 
agreed to unanimously? A.—No 
proxies were ever used by me in con- 
nection with any annual meeting at 
any time, either of this company or 
of any other. 

Q.—Do you remember that  meet- 
ing Mr. Pattison? A.—Well, only 
somewhat vaguely, it is a long time 
ago. 

Q.—Were the agreements read, do 
you remember? A.— I could not 
swear to that. I would think they 
would be read. I see they were be- 
fore several meetings of the Board of 
directors, not just one, and I pre- 
sume they would be read. They cer- 
tainly would not be passed without 
the details of the contracts being pre- 
sented to the shareholders so _ that 
everyone would know what they were. 

Q.—I suppose that is all you can 
say about it at this date? A.—That 
is all I can say at this date. 
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Q.—Then, leaving that question, | 
would like to ask you about’ the 
Schloss transaction. The company 
purchased a certain number of shares 
of Schloss at 714? A.—They did. . 

Q.—How many shares? A.—They 
authorized the purchase of 200 
shares. I purchased 100. 

_ Q.—And that was regularly author- 
mi by the Board of Directors? A.— 
es. 

Q.—I mean the executive commit- 
tee. No, that is the Board Minutes 
at page 267 where it is referred to 
the Executive Committee? A.—I 
have 267. That seems to be subse- 
quent to the purchase of the stock 
and they were considering a_ state- 
ment. 

Q.—That is not authorizing the 
purchase? A.—June 16th, 1903 
would hardly be. 

Q.—No, the purchase was Iebru- 
ary 20th, 1903? A.—Yes, this was 
subsequent to the purchase. ‘‘It was 
moved by Rev. Dr. William Briggs 
and seconded by T. W. Boddy, that 
the Manager be and he is hereby auth- 
orized to purchase not exceeding 200: 
shares of Schloss Sheffield Steel and 
Iron stock at the market price; also 
1,000 shares of Canada Permanent 
Loan Company stock at the market 
price. Carried unanimously.”’ 

Q.—Who were present? <A.—Mr. 
John Firstbrook, Dr. Briggs, T. W. 
Boddy, Mr. John S. King, Dr. John 
S. King, Mr. John Hillock, Mr. J. 
W. Curry, Mr. Frederick Diver and 
myself. 

Q.—Did you take those minutes? 
A.—Yes. 

Q.—When it says Dr. Briggs mov- 
ed the resolution and Mr. Boddy se- 
conded it, did that actually take 
place? A.—That actually took place. 

Q.—There has been some state- 
ment that probably resolutions are 
not always moved by the person whose 
name appears? A.—I heard _ that 
statement made yesterday, but it 
never happened in my experience. 

Q.—Where a resoluion is moved by 
Mr. Curry or by Dr. Briggs or any 
other director, that ig correct? A.— 
It means exactly what it says. 

Q.—Did you give the date of that 
resolution? A.—The date of that 
resolution was February 11th, 1903. 

Q.—Was that on your recommenda-. 
tion? A.—It was against my recom- 
mendation. 

Q.—What was your recommenda- 
tion? A.—I was not in favor of the 
purchase of any commercial 
shares in a commercial company, and 
I expressed a doubt at the meeting 
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of the right of the company to invest 
their funds in that class of security. 

Q.—Under the Insurance Act, do 
you mean? A.—Under the -Insur- 
ance Act. 

Q.—That is you commented on the 
illegality of it, as you thought. A. 
—No, I did not put it that strong at 
the meeting, because I was not cer- 
tain. I expressed a doubt, that is 
all. 

Q.—You discussed the legality or 
otherwise of such transaction? And 
then you also discussed whether it 
was a prudent transaction, is that it? 
A.—Well, I was not in favor of it. 
I found my Board unanimously in 
favor of it and I was only the Man- 
ager of the Company. 

Q.—So that the Board passed that 
resolution against your judgment. A. 
—Yes, against my judgment. 

Q.—And it was passed with the 
knowledge communicated by you 
that it might be outside the power 
of the company to make the pur- 
chase? A.—Well, I would not like to 
put that too strong; I say I expres- 
sed a doubt, that was all then. That 
was all I could cast; I had not access 
to the necessary information. 


Q.—All the other directors then 
were in favor? A.—I think they 
were unanimously in favor of it. 
They regarded it as a good _invest- 
ment. 

Q.—Then did you make the pur- 
chase? A.—I did make the_ pur- 
chase, yes. Before doing so, I con- 
sulted the President, or Vice-Presi- 
dent, I am not certain which it.was 
then, and pointed out to him that my 
doubts seemed to be confirmed with 
regard to the right of the company 
to purchase stock and I asked him if 
I should proceed with the purchase 
or not. He said that he did not see 


that I could call in question the in-— 


structions of the Board, and I bought 
the stock. ; 

Q.—Was that Mr. Firstbrook? A. 
—I am-—not sure whether it was Mr. 
Firstbrook or Mr. Harcourt. I am 
speaking from memory. I knew I 
went to one of the chief Executive 
officers. 

Q.—And then -the transaction was 
put through? A.—Yes. 

Q.—Did you have any Schloss stock 
at that time? A.—I bought 100 
shares of Schloss Sheffield stock at 
that time, personally. 

Q.—At the same time the 100 the 
Company bought? A.—Yes. 
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Q.—And you gave instructions for 
both at the same time? A.—Yes, at 
the same time. 

Q.—Did any other directors have 
any Schloss stock? A.—Not to my 
knowledge. I didn’t know anything 
about that. 

Q.—So Schloss stock could not have 
been a bad investment in your judg- 
ment at that time, if you put your 
Own money into it? A.—I was not 
speaking of the character of the in- 
vestment; it was a question of the 
right of the company to purchase and 
a question of the propriety of buying 
a commercial stock. It was not a 
question of the stock at all. 

Q.—Did the company pay for the 
Schloss stock outright? A.—Yes. 

Q.—At once? A.—At once. 

Q.—Do you know which way the 
market went at first? A.—I think I 
can recall that it went down almost 
immediately after the purchase was 
made. 

Q.—Did it go down immediately or 
go up for a day or two? A.—I don’t 
think it ever exceeded the price paid 
by the company. If it did, it was 
only a trifle. My recollection is that 
it did not. 

Q.—Did you take your stock out- 
right?) ~A\——L! did. 

Q.—Paying for it outright? A.— 
Yes. 

Q.—In anyway assisted by the 
Company? A.—WNo. 

Q.—At the end of the year you 
still were carrying that stock? A.—I 
was still carrying the stock, yes. 

_ Q.—And the company was carrying 
its stock? A.—Yes. 

Q.—No question had been raised at 
that time as to selling, I suppose? 
A.—Well, I think the minutes would 
show continuously a_ reference at 
every meeting. I am not sure now, 
but that would be my impression. 

Q.—Just as to the movement of the 
stockP A.—Yes, the conditions. 
7 That: 18° so; For instance a 
further drop is reported, and then I 
think you investigated it, did you? 
A.—Yes. 

Q.—Did you go down there, to the 
worker A\-——Yes; 

Q.—Sent by the company? A.—Yes. 

Q.—Paid by the company? A 
Well, partially. I think I drew on 
my own resources for a share of the 
expenses. 

Q.—Was the intention not that the 
company should pay it allP A.—Well. 
I have never made any trip yet at 
the expense of someone else, when I 
did not pay something myself. 
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Q.—There is no saving on your tra- 
velling expenses for you? A.—No. 
_ Q—Then Mr. Firstbrook went 
down? A.—Mr. Firstbrook went 
- with me at my request. I did not 
care to take the responsibility. A 

Q.—The two of you went down in 
respect of the investment of $7,125 
in the stock of the company? <A.— 
We did, because of the conditioa of 
the market at that time. 

Q.—At what price was the stock 
at that time? A.—I could not tell 


you now. 

Q.—About? A.—{ could not tell 
you that. It would be only a con-. 
jecture. 


Q.—Did you know then whether Mr. 
Firstbrook had some Schloss stock? 
A.—I think I would have known if he 
had. I don’t know that he did not 
have. 

Q.—Your impression is that he had 
not? A.—My impression is that he 
had not. 

Q.—Then at the end of the year 
what became of that stock, on the 
3lst December? A.—I gave my 
cheque for the stock on the 31st of 
December, deposited it in the bank, 
and took the shares up, and trans- 
ferred them to the company again 
on the Ist of ers or the 2nd Janu- 
ary. 

Q.—The intention being to take it 
out of the company’s possession for 
the purpose of the Annual Statement? 
A.—Well, it was not for the purpose 
of concealing the transaction because 
the items follow each other in the 
ledger and are apparent, but my view 
was and it was afterwards confirmed, 
that the insurance department would 
not accept that security and that it 
would not appear in the reports; as 
a matter of fact, what- happened show- 
ed that I was correct; it was taken 
out of the reports by the department 
and never appeared as a transaction 
on the books. 

Q.—Have you the ledger, Mr. Kir- 
by, with that in? The Home Life 
ledger with the Schloss transactions? 
(Mr. Kirby produces a ledger.) A. 
—I did not make the entries in the 
ledger, but that is my impression of 
it. 7 

Q.—What you say is that you had 
the impression that that stock would 
not pass the Departmental Examina- 
tion at Ottawa? A.—I was sure of it. 

Q.—And was it because of that feel- 
ing on your part that you took it out 
at the end of the year? A.—It was 
entirely. 

Q.—Then on the 2nd January it was 
brought back? A.—Yes. 
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Q.—The first sheet of the ledger th 
is headed ‘‘Schloss,_ Sheffield ips pe 
Steel Company,’’ contains the pur- 
chase and the purported sale at the 
end of 1893; then the next sheet com- 
mences with what purports to be a 
purchase in 1904 and a sale on June 
29th, 1904: Then the object of tak- 
ing 1t out at the end of the year was 
so that it would‘not appear in your 
Annual Statement, isn’t that right? 
And there would be no dispute with 
the Department if they did not dis- 
cover that you had it later on? A. 
—Oh no, if the Department had not 
discovered that we had it, they would 
have been informed. 


Q.—Then why did you go to the 
trouble of taking it out at the end 
of the year? A.—Because, if that 
item was on our books at the end 
of the year, it would appear in the 
report. : 


Q.—Then it was to keep it out of 
the Report? A.—It was to keep it 
out of the Report because it had no 
proper place there. 


Q.—Although the company owned 
it? A.—The company owned it. 


Q.—Then why had it not a proper 
place there, if the company owned 
it? A.—Well, during the time they 
were holding my money I presume T 
owned it. 


Q.—Do you presume you owned it? 
A.—I don’t presume. I suppose if 
you pay for a thing you own it. 

Q.—Do you say that seriously, that 
you supposed you owned that stock? 
And the company was entitled to keep 
your money? A.—You can put the 
legal aspect of it any way you like. 
The fact is that the company had my 
money, that is all. 

.—The company had your money 
aca: & of December? A.—Yes. 
.—By you issuing a cheque 
bank? . A.—Yes. : se 

Q.—On the 2nd January you got 
the company’s cheque back? Ais 
Yes. 

Q.—Made out by yourself? Az 
Well, I did not make out cheques. 

Q.—Who did make out cheques? A. 
—Mr. Walker. 

Q.—He did not sign them?” A.— 
The Vice-President and myself or the 
President. 

_Q.—Did you discuss with the Pre- 
sident or Vice-President that you 
were going to take that stock out at 
the end of the year? A.—It was 
mentioned a number of times by me. 

Q.—To whom? A.—I cannot say 
now. Tt would be Mr. Firstbrook, 
IT should think and Mr. King and Mr. 
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Curry, probably, I mentioned the 
matter a number ot times. 


Q.—In what way did you mention 
it? A.—That it was an investment 
that I was satisfied was not contem- 
plated by the Insurance Act. 

Q.—That you expected that there 
would be difficulty with the Depart- 
ment? A.—I did not expect diffi- 
culty with the Department, because 
I thought I knew what the Depart- 
ment would do. 

Q.—What would the Department 
do? A.—Simply ask that that se- 
curity be taken out of the books and 
made good. \ 

Q.—And you took it out on the 31st 
December, but you put it back in the 
books on the 2nd January? A.— 
Yes. 

_ Q.—The stock then being worth 

what? A.—I cannot tell you. I 
don’t remember the market quotations 
of Schloss Sheffield Steel now. 

Q.—You did not at any rate in- 
tend to take the stock yourself and 
keep it? A.—I did not. 

Q.—It was quite understood that 
you would put it back on the 2nd 
January? A.—That was the inten- 
tion. 

Q.—I suppose you would deposit the 
company’s cheque before your cheque 
would be cashed? A.—Well, I did 
not do anything like that, sir. 

Q.—That would be the fact, would 
te Nove oN, 10 would, not. 


Q.—You say that the $7,125 wa: | 


actually taken out of your account 
before you put in the Company s 
cheque? A.—I don’t think that the 
cheque that was dated in January 
was drawn in December. 

Q.—I don’t think so, either, but I 
think your cheque for $7,125 would 
be deposited and reach your account 
about the 2nd January and by that 
time you would have the Company’s 
cheque there? A.—I couldn’t say 
which bank the account was kept in 
now. If it was the same bank, of 
course the cheque would go through 
the same day. If it was not it would 
take two days to go through. 

Q.—You have your bank book or 
can you get it? A.—TI think I have 
my bank book at that time. 

Q.—At any rate whether it came 
out of your account for a day or two 
is probably not material enough to 
bother asking you to get the book. 
Who made the inspection for the 
Department after you put in your 
Annual Return? A.—Mr. Blackadar. 

Pepi he object to that item? A. 
= ee, 
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_Q.—And say that you must take 
1t out of the books? A.—He said 
that was an improper security for 
the Company to invest in. 

Q.—Did he meet yourself and any 
other persons in the Company about 
it? A.—I think he met Mr. Curry 
and Mr. Firstbrook and myself. 

Q.—Exhibit 28 already filed con- 
tains Mr. Blackadar’s account of 
that. He says he saw Mr. First- 
brook yourself and Mr. Curry? A. 
—That is my recollection. 

Q.—And that you promised then to 
take it out of the books? A.—Yes. 

Q.—And you were to send _ notice 
and evidence to the Superintendent 
that that had been done? A.—Yes, 
that is my recollection of it. 

Q.—Then on the 30th June, as 
shown by that Exhibit, you wrote Mr. 
Fitzgerald, ‘‘I beg to advise you that 
the investment reported on the 3lst 
December in Schloss Sheffield Iron 
and Steel stock, has been disposed 
of and is represented by a special de- 
posit in the Dominion Bank of To- 
ronoto for $7,125, which I trust will 
be satisfactory.’’ Signed by A. J. 
Pattison, per Walker, is it? A.—Yes, 
I was going to say I did not sign the 
letter. That was the accountant . 

Q.—Do you mean to say that you 
did not understand the letter? A.— 
Oh no, only that I thought I had 
not signed the letter. 

Q.—You take the responsibility for 
the letter? A.—Oh surely. 

().—That was the evidence that the 
Department required that the stock 
had been disposed of or taken out of 
ine company and the amount made 
good? A.—Yes, I presume so. 

Q.—Now, what was the fact about 
that? Had the stock been taken 
away from the Company and the loss 
made good by the directors? A.— 
Yes, I think that was the effect of the 
transaction. 

Q.—Tell us what the transaction 
was whereby you got rid of the stock? 
A.—The directors, I don’t remember 
how many of them now, but I think 
nearly all of them, signed a note and 
borrowed the money from the Domin- 
ion Bank and gave the note and the 
stock as security to the Bank. 

Q.—And then the money was kept. 
where? A.—Kept in the Bank, I 
presume. 

Q.—To the credit of a special ac- 
count? A.—It was at interest in the 
Dominion Bank. Mr. Walker could 
tell you all about that. 

Q.—It was not put in the general 
funds or general bank account of the 
company ? 
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account. 

MR. TILLEY: Did you make the 
arrangement for that special account, 
Mr. Pattison? A.—With the Bank; 
I think I took the note to the Bank. 

Q.—Was it understood that the 
money was to remain there as a spe- 
cial account? A.—Oh, I don’t think 
so. 

Q.—You think there was no ar- 
rangement made of that kind at all? 
A.—I don’t think it would be neces- 
sary for the man who borrowed the 
money to make an arrangement with 
the Bank of that kind. I don’t re- 
call any such arrangement. 

Q.—Were payments made to the 
Bank on account of that note which 
was discounted in order to raise the 
special deposit? A.—When the shares 
were sold the proceeds were paid—lI 
would like Mr. Walker to answer the 
questions with regard to that. 

Q.—Mr. Walker, would you turn up 
the account of Mr. A. J. Pattison 
which contains the transfer. Mr. 
Walker can answer if it is just from 
the books. I want to know what 
monies were paid on that note, be- 
fore they were charged up to Mr. 
Pattison’s account. (Mr. Walker 
answers until a change is indicated.) 
A.—There is an account here show- 
ing several items paid out. Some of 
these items were paid to the Bank. 
The ledger does not show exactly what 
items were paid. 

Q.—There is an acount headed, 
what? A.—‘‘Executive Account Spe- 
cial.’’ 

Q.—And that shows payments made 
up to what amount? A.—$725. 

Q.—$725 in that account paid on 
that note? A.—Some of the items, 
not all. 

Q.—What are the other items paid 
for? A.—The other items would be 
an account of some interest due the 
Canadian Homestead. Some old 
stock transaction. 

Q.—It is not quite so immaterial 
as that. But we will come to that 
by itself. This, then is an account 
where two transactions are kept, one 
relating to the capital stock of the 
Home Life and the other relating to 
Schloss Scheffield, is that right? A. 
—Well, as I understood at ‘the time 
some of this was in connection with 
the sales at the Bank and the other 
was interest due in connection with 
the Canadian Homestead. I did not 
know anything about the stock trans- 
action. 

Q.—I want to know whether there 
are any other transactions covered 
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by these payments? A.—Just those 
two. 

Q.—Then the Executive Account 
Special contains part of the entries. 
Where did the other entries go? The 
stock was sold in June, 1903, was it 
Mr. Pattison? 

MR. PATTISON: Yes. 

Q.—And were the proceeds of the 
stock placed to the credit of that ac- 
count? 


MR. PATTISON: To the credit of 
the note. 

Q.—What loss did that leave on the 
stock Mr. Walker? A.—That left a 
loss on the stock of about $1,000. 

Q.—Then what other accounts were 
items carried to for this? A.—There 
was an Interest Account. Several 
items were carried to the credit of 
that account. That amounted to 
$360 and some cents. And then that 
account was carried to Mr. Pattison’s 
account. 

Q.—Now then, Mr. Pattison, just 
to bring these transactions together, 
will you tell me what the transaction 
was with the Canadian Homestead in 
respect of which interest charges ap- 
pear there. 

(Mr. Pattison now answers.) 

A.—At the time of the formation of 
the company money was borrowed from 
the Canadian Homestead under a re- 
solution; borrowed from the Domin- 
ion Bank I think at first and then 
from the Canadian Homestead under 
a resolution of the Board of Direc- 
tors or the Executive Committee for 
the purpose of purchasing shares which 
were held in trust by some members 
of the Board to enable the company 
to purchase the securities required 
for deposit at Ottawa. The interest 
accruing on the securities went to the 
credit of the Home Life. The inter- 
est accruing on the loan from the Do- - 
minion Bank or the Canadian Home- 
stead was not added to the price of 
the shares when they were sold and 
remained as a balance. 

Q.—Amounting at the end of 1902 
to what? A.—I cannot tell you now 
exactly what the value was. 

Q.—Then were there then any shares 
left in the Canadian Homestead’s 
hands at the time this balance of in- 
terest was owing? A.—WNo. 

Q.—Were some shares not transfer- 
red to you by the Canadian Homestead 
without anything being paid? A. 
—No, not to my recollection. 

Q.—Was there some of the stock 
not entirely paid for? A.—As be- 
tween the Canadian Homestead and 
the Home Life, do you mean? J 
don’t understand. 
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 Q.—Well, as to the Home Life? A. 

—The Canadian Homestead, so far as 
I remember now, never transferred 
any stock to me or anyone else. 


Q.—Was there not some of the stock 
that was not entirely paid for so far 
as the Home Life was concerned? A. 
—I don’t think so. I don’t remem- 
ber any case of that kind. 

Q.—You say it was purely and en- 
tirely a balance of interest and not 
a balance of principal?. A.—Well, 
that was the impression I had, I was 
not the bookkeeper of either the Home 
Life or the Homestead. 


@.—But then you would know about 
that? A.—Well, I thought I did 
know, but I did not. 

Q.—You found afterwards that you 
did not know? A.—Yes. 

Q.—Then the interest was being 
paid by the company in the same way 
that the loss on the Schloss Sheffield 
was being paid by the company? A. 
—Yes. | 

Q.—Although the Superintendent of 
Insurance had asked you or demanded 
of you that you should take that 
Schloss Sheffield out and that the 
directors should assume the loss, and 
you gave him evidence to satisfy him 
that that had been done, the direc- 
tors were afterwards going on paying 
out of the company’s funds the loss 
on the Schloss Sheffield; that is right, 
issiti note: .A!—Yes) I think: that ‘is 
correct. 

Q.—Then, having charged the items 
up to your account how did you or 
the directors seek to pay them? A. 
—wWell, it looks as if they sought to 
pay them through me. 

Q.—It would appear in your <ac- 
count and then were any monies voted 
to you by the company to offset that 
item in the books? A.—There were 
two votes made to me by the directors 
of the company. 

Q.—I would like you to turn up the 
actual votes. I think one is at page 
379 of the Executive minutes? 

—TI have 379. 

Q.—Is there a vote there of $1,100 
for you? A.—Yes, on motion of Mr. 
Curry, seconded by Mr. Diver. 

'Q.—Would you give the date of 
that resolution? A.—December 19th, 
1904. 

Q.—Read the motion, please? A. 
—‘‘Moved to appropriate and pav the 
Managing Director the sum of $1,100 
in recognition of his services in the 
year 1892, during which no compen- 
sation was paid.’’ 

Q.—This resolution was _ passed 
when? A.—December 19th, 1904. 
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Q.—Twelve years after the year for 
which you were getting this salary 
voted to youP A.—Yes. 

_ Q.—They were voting you a salary 
in 1904 for 1892? ’ 

MR. KENT: I suppose that was 
the nearest peg that could be found 
on which to hang the amount? 

MR. TILLEY: Another peg was 
found later. Do you know who pro- 
posed that it should be done in that 
way? A.—I couldn’t say that, sir. 
I see that nearly all the directors were 
present at that meeting. 

Q.—Who were present? A,—Dr. 
Briggs, Frederick Diver, Dr. King, 
John Firstbrook, J. W. Curry and 
R. A. Wood. 

Q.—Under the contract you are al- 
luding to in 1898 there was no ques- 
tion that you were not entitled to a 
cent for 1892? A.—I don’t think 
that is a fact. ; 

Q.—Why not? A.—I don’t know 
that there is anything to prevent the 
Board of Directors from voting an 
allowance, if they see fit. I was not 
claiming anything. 

Q.—I should not think so, Mr. Pat- 
tison. I do not think you would be 
claiming anything at any rate. Para- 
graph 4 of your agreement of 1898 
provides that in consideration of this 
contract that you were getting from 
the company you agreed to cancel and 
terminate the previous appointment 
and release and discharge the com- 
pany from payment of all remunera- 
tion which may be now due to him 
from the said parties of the first part, 
and further agrees to perform the 
duties of Managing Director to the 
best of his power and ability during 
the said 15 years, and so on. That 
is after a recital saying that some 
of your remuneration in _ previous 
years had not been paid, you, by that 
contract, released the company from 
all liability in respect of itP A.— 
Well, I have not tried to conceal the 
facts. I stated them frankly to Mr. 
Stratton, as I am to you here now. 

Q.—I do not know that it does any 
good to say you are not trying to 
conceal the facts, vou are giving your 
evidence. But the real transaction 
was attempted to be concealed in 1904? 
A.—The real transaction was not at- 
temped to be concealed from the di- 
rectors of the company. 

Q.—We are looking at it in a broad- 
er way than that. The Insurance 
Department had required you to have 
the Directors pay this and this is the 
manner of having the directors pay 
it: the directors commence paying 
you remuneration to which you are 
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not entitled, for a year 12 years past? 
A.—When the matter was placed be- 
fore the directors in that light they 
at once made that transaction good. 

Q.—The directors saw the light 
when they were passing these resolu- 
tions just the same as they ever could 
afterwards; they must have appreci- 
ated it? A.—I don’t think they did. 
At least I ey not conceive that they 
did. 

Q.—You could not conceive of the 
directors appreciating it? A.—No, I 
don’t think so, or else I don’t think 
they would have done it. 

Q.—Then take the next move at 
page 406. A.—I have that. 

Q.—What date was that? <A.— 
September 20th, 1905. 

Q.—Who were present at that meet- 
ing? A.—J. Curry, K.C., John 
Firstbrook, Rev. Dr. Briggs, Vreder- 
ick Diver, Dr. John S. King, R. A. 
Wood, Mr. John 8. King, and my- 
self. 

Q.—What resolution was moved? 
A.—‘Mr. King moved, seconded by 
Dr. Briggs, that the sum of $2,100 
be appropriated and paid to the 
Manager, Mr. Pattison for his ser- 
vices as Manager of this company 
for the year 1895.”’ 

Q.—1894 was it not? A.—It says 
795 here. 


Q.—That is my mistake then? A.— 
“During which year no salary was 
paid him’’ and that he was author- 
ised to draw cheques and so on. 


Q.—Was no salary paid to you in 
1895? A.—I cannot tell you now. 
I would have to refer to the books to 
see. 

Q.—Now, the directors knew that 
they were expected to make good this 
loss? A.—Which loss? 

Q.—On the Schloss Sheffield? A. 
—Oh, I think they appreciated that 
afterwards. I don’t know what they 
did at the time. 


Q.—They would have because the 
Superintendent had sent in his re- 
port. You told them of that I sup- 
pose? A.—Yes. 

Q.—Mr. Blackadar had sent in his 
report? A.—The fact of making the 
note jointly by the directors would 
aed that they were all cognizant of 
that. 


Q.—Then at page 29 of the new 
Minute Book there is a reference to a 
demand on you for the return of 
$2.100. Was that repaid? A.—No, 
T don’t think so. 

Q.—Any part of it? A.—Yes, I be- 
lieve there was part of it repaid. 
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Q.—What was paid? A.—My re- 
collection was that it was $1,300, but 
Mr. Walker said $1,700. 

MR. WALKER: It would be $1,- 
300; $1,400 net. We put it through 
our books $1,900 and charged a mat- 
ter of $400 or $500 to interest. 


MR. TILLEY: Why did you do 
that Mr. Walker? 


MR. WALKER: We put it through 
that way to have the whole vote back. 
We claimed that the $2,100 with what 
we had paid in interest, whatever the 
amount was, $1,900 I think it was, 
that the account did not bear that 
much interest. 

Q.—This is the Homestead inter- 
est? 

MR. WALKER: Yes, we knew 
that we actually owed somewhere in 
the neighbourhood of $500 so we put 
the transaction through crediting the 
$1,900 as received on account of 
that salary vote and charging the 
$500 odd and interest. 

MR. PATTISON: That would ac- 
count for the whole sum. 

Q.—Who paid the monies, Mr. 
Walker? 

MR. WALKER: The cheque came 
from the solicitors who were acting 
generally for the Home Life and Mr. 
Pattison. I saw the cheque, but I 
don’t remember how it was paid. 

Q.—Did you pay any part, Mr. 
Pattison? A.—I think I did. I had 
paid this money I had received to 
the Canadian Homestead. 

Q.—Did you pay on this demand 
that was made by the Company af- 
ter amalgamation to make good the 
votes to you—did you pay any part 
of it? A.—I think I paid $1,300. 

Q.—You paid $1,300 yourself ? A. 
—I think so. ‘ 

Q.—Were you re-imbursed that by 
the other directors? A.—No, that 
was an account with the Canadian 
Homestead Loan Company. 

Q.—Then the loss on the Schloss 
Sheffield. did you pay your share of 
thatpe 2A:—yYes. 

Q.—$143, I think it was. 

Q.—I think we got that on the 
notes the other day. Each one paid 
his share. A.—yYes. 

Q.—Has there been any _ discus- 
sion amongst the directors of the 
Home Life in the last few days, the 
old directors, to pay back to the com- 
pany any portion of that $80,000P A. 
—I could not answer that. I could 
speak for myself. 

Q.—Has there been any discussion 
with youP A —No. 
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Q.—No director has suggested it? 
A.—No. 

Q.—Not one of the parties that re- 
ceived any portion of the $80,000 has 
made the suggestion that it should be 
returned? A.—No. 

Q.—Or any part of it? A.—No. 

Q.—Or requested you to make any 
return? A.—WNo. 

Q.—Or offered to return their 
share if you would return any part 
of yours? A.—The matter has never 
been discussed at all. - 

Q.—Then you had another unau- 
thorized investment in a Dominion 
Iron and Steel Bond? A.—I don’t 
know that that was an unauthorised 
investment. I had an opinion from 
Alfred Hoskin, K.C., stating that 
that was within the powers of the 
Company. The Department thought 
it was not, but that was taken under 
a clause in the Insurance Act which 
gave us the right to take it any way; 
it was additional security for a debt 
owing to the company. However, 
when the question was raised we sold 
the debenture. 

Q.—At a loss of about $165? A.—I 
think it was $165. 

Q.—Which the company paid? A. 
—I wanted to sell it when we got it, 
but the directors thought we had 
better keep it. It was taken on the 
books at its market value at _ the 
time we got it. 

Q.—Then will you tell us the ar- 
rangement that was made as to Grand 
Valley bonds. Did the Homestead 
Company enter into any written 
agreement to underwrite a certain 
number of bonds? A.—Yes. 

Q.—How many bonds? A.—$100,- 
000. 

Q.—Where is the agreement? A. 
—I have asked that that agreement 
be sent down. I don’t think it is 
here. In moving the (Loan Com- 
pany’s papers they have not been able 
to place their hands upon it and I 
have asked that the original be sent 
from the Railway Office. 


Q.—That is the Grand Valley Rail- 
way Company? A.—It belongs to the 


Von Echa Construction Company. but © 


we have access to it there. 

Q.—What about the Canadian 
Homestead, it must have a copyP A. 
—Well, I say they cannot put their 
hands on it. I was over there this 
morning. 

Q.—What was the arrangement as 
to price of those bonds? A.—Which 
bonds do you refer to? 

Q.—The underwriting bonds? A.— 
The Home Life and the Homestead 
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signed an agreement to pay 90 for 
the bonds with 50 per cent. of the 
stock. 

Q.—That was the written agree- 
ment? A.—Yes. 

Q.—Was there anything in the 
agreement as to a balance of 50 per 
cent. of stock? A.—No. 

Q.—That was excluded from the 
agreement, was itr A.—It was not 
In the agreement. 

Q.—Was there any arrangement as 
to an extra 50 per cent. of stock? A. 
—There was no arrangement for an 
extra 50 per cent. of stock. 

Q.—Mr. Firstbrook told us yester- 
day that there was some arrange- 
ment? A.—Well, I did not under- 
stand it the way he did. 

Q.—Tell us how you understood it? 
A.—I understood that 50 per cent. of 
stock was all that was going with the 
bonds. 

Q@.—And where was the other 50 
per cent. of stock going? A.—There 
jwas not any other 50 per cent. so far 
as I was concerned. 

Q.—So far as Mr. Firstbrook was 
concerned?, <A.—Mr. Firstbrook had 
a certificate of 250 shares, which he 
claimed he had no interest in, and 
gave to the company, I believe. You 
have his evidence which is correct. 

Q.—I would like to have your evi- 
dence, Mr. Pattison, and I do not 
want the thing slid over that way; I 


‘' want to know what the arrangement 


was at the time? A.—I am giving 
you the arrangement at the time. 

Q.—No, you are telling me some- 
thing that happened when the new 
company made a demand for stock 
and the position certain parties took 
then. I want to know the arrange- 
ment under which that stock got in- 
to Mr. Firstbrook’s possession? A. 
—The stock was all sent to the Can- 
adian Homestead Loan Company. 

Q.—That is 100 per cent. of stock? 
A.—No, 75. 

Q.—How do you get 75, where does 
that come inP A.—TI cannot tell you 
that. I am telling you what is the 
fact. 75 per cent. of stock was sent 
to the Canadian Homestead. That 
is, with the $100,000 of bonds there 
was $75,000 of stock. The agree- 
ment was that no stock was to be de- 
livered until all the bonds were sold. 
In carrying out the transaction I be- 
lieve that 50 per cent. of stock was 
delivered concurrently with the bonds. 

Q.—To whom? A.—To the pur- 
chasers of the bonds. 

Q.—75 per cent. of the stock was ° 
delivered to the Homestead Company? 
A.—The Canadian Homestead. 
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Q.—Under the agreement that the 
Canadian Homestead Company had 
signed, it was only to get 50 per cent.? 
A.—Only entitled to 50 per cent. 

Q.—Why did it get 75 per cent. if 
it was only entitled to 50?. A.—I 
cannot tell you that. 

Q.—Oh, yes, you were in the ne- 
gotiations P A.—I don’t know. 

Q.—You were the Manager of the 
Canadian Homestead? AY was, 
yes. 

Q.—I want you to tell us just as 
you understand it, why there was 75 
per cent. of stock sent to the Can- 
adian Homestead if it was only en- 
titled, under the agreement to 50? 
A.—Well, I don’t know, unless the 
contractor desired to give that stock 
to Mr. Firstbrook. 

Q.—Desired to give how much stock 
to Mr. Firstbrook? A.—The 25 per 
cent. 

Q.—Was that your understanding 
at the time? A.—No, I had no un- 
derstanding with him about Mr. First- 
brook. He spoke to me about stock. 

Q.—What did he say to you about 
stock? A.—He offered me 25 per 
cent. 

Q.—Would that make the 100?, A. 
—That would make the 100, yes. 


Q.—Was that 25 per cent. to be for 
you absolutely? A.—Absolutely. 

Q.—Was that the way you under- 
stood Mr. Firstbrook’s was to be? A. 
—Well, I say I did not understand 
Mr. Firstbrook’s. I understand my 
own. 

Q.—You had no discussion about 
Mr. Firstbrook’s?, A.—Not at all. 

Q.—No discussion at all? A.—Not 
that I recollect now. 

Q.—And what did you say about 
the 25 per cent. that was offered to 
you? A.—I refused to accept it. 

Q.—Why? -A.—Because I didn’t 
think I could accept it. 

Q.—Why not? A.—I would not 
be entitled to it, I didn’t think. 

Q.—Who would be entitled to it? 
A.—I don’t know that anyone would 
be entitled to it. I refused to ac- 
cept it, that was all. 

Q.—What happened to the 25 per 
cent. that was offered to you? <A.— 
The 25 per cent. that was offered to 
me—when it was offered I said, no, I 
don’t care to accept that, if you have 
any stock that you can issue I want 
you to deposit it with the Canadian 
Homestead Loan Company as a secur- 
ity under your agreement that the 
road will be completed and that was 
done. 

Q.—What was done when the road 
was completed and the security was 
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released? A.—It would be returned 
to the owner, Mr. Ickies. 

Q.—Why not have the 25 per cent. 
of stock go with the bonds? A.— 
That was not the agreement; the 
agreement was 50 per cent. 

Q.—But the company was offering 
an additional 25 per cent. of stock? 
A.—Yes, they were offering it person- 
ally, not to the company. 

Q.—Why did you. not take it for 
the company, if you did not want it 
personally? A.—That aspect did not 
present itself to me. I thought he 
was offering a share certificate, to 
which I attached very little value, but 
which I did not see that I ought to 
receive, and I refused it, that is all. 

Q.—100 per cent. of stock was go- 
ing with some of those bonds, you 
know that? A.—No, I don’t. 

Q.—Don’t you know of any persons 
that got 100 per cent. of stock? A. 
—Only before the road was built. 

Q.—This was before the road was 
built? A.—Nod, the road was in 
operation to the extent of 7 or 8 miles, 
and under construction for the other 
8 miles. It had been in operation 
for 2 or 3 years. 


Q.—So 75 per cent. of the stock 
went to the Homestead and then the 
Homestead gave 25 to Mr. Firstbrook, 
transferred it to him? A.—It was 
all issued at one time and went to the 
Canadian Homestead and I think all 
of the shares were allocated so far as 
bonds had been subscribed. That is 
to say that the stock going to the 
Home Life was issued in trust for the 
Home Life, and the stock going to 
the Canadian Homestead apparently 
was issued in trust for the Canadian 
Homestead. Then the _ additional 
shares that would go with the unsub- 
scribed bonds, when the bonds were 
subscribed were issued to the Can- 
adian Homestead in trust. 

Q.—That accounts for 50 per cent.? 
A.—Yes. 

Q.—Now the other 25?  A.—That 
was issued in the name of Mr. First- 
brook and sent to the Canadian Home- 
stead. 

Q.—And given by you to Mr. First- 
brook? A.—Not until the contract 
had been completed. 

Q.—When? A.—The line was ac- 
tually finished into Galt on the 15th 
of last November. 

Q.—When did you give it to Mr. 
Firstbrook? A.—I think January or 
February of this year. 

Q.—You mean to say you held the 
certificates in the meantime? A. 
I held all the certificates until the 
transaction was completed. 


INSURANCE. 2151 


SESSIONAL PAPER No. 66 


65th day, September 12, 1906. 


Q.—You held all the certificates, in- 
cluding the certificates for the Home 
Life? A.—wNo, I think they were de- 
livered with the bonds to the com- 
pany. 

Q.—What about other purchasers? 
A.—Any purchaser that became en- 
titled to stock. P 

Q.—Then you held that 25 per cent. 
of stock as security in the way you 
have spoken of, the same that you 
held the other 25 per cent. which was 
offered to youP A.—It was a dif- 
ferent transaction I think. I was 
holding the Grand Valley Railway 
stock as a security for the comple- 
tion of the railroad; I was holding 
the Canadian Homestead stock as a 
protection of the Canadian Homestead 
for the completion of their underwrit- 
ing. Two different transactions. ' 

Q.—And you held Mr. Firstbrook’s 
as part of the Canadian Homestead? 
A.—Yes. 

Q.—Under that arrangement? A. 
—Yes. 

Q.—So that at the time those bonds 
were sold 100 per cent. of stock was 
being offered at any rate in the shape 
of 50 set out in the agreement and 
50 more not mentioned in any docu- 
ment but offered to you and Mr. First- 
brook? A.—Well, it was only in con- 
nection with the underwriting of a 
large amount of bonds. I know that 
no bonus of that kind was given with 
bonds prior to that time. 

Q.—I am not asking you anything 
about that? A.—I want to make it 
clear that this was not a common 
thing. / 

Q.—It may not have been a common 
thing, but you know that it was not 
the only instance of 100 per cent. of 
stock going with those bonds? A. 
—I want to say that except at the 
inception of the company, before the 
railway was built at all, I was told 
that 100 per cent. of stock had been 
given with the bonds. But at the 
time we bought the bonds, the first 
purchase of bonds made by the com- 
pany, 50 per cent. was all I could get. 
T tried to get more and I found that 
that was all that was being given and 
it was more than had been given in 
some cases. Now whether any special 
case exists where a man got more or 
not I don’t know, because I had no- 
thing to do with the selling of them. 
I wish to make that clear. 

Q.—Whatever the reason was, there 
was 100 per cent. of stock being of- 
fered with these bonds? A.—Well, 
it was not offered to us. 50 per cent. 
was offered. 


Home Life. (A. J. Pattison, Ex’d.) 


'Q.—50 per cent. was put in the 
agreement and then 25 was offered to 
you and 25 to Mr. FirstbrookP A. 
—That is the fact. 

Q.—And the company could have 
received the whole of that 100 per 


- cent., if you had said so? A.—I don’t 


know that, sir. I don’t think Dr. 
Ickies would have given the stock 
under those conditions. 

_ Q.—You think he would prefer giv- 
ing it to you personally to letting it 
go with the bonds in the regular way? 
A.—Well, I am under the impression 
that when he offered it to me person- 
ally, that he meant that, that he did 
not intend to offer it to the com- 
pany. 

Q.—The offer was made to you per- 
sonally to take the stock and you were 
not taking any bonds? A.—I pur- 
chased $10,000 of bonds. 

Q.—As part of the underwriting? 

.—Yes. 

Q.—But you were not dealing di- 
rectly at that time for your personal 
holding and that was part of the, gen- 
eral underwriting arrangement? A. 
—Yes. 

Q.—And the only reason for offer- 
ing you that stock would be to in- 
fluence you in your position as Man- 
ager of the company? A.—I don’t 
think so, no. 

Q.—What would be the object? A. 
—TI think, perhaps, it was his desire 
to recognize the services that I had 
been able to render him in the con- 
struction of his road. 


Q.—In what? In the loans that 
had been made? A.—No, not in the 
loans made, but I had been able to 
assist him in selling a good part of 
his bonds, outside entirely of the com- 
pany’s. 

Q.—Were you paid for that? A. 
—No, the agents who sold the bonds 
got the commission. 

Q.—And you did not get any? A. 
—I did not get any. 


Q.—Do you say seriously that you 
did not get any commission on the 
sale of bonds of the Grand Valley 
Railway? A.—Well, when I was in 
commission I had perhaps 4 or 5 
hundred dollars; I spent more than 
that a good deal in advances to agents 
that were not returned. 

Q.—But you were in it on a com- 
mission basis? A.—Do ‘you mean 
that I was buying and selling bonds? 

Q.—You were selling bonds, not 
buying them, on a commission basis, 
acting as a direct agent of the Von 
Echa Company? A.—No, I was as- 
sisting the Doctor to finance his road. 
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Q.—And the Von Echa Company was 
Dr. Ickies? A.—Yes, that is right. 

Q.—And you were selling the bonds 
for Dr. Ickies or his company? A. 
—Yes. 

Q.—At the same time that you were 
Manager of the Home Life and the 
Homestead? A.—Yes. 

Q.—We will go into the bonds on 
the company’s books after the ad- 
journment, if your Honors please. 

MR. KENT: This afternoon, Mr. 
Pattison, I shall ask your opinion as 
to the duties of the directors in life 
insurance companies, and I would like 
you to give the matter a little atten- 
tion before the question is put, be- 
cause you are one of the few men pro- 
minent in insurance matters at one 
time, and now retired; therefore you 
can give me a candid opinion without 
injuring your future prospects. The 
directors I have in mind are not those 
who hold the positions of President, 
Vice-President or Treasurer, but or- 
dinary “directors. 


(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed. at 2 P.M. Wednesday, 


September 12, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS. 


MR. SHEPLEY: With Your Hon- 
ors’ permission, before Mr. Tilley pro- 
ceeds further with the examination 
that he is conducting I want to state 
a proposition to Your Honors for the 
purpose of having a ruling upon it. 
This is done pursuant to an ar- 
rangement between my learned friend 
Mr. DuVernet and myself. arly 
in the inquiry, and of course in ad- 
vance of anything being laid before 
Your Honors at all, the question was 
raised as to whether or not we were 
entitled to examine into the affairs 
of the Union Trust Company. My 
learned friend, Mr, DuVernet and I 
arranged that there should be an ad 
interim conditional inspection of the 
books of the Union Trust Company, 
it being understood, however, that I 
should not make use of that informa- 
tion before the Commission without 
having a ruling upon the subject. 
That arrangement was very satisfac- 
torily carried out until Mr. DuVernet 
went to England, and we have not 
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been so fortunate since he went away, 
through no fault of his at all, be- 
cause he carried out his arrange- 
ment absolutely. The point I sub- 
mit is this, and I shall not state 
anything that is controversial at all. 
The Foresters were the holders of the 
capital stock of the Union Trust Com- 
pany, indeed it was organized by the 
body known as the Independent Order 
of Foresters. Somebody I think says 
not all; there may have been fifty 
shares, perhaps some small quantity, 
that were held in the names of offi- 
cers, whether their own property or 
not I do not know, at all events sub- 
stantially the whole of the stock was 
the property of the Foresters. 

MR. NESBITT: A large majority 
of the stock, I understand. 

R. SHEPLEY: I see the book 
value that is placed upon that in 
the report for 1904 is $2,194,500; that 
includes of course the premium. The 
Trust Company was therefore the 
creature of the Foresters; not only 
did the Foresters own the stock, but 
the Trust Company was_ entrusted 
with the investments of the Fores- 
ters to a very large sum of money. 
We therefore take it to be our duty 
in examining the affairs of the For- 
esters to inquire into the adminis- 
tration of the funds of the Union 
Trust Company, and that is the 
point which I submit for Your Hon- 
or’s consideration. We have 19,950 
shares of the Union Trust Company 
stock returned year by year to the 
Government as the property of the 
Foresters. I need not take up fur- 
ther time. Similar questions have 
been before your Honors from time 
to time in the affairs of other bodies. 
My learned friend Mr. Tilley tells me 
the figures are 24,950 out of about 
25,000. 

My learned friend Mr. Duvernet 
had a further point, and that was 
this, that he represented a new ele- 
ment in the affairs of the Union Trust 
Company. Since your Honors began 
sitting on this Commission there has 
been a transfer of the majority of 
the stock by the Independent Order 
of Foresters to a certain gentleman 
whom my learned friend Mr. Du- 
vernet represents; and I think my 
learned friend desires to have sub- 
mitted also the question whether or 
not that change in the ownership 
would make a_ difference in our 
right to examine into the affairs of the 
Company. I of course submit it can 
make no difference, that our In- 
quiry cannot be confined because the 
ownership in the shares has changed 
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since the transaction in respect to 
which we think inquiry ought to be 
made. 


MR. WALLACE NESBITT: I ap- 
pear in regard to the Union Trust 
Company and several other interests 
which are under’ subpoena, and 
thought it desirable to get placed 
before the Commission at this early 
juncture the view that we entertain- 
ed in reference to the scope of the 
whole Inquiry. The Inquiry is into 
the general subjects of life insurance 
and life insurance systems in Can- 
ada, (b) The operations of the vari- 
ous companies chartered by the‘ Par- 
liament of Canada or by any Pro- 
vince, and licensed under’ the In- 
surance Act, transacting life in- 
surance in Canada, including ex- 
penses of management, investment of 
funds and other allied questions. To 
make the like inquiry so far as 
deemed necessary into the operations 
of companies other than those char- 
tered by the Dominion or Provinces 
transacting in Canada the business of 
life insurance. 


(8) To inquire into the operation of 
the laws of the Parliament of Can- 
ada relating to and governing the 
business of life insurance, both as re- 
gards Canadian companies and com- 
panies other than Canadian and to 
consider and report upon any amend- 
ments thereto that may be deemed 
necessary. 


It is onlye under the sub-head of 
clause (b) that there can be any ques- 
tion here, that is ‘‘Including expenses 
of management, investment of funds 
and other allied questions.’’ I have 
been instructed to say that so far as 
the Foresters is concerned that com- 
pany holds itself open to the fullest 
possible inquiry within the scope of 
this Commission, anything relating to 
insurance, anything relating to the 
conduct of its affairs, and so on, its 
rates of premium, membership, ex- 
penses of management and the like, 
just as in the case of other companies 
so far as one knows examination has 
been conducted, they are quite ready 
to submit to. In the case of the 
Union Trust Company my instructions 
were and are that while that com- 
pany owned a majority of the shares 
in the Union Trust Company that 
there was a minority, call it as minute 
as you please, but a minority and a 
bona fide minority, as for instance, 
to illustrate, the learned Chancellor 
Sir John Boyd was a stockholder in 
his own right, Hon. G. W. Ross was 
a stockholder in his own right, Mr. 


Independent Order of Foresters. 


Matthew Wilson was a stockholder in 
his own right, and an original holder. 
About these 1 am instructed there can 
be no dispute. I am also instructed 
that the Union Trust Company where- 
ever it invested funds for the Fores- 
ters pursued the policy that has been 
pursued to my own knowledge by other 
companies, and one of the Commis- 
sioners I think will have full know- 
ledge as to the Toronto General Trust 
practice, in the past at least, I don’t 
know what it is at the moment, that 
these funds were ear-marked, and the 
security was guaranteed by the Union 
Trust Company. As to any such 
fund, as to any such security there is 
—we need not conceal as likely to be 
in question—there is one security over 
which a great contest has raged, a 
million dollar mortgage for a com- 
pany on certain lands, now reduced 
to $800,000—that is ear-marked, it 
is guaranteed by the Union Trust 
Company; as to the value of that se- 
curity, as to whether it was wise or 
foolish to make such an investment, 
the nature of the security, whether it 
is properly drawn so as to protect 
the interests of the company and so 
on, there can be no question this Com- 
mission has full right of inquiry, and 
that will be granted. That such in- 
quiry and no further inquiry has been 
made is perfectly evident, for instance, 
several of the companies invested in 
a company that is now the subject of 
a great deal of discussion in the pub- 
lic print, the Electrical Development 
Company of Ontario. I should have 
been surprised if this Commission had 
dreamed for a moment that it had 
a right to inquire into the personnel 
of the directorate of this company, as 
to whether any of those directors were 
also directors of insurance companies, 
as to whether the original stock and 
bonds were issued for 100 cents or 90 
cents on the dollar, or at 125. 1 
supposed the inquiry was limited as 
to the nature of the security, whether 
it was wise to take it, and the like, 
as to its value. So with Sao Paulo, 
so with Mexican, so with various street 
railways. 

Now, then, the Union Trust Com- 
pany say that since and before this 
Commission very large interests have 
been . acquired in England. I un- 
derstand the proportion is something 
in the nature of 15 to 10. Is it to 
be said to these gentlemen who made 
so full inquiry through solicitors as 
to the whole of the affairs that this 
company is to be singled out and its 
affairs and its method of management 
is to be gone into? Why not other 
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trust companies? If trust companies, 
Provincial trust companies are to be 
examined into we are quite content 
to be put upon a par with the four or 
five other existing companies to see 
as to how funds are managed, to see 
as to their methods, to pry into their 
books and so on. That will neces- 
sarily involve a change in the per- 
sonnel of this Commission, but I mere- 
ly point out we do not desire to be 
made an invidious distinction of for 
any possible reason. The suggestion 
that this company owned a majority 
of the stock is not a sufficient reason. 
That company as a company is as dis- 
tinct as I am distinct from the steno- 
grapher who is now taking down my 
words. You have an absolute right 
we submit, and you are confined ab- 
solutely to your right, to inquire into 
what securities, if any, are held by 
that company for the Foresters, what 
moneys have been invested, in what 
securities, what the nature of those 
securities are, and whether they were 
well taken or ill taken, and there you 
stop, just as you have stopped in the 
past with every other trust company 
that I know of that has been the sub- 
ject of investigation. 

Now then there is another matter 
we may as well deal with at the same 
time. I have before me a subpoena 
addressed to Hon. George E. Foster. 
That asks him to bring before this 
Commission the papers and affairs of 
a number of companies, amongst others 
the Independent Order of Foresters— 
I may say that Mr. Foster tells me 
he has never been a member of the 
Order of Foresters other than an hon- 
orary member, he has never paid any 
dues, he has no connection, good, bad 
or indifferent with the Foresters any 
more than I have at the present mo- 
ment. (Reads from subpoena.) The 
Union Trust Company. He was the 
Managing Director of that but is no 
longer. The Kamloops Lumber Com- 
pany, the Independent Lumber Com- 
pany, the Great West Land Company, 
the Shuswap Shingle and Lumber 
Company, the Okanagan Lumber Com- 
pany. He is asked to produce the 
books of all these companies, and he 
is also asked to produce his own pri- 
vate cheque books, and everything of 
that kind. Just in reference to that 
I may say, and again we need not 
blur the facts, it is known throughout 
the country that the statement has 
been made—the affairs of one of these 
companies made a good deal of dis- 
cussion on the floor of the House last 
Session, and it has been broadly stat- 
ed in more forms than one that Mr. 
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Foster’s private affairs from when he 
was born practically were to be taken 
up and inquired into by this Commis- 
sion, and therefore the subpoena na- 
turally brought him for advice as to 
the powers of the Commission to deal 
with these companies. On the 22nd 
August, Mr. Cross was written by Mr. 
W. H. Hunter in the following terms: 


“Dear Sir,—Referring to the mat- 
ters discussed in our recent interview 
I submit the following summary: 


“THE KAMLOOPS LUMBER 
COMPANY: July 13th the Manager 
of the Union Trust Company gave you 
a memorandum which set forth the 
officers and directors of this company, 
the share list of the company and the 
directors’ fees paid by the company 
as well as the financial statement and 
balance sheet for the year ending 
June 30th, 1905. You have also been 
informed that the Union Trust Com- 
pany is the Secretary-Treasurer of the 
Kamloops Lumber Company, Limit- 
ed, and that the head office accounts 
of that company are kept in the office 
of the Union Trust Company, and that 
these accounts were open to your in- 
spection. The balance sheet for the 
year ending 30th June, 1906, will be 
available when the auditor of the 
company, who is at present in the 
North-West, completes his work. 


“THE INDEPENDENT LUMBER 
COMPANY, LIMITED: The head 
office of this company is as you have 
been informed at Regina, Saskatche- 
wan, and the books of the company 
are kept there. A memorandum has 
been furnished in answer to your re- 
quest and is enclosed herewith show- 
ing the officers and directors of this 
company, the share list and the di- 
rectors’ fees. A draft of the state- 
ment of the company as of the 30th 
June, 1906, is enclosed herewith, the 
balance sheet will be available when 
the auditor completes his work at the 
head office of the company. 


‘‘In the case of the Kamloops as 
well as in the case of the Independent 
Lumber Company there has been no 
loan by the I. O. F. to either of these 
companies. The investment has been 
made by the Union Trust Company of 
its own capital and the information’’— 


The importance of that is that that 
capital as now represented—the trans- 
action can be inquired into by which 
the Independent Order sold out to 
the present shareholders, but that 
capital as now represented is owned 
as to the major part by independent 
people in England and elsewhere who 
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only are interested in these securities, 
and so on, and as to the position of 
these companies, and there is the im- 
portance of the change that has been 
made— 

“The investment has been made 
by the Union Trust Company of its 
own capital and the information that 
has been already given and the in- 
spection of the accounts of these two 
companies is without prejudice, as l 
am instructed to say, to the right of 
the Union Trust Company to object 
at the proper time to the jurisdiction 
of the present Commission to require 
production by the Union Trust Com- 
pany in connection with these com- 
panies.’’ 

That objection is now being taken 
as forcibly as I am able to maintain 
it. (Continues reading from letter 
of August 22, 1906.) 


“THE GREAT WEST LAND COM- 
PANY: I am instructed that the 
Union Trust Company acted as Sec- 
retary-Treasurer of this company up 
to the last annual meeting of the 
company when the Hon. George I. 
Foster was appointed Secretary-Treas- 
urer and received from the Union 
Trust Company the books and papers 
belonging to the company. You have 
been furnished with a list of the share- 
holders and officers and directors of 
this company by Mr. Foster. The 
receipts and expenditures of this com- 
pany while the Union Trust Company 
was its Secretary-Treasurer are, 
think, to be found in the account the 
Union Trust Company has in its books 
of the advances made by the Union 
Trust Company upon the security of 
the lands of the Great West Land 
Company. These accounts as. well 
as the papers connected with the ad- 
vances from time to time made are 
open to your inspection. If after ex- 
amining these there is any other in- 
formation which you think necessary 
for your purposes I have no doubt 
Mr. Foster will upon request supply 
the same. 


“THE WESTERN CANADA SET- 
TLERS MUTUAL LAND COMPANY: 
A memorandum has been obtained 
from the Hon. Dr. Montague in re- 
spect to this company and is enclosed 
herewith. The account of the Union 
Trust Company with this company and 
the papers in connection with the sale 
to the present proprietors are open 
to your inspection. 

‘CAs T understand it the attitude 
of the Union Trust Company is this, 
in compliance with the request of the 
I. O. F. to them, they have or will 
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produce for your inspection, although 
they do not admit the legal right, all 
the accounts and papers in their hands 
or under their control relating to 
these matters.”’ 

I now take the position as to all 
these companies that as to any tran- 
saction with the Independent Order 
of Foresters by any of these com- 
panies, either by way of ‘borrowing 
or otherwise, this Commission will be 
furnished the fullest possible inform- 
ation as to the security, the terms of 
the security and the like, but we en- 
tirely dissent from, and object to the 
right of this Commission to single out 
Hon. George E. Foster or Dr. Mon- 
tague or others who happen to be 
connected with these companies, or 
to single out these companies which 
have no connnection whatever with 
the Foresters other than as borrowers, 
and to ask them to produce their 
books, to go into their affairs, their 
methods of management, their ex- 
pense accounts and the like. That 
you have no more to do with than you 
have with the one hundred and one 
companies the securities of which are 
held up to several millions of dollars 
by other insurance companies and the 
affairs of which other companies, the 
securities of which are so held, no 
one has ever suggested up to the pre- 
sent time you had any right to in- 
quire into. We shall, therefore, re- 
spectfully decline to produce any such 
books and papers and regret if the 
Commission see fit to add something 
to the powers of the Commission which 
I certainly fail to find there, for I 
again repeat, they refer absolutely to 
the expenses of management of the 
particular insurance company, the in- 
vestment of its funds and other allied 
questions, which is, as the learned 
Chairman will know, merely ejusdem 
generis as to the investment of funds; 
but as to the legal status of borrow- 
ers, as to whether a borrower is a 
person of good personal character or 
not I apprehend you are not in the 
least concerned. If a mortgage is 
produced from John Jones you in- 
quire as to whether there is a John 
Jones, and whether there is a bona 
fide security, and as to its amount, 
whether he has a farm that is worth, 
if the mortgage is for $4,000, worth 
$8,000 say; but I do not apprehend 
you are going to inquire as to whether 
he has carried on some other busi- 
ness, as to his moral character or any- 
thine of that kind, or as to whether 
somebody has said that John Jones 
is not a respectable citizen and the 
like. To my mind it is as daring 
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ah excursion which is now being at- 
tempted into the affairs of these gen- 
tlemen. 

MR. DUVERNET: Would Your 
Honors allow me to add one or two 
words. I appear in this matter for 
the new Board of the Trust Company. 
‘he new Board are composed of gen- 
tlemen, the majority of whom have no 
interest whatever in the Foresters. 
The Foresters do not control either 
a majority of the stock or a major- 
ity of the Board of Management. 
When I was spoken to by my learned 
friend Mr. Shepley, and first of all 
by Mr. Cross, I intimated that so far 
as we were concerned, that is the 
Trust Company, every facility in our 
power would be given to this Com- 
mission where an order was produced 
from any customer of ours, but I said 
that to my mind I could not conceive 
of a more extraordinary request than 
that the affairs of the Union Trust 
Company, as a Trust Company, should 
be investigated, and the affairs of our 
other customers, our trust estates 
should be gone into generally by any 
person unless they had the authority 
of the power which created them. We 
are a Provincial company, and I take 
it it makes no difference whether at 
one time a majority of the stock was 
held by the Foresters or not, and cer- 
tainly I am sure that one of the Com- 
missioners would agree with me that 
nothing could be more unseemly than 
that the affairs of another trust com- 
pany should be inquired into by the 
Managing Director of what I may call 
a rival trust company. I represent 
English investors who have put their 
money into this company and who are 
prepared to put millions of dollars in 
to this country for the proper enter- 
prises, trusting and relying on the 
fair play and justice of Canadians. 
On the Board of Directors we have 
Mr. Thomas Willis Chitty, Master of 
the Supreme Court in England, one 
of our Directors. I certainly do not 
expect to write him and tell him that 
one trust company has been singled 
out for investigation for certain rea- 
sons, which may be all right in them- 
selves. If an investigation of trust 
companies is required we are prepared 
to join in a petition that all trust 
companies may be investigated. Those 
whom JI act for desire the fullest in- 
vestigation. They have put their 
money into this matter in good faith, 
and too great care cannot be taken 
to see that the law is observed both 
in investments and in the care that 
is taken by the directors. We there- 
fore take the position, with greatest 
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respect to this Commission, and I 
think the Commission will see the rea- 
sonableness of it, that if there is to 
be an investigation of a trust com- 
pany as a trust company then it must 
be general, it must not be specific; 
one trust company must not be singled 
out. We are prepared, as I say, to 
join in the fullest inquiry, and re- 
quest for the fullest inquiry, by the 
proper authorities. I may say while 
taking this position and taking it 
strongly, I said to Mr. Shepley so far 
as we are concerned we will give you 
the fullest inquiry. We have nothing 
to conceal; it is only a matter of prin- 
ciple with us. I left for England, 
and my instructions were perfectly 
plain that Mr. Cross, whom I knew to. 
be an honorable gentleman, should 
have the fullest investigation into our 
books, because I knew he would not 
take any advantage of anything that - 
might appear there. We have a great 
many trust accounts, we act for a 
great many estates, a great many peo- 
ple who have trusted us with their 
money and with their property, and 
we say it would be a monstrous thing 
that there should be a specific inquiry 
into the condition of this company. 
We have been notified by a company 
whom we act for that they object to 
having their books brought in. Un- 
der these circumstances we can only 
take one course. So far as the For- 
esters are concerned they said to us 
give this Commission the fullest in- 
quiry as far as we are concerned, and 
I think the letter that Mr. Hunter 
wrote and my instructions have been 
that you should have the fullest in-. 
quiry. Now I would respectfully 
submit to your attention one or two: 
authorities which I venture to sub-. 
mit show conclusively that the only 
power to investigate a trust company 
rests in the province which created it. 
I would ask your attention to the case- | 
of Attorney-General for Ontario v. 
Attorney-General for the Dominion, 
1896, Appeal Cases 348. Building and. 
Investment Association v. Attorney- 
General of Quebec, 9 Appeal Cases. 
348. The Liquidators of the Mari- 
time Bank v. The Receiver General’ 
of New Brunswick, 1892, Appeal’ 
Cases, 437, and also 20 S.C.R. 695. 
Quebec v. Union Fire, 10 Practice 
Reports, 313. McClannagan vy. St. 
Annes, 2 Cartwright’s Constitutional’ 
Cases, 237. Citizens v. Parson, 7 
Appeal Cases 96. There is one Que- 
bee case I would like to refer to, the 
Union of Montreal v. Belle Isle, 6 
Privy Council 31. There it was held 
that any company where it is of local’ 
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or private nature within the Province 
by section 92 of the B.N.A. is assign- 
ed to the exclusive competency of the 
Provincial Legislature. It has been 
held for instance that Provincial rail- 
roads are exclusively within the juris- 
diction of the Province. As Your 
Honors know this trust Company was 
created, is a creature of the Provin- 
cial Government and is under the con- 
trol of the Provincial .Govarnment, 
and what we venture to submit is 
this, if there is to be an investiga- 
tion of trust companies it must be 
under a Commission or under an au- 
thority of the Provincial Government 
and not by the authority of the Do- 
minion. The Union Trust Company 
have been advised that in so far as 
they are concerned this Commission 
has no jurisdiction. I am submit- 
ting the authorities which no doubt 
Your Honors will look at and see 
whether they bear out the construc- 
tion that has been put on them by 
counsel. I thank Your Honors for 
your kindness in hearing me. 

MR. SHEPLEY: I have been per- 
haps at some time or other familiar 
with all the authorities that have 
been cited and I am quite unable to 
see how they bear on the question 
which is for your Honors’ determin- 
ation. The public statute under 
which this Commission is constituted 
is wide enough to cover all matters 
affecting the good government of 
Canada, and while the Provincial 
authorities undoubtedly have power to 
create Provincial corporations for 
Provincial objects the Provincial 
authorities cannot by creating such a 
bodv take away the jurisdiction of 
Parliament to legislate for the good 
order and government of Canada. 
None of the cases will be found—I 
speak from recollection, and my 
learned friend’s memory will no 
doubt be more recent and_ accurate 
than mine—none of these cases will 
be found to go further than to lay 
down: ‘the general proposition that’ 
this class of subject, or that class of 
subject is within the legislative 
competence of the Province. None of 
them militate at all against the gen- 
eral principle which has always been 
laid down in the British North Amer- 
ica Act and all the decisions under 
it, that the Parliament of Canada 
legislates with regard to matters 
concerning the good government of 
Canada. After all, apart from that 
question the matter for Your Honors’ 
decision is of the simplest, and but 
for the very earnest arguments that 
have been addressed to Your Honors 
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I should not have thought there would 
be any doubt about it. Let us apply 
the principle Mr. Nesbitt lays down. 
You have authority to inquire into 
the management of investments on 
behalf of or by the Independent - 
Order of Foresters. Among the in- 
vestments 1s an investment in the 
capital stock of this Trust Company, 
and in addition to the investment in 
the stock of this Trust Company has 
handled funds, so that taking it in 
the large, taking them altogether be- 
tween five and six millions of money 
of the Foresters are being adminis- 
tered by this Company, or has been 
administered by this Trust Com- 
pany. If it is conceded that your 
authority extends to the examina- 
tion of investments of the Foresters it 
must extend to the conduct of that 
investment by whoever has been con- 
ducting it, and if the Trust Com- 
pany has five millions of money of 
the Foresters, and has been invest- 
ing it and dealing with it, every- 
thing that has been done by _ the 
Trust Company is a legitimate and 
proper subject of inquiry here. It 
seems to me the whole case is in a 
nutshell. I do not deal with the 
argument, because I can hardly con- 
ceive it to have been seriously ad- 
dressed. to Your Honors, that you 
must, if you take up this Trust Com- 
pany, take up all the other Trust 
Companies. Of course you have no 
such jurisdiction. You would have 
jurisdiction if the funds of this 
Order, or the funds of any insurance 
company into whose conduct you 
were inquiring were found to be in- 
vested in the stock of the Toronto 
General Trust Corporation or handed 
to the Toronto General Trust Cor- 
poration for investment and invested 
by it; you would have just the jur- 
isdiction I am submitting you have 
here. 


MR. NESBITT: The Canada Life 
held and hold Toronto General Trust 
Company stock. I do not differ a 
great deal with what you are saying, 
“where jit is security you can inquire 
fully into the security, but because— 


MR. SHEPLEY: And if this Com- 
mission have any reason to suppose 
that any particular security man- 
aged by any particular agent had 
anything to be inquired into in con- 
nection with it it would have been 
inquired into. We are not singling 
out anybody, we are not singling out 
these gentlemen for any other reason 
than they are the gentlemen who are 
able to tell us. 
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MR. NESBITT: It was stated in 
the House that they would be by this 
Commission— 

MR. SHEPLEY : I do not know what 
my learned friend is referring to; the 
conduct of this Commission is before 
the public, and all I can say is that 
I have not said anything upon the 
floor of the House, nor have I heard 
anything said upon the floor of the 
House which. at all affects the legitim_ 
acy of the Inquiry which I am pro- 
posing to Your Honors to make. 

Then with regard to these subsid- 
iary or these other companies, they 
stand upon the same footing. They 
are investments of funds made _ by 
the Union Trust Company with the 
money of the Foresters 

MR. NESBITT: There is no pre- 
tense of fact—— 

MR. SHEPLEY: With the mixed 
funds, five millions of which belongs 
to the Foresters. If you were stopped 
upon the threshold of an Inquiry 
such as this so far as the Commis- 
sion is authorized to investigate the 
investments of insurance compan- 
ies, the Commission’s authority 
would be very much narrowed, and 
very little good can possibly result. 
We have had the same argument in 
the case of other companies precisely 
the same in principle; your Honors’ 
jurisdiction has been doubted before 
and been questioned before, but the 
Inquiry cannot be narrowed in the 
way it is sought to be narrowed. 

JUDGE MacTAVISH: Would Mr. 
Lebeuf or Mr. Hellmuth like to ad- 
dress us on this point? 


MR. HELLMUTH: I _ thought 
your Honors had, as my _ learned 
friend Mr. Shepley had _ said, de- 
cided when other companies came 
up for investigation that where the 
funds or money of an insurance com- 
pany were found in the hands of any 
other company, or where there was a 
community of interest even in the di- 
rectorate of an insurance company and 
the directorate of a trust company, 
they could be gone into, and I think 
I remember some companies whose af- 
fairs were pretty well gone into be- 
fore this Commission. Ieehad “as- 
sumed Your Honors had ruled upon 
that. I am not familiar with the 
facts in regard to this matter at all, 
I don’t know how they will appear, 
and I should have thought that if it 
had been shown that the Union Trust 
Company, as stated by my learned 
friend Mr. Shepley had been really a 
creature of the Foresters,  cre- 
ated by them for the purpose of in- 
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vesting their funds, not directly, 
but indirectly an investigation into 
the investments made by such crea- 
ture would be as proper as an inves- 
tigation into the investments made by 
the creator of the creature. I have 
really nothing to add. 

JUDGE MacTAVISH: 
further, Mr. Nesbitt? 

MR. NESBITT: Nothing. I 
would ask you to take the trouble to 
get before you in writing just what 
has been said. I think you _ will 
find that my definition in no sense 
hampers. 


MR. LEBEUF: I have not much 
to say. J think the question has been 
pretty well sifted on both sides. My 
opinion is only this that I think the 
Commission have the right to follow 
the money of the insurance companies 
wherever the money goes, no matter 
whether it be into the hands of a 
trust and loan company or any other 
company. I think that is the point. 


MR. NESBITT: I think the discus- 
sion has taken a somewhat wider field 
than my opening remarks, which are 
down before the Commission. I have 
not sought to limit in any sense what 
I think the widest construction of 
your instructions from Parliament; 
but we have drawn the line and drawn 
it distinctly at personal inquiry— 
when I say personal, understand a 
corporation, a distinct entity is as 
distinct as the person as to all its 
affairs. I say you have nothing to 
do with that, no money can be traced. 
The mere fact that they are stock- 
holders in that does not entitle, any 
more than the illustration that I give 
where companies are stockholders, and 
well known to be stockholders, in other 
companies, that you can inquire into 
the directorate and into the manage- 
ment of all its affairs, its expenses, 
what salaries are paid, what moneys 
collected by directors, what fees they 
get and all the rest of it. There is 
no pretense that you have ever dream- 
ed of extending your authority to such © 
a case with these other companies. 
As a matter of fact when you come to 
it you will find that loans were tend- 
ered to the Foresters by some of these 
companies which were refused, and 
which are now held by the Union Trust 
Company as distinct, and I may say 
every dollar of the authorized money 
is ear-marked. The loan is guaran- 
teed by the Trust Company, and put 
as Foresters’ money. You have no 
right to go further. 


MR. SHEPLEY: I should add this: 
T do not know that hypothetical is the 
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right word to use, I have put the 
proposition upon the discussion that 
has taken place between Mr. DuVer- 
net and myself. Of course if in any 
particular case my evidence falls short 
of justitying the inquiry Your Honors 
will stop it, but I thought it desir- 
able we should have a ruling upon the 
principle that my learned friend Mr. 
DuVernet and I had discussed early 
in the inquiry. My learned friend 
Mr. Nesbitt was in error in one thing, 
that is in saying that the alteration 
in the position of the Trust Company 
preceded the authority of this Com- 
mission. The Commission was well 
on with its labors before that change 
took place. 


MR. NESBITT: Yes; the negotia- 
tions, I believe, preceded. 

JUDGE MacTAVISH: It would be 
much easier to rule on a concrete case 
when the case is presented before us 
by evidence. There are, however, 
some principles which I think should 
guide the Commission in its investi- 
gation, and as we have acted on them, 
or similar ones hitherto, I may now 
say that our view is that we have not 
only the right, but we are charged 
with the duty of tracing if we can 
the funds from the pockets of the pol- 
icyholders to their ultimate destina- 
tion. We are further required to as- 
certain whether these funds, or any 
part of them, have been wasted or lost 
on the way. We are further to in- 
quire as to the security that repre- 
sents the funds so contributed, and 
we should ascertain, if possible, whe- 
ther those funds will be forthcoming 
when a claim thereto is established. 
Anything that contributes to the pro- 
per investigation of these particular 
subjects must be put at the service 
of the Commission. I would be ex- 
ceedingly sorry if there was any im- 
pression in any person’s mind that 
the Commission is at this late date 
taking upon itself the duty of a pro- 
secution rather than an Inquiry. We 
have avoided that hitherto, and in so 
far as we can we will avoid that to 
the end; there will be no invidious 
distinction made of any company or 
any individual as far as this Com- 
mission is concerned, but we I think 
must investigate the matters and the 
funds in the way I have indicated. 
Of course, as Mr. Shepley says, it may 
turn out in the evidence that it will 
not be necessary to go beyond the 
Union Trust Company. and not even 
into the Union Trust Company in all 
its details, but it will be necessary 
for us to see what has become of the 
Foresters’ money. 
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MR. NESBITT: That we are quite 
content to show you every dollar of. 

JUDGE MacTAVISH: As to the 
matter which is somewhat personal to 
a member of the Commission here he 
may be permitted to say something 
himself. 

MR. LANGMUIR: As reference has 
been made to me by both the learned 
counsel in stating that the Corpora- 
tion of which I am Managing Direc- 
tor occupies a somewhat similar _posi- 
tion in some respects as the Union 
Trust Company fills in respect of the 
Foresters, I may say, although I am 
not called upon to say, that the only 
client that the Trust Corporation has 
on much the same lines is the invest- 
ment of the Court of Chancery funds. 
Although both the principal and the 
interest is guaranteed by the Toron- 
to General Trust Corporation the 
Court reserves the right to itself or 
to any one that it delegates, and it 
has done so very frequently, to make 
inquiry into every investment. Not 
only that, but the investments for the 
Court are made in the name of an 
officer of the Court, and the title to 
every investment is examined into 
by another officer of the Court, and 
whenever we are called upon to re- 
place a loan, which we have been on 
one or two occasions, it has to be im- 
mediately replaced. I have only to 
add that representing the Corporation 
I not only court but invite investi- 
gation into all trust companies’ af- 
fairs. I should be delighted if a 
Commission issued to investigate trust 
companies’ affairs, because I believe 
it is an excellent thing to do. 

MR. SHEPLEY: ‘Then, perhaps my 
learned friend will be good enough 
to renew the understanding that we 
may have the fullest facilities in the 
meantime, it always being understood 
that in every particular matter the 
objection may be taken. 


MR. DuVERNET: As far as I am 
concerned every facility will be given 
my learned friend in accordance with, 
as I understand, the ruling of the 
Commission so far as the moneys of 
the Foresters are concerned. So far 
as other clients are concerned I ab- 
solutely decline to allow any investi- 
gation, no matter what ruling we 
may receive. 

MR. SHEPLEY: In the meantime 
may Mr. Cross pursue his inquiry? 
Do you designate any particular mat- 
ters that he has been asking about 
that he is not to— 


MR. DuVERNET: My learned 
friend knows, and I am entirely witb- 
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in the Commission’s ruling,, any mat- 
ter that my learned friend has asked 
for he has had the fullest investiga- 
tion. It would be monstrous to take, 
say the Smith Trust, which has noth- 
ing to do with the Foresters at all; 
but so far as any moneys of the For- 
esters are concerned, which they are 
either directly or indirectly inter- 
ested in, we will give them the fullest 
inquiry. 

MR. SHEPLEY: My learned friend 
always states his position quite accur- 
ately and I am sure he will on this 
occasion. Do I understand that you 
will not refuse to let us, always sub- 
ject to any particular case not being 
properly inquired into, that you will 
not refuse to let us inquire into in- 
vestments of the Union Trust Com- 
pany funds, generally speaking of 
their investments as a whole? 


MR. DUVERNET: Certainly not. 


MR. SHEPLEY: Why cannot we 
inquire into the moneys contributed 
to your capital stock and where that 
has gone? 


MR. DUVERNET: You might just 
as well inquire into the Bank of 
Montreal because they hold two 
shares. 

MR. SHEPLEY: Certainly. Tf 
any insurance company had $1,000 of 
stock in the Bank of Montreal then 
this Commission would have a per- 
fect right to inquire into the dealing 
of the Bank of Montreal to see wheth- 
er it is a good investment or not. 


MR. DuVERNET: Every _ invest- 
ment we take for the Trust Company 
is put in their name, just as one of 
the Commissioners put it very clear- 
ly, and I adopt, if I may say, his 
words in regard to the Foresters. 
Foresters’ investments are put in the 
Foresters’ name, they have a right 
to reject them, and any inquiry in 
regard to their description, or the 
investments of their funds, the fullest 
investigation will be given. 


MR. SHEPLEY: But you __ hold 
away from me two and a half millions 
which is not ear-marked, which you 
have been investing. 


MR. DvuVERNET: That my 
learned friend will have to take the 
remedy as to. As far as I am con- 
cerned no power will ever make me 
disclose a client’s business that is not 
relevant. Of course you see we have 
estates, we have confidential matters, 
and just think of these things being 
brought up and inquired into. My 
learned friend would be horrified to 
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think of it. My learned friend and 
I have had no difficulty between us so 
far. As far as the Investigation of 
the Trust Company is concerned we 
welcome it, but what we do take objec- 
tion to now is so far as other clients 
are concerned, and this Commission 
does not want to be troubled— 


MR. SHEPLEY: What do you 
mean by other clients? 


MR. DuVERNET: Money belong- 
ing to other people. 

MR. SHEPLEY: We dc not want 
to know about others. 


JUDGE MacTAVISH: Of course 
not. Can you. give us a particular 
case you have in mind where you 
think there would be a desire on the 
part of Mr. Shepley or the Commis- 
sion to investigate, and you’ think 
eae desire should not be complied 
with. 


MR. NESBITT: Let him name the 
investments he wants to see that he 
has not seen. 

MR. DuVERNET: We have not 
refused anything. I rely on my learn- 
ed friend’s discretion; there is not 
an investment he has suggested yet 
that I would not let him have the 
fullest inquiry into. What I am ob- 
jecting to is, I am here protecting 
the other clients of the Trust Com- 
pany— 

JUDGE MacTAVISH: That have 
not been hurt at all. 


MR. DuVERNET: No. 


MR. SHEPLEY: And I have never 
suggested— 

MR. DuVERNET: Therefore I say 
let my learned friend suggest— 


MR. KENT: As I understand you 
have no objection to Mr. Shepley 
knowing all he wants to know, but you 
do not wish it to be known by the 
Commissioners? 


MR. DuVERNET: I have no ob- 
jection to the Commissioners knowing 
it. The Commissioners are welcome 
to go through our books. 

MR. NESBITT: It is largely a 
question of principle. We are up 
against this: subpoenaes have been 
served upon certain yentlemen calling 
for all their private affairs. My ad- 
vice to them has been that I did not 
dream that the Commission would 
allow any such inquiries; it certainly 
is not within the scope of the Com- 
mission. If you will read what I 
have got down there I do not think 
as you come to your concrete cases 
there will be any trouble. J should 
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be most distressed if I thought it was 
possible for either Mr. Shepley or 
the Commission to attempt to go be- 
yond that in regard to a person’s pri- 
vate affairs. Hon. Mr. Foster is not 
going to: bring his cheque books and 
bank books and everything of that 
kind and hand them over to Mr. Cross, 
Mr. Dawson or whomever you may 
please, or to Mr. Shepley or anybody 
else, or to myself; I have no business 
to go prying all through his bank 
books and private cheque books. 

MR. SHEPLEY: Has Mr. Cross 
asked for those? 


MR. NESBITT: They have been 
asked for under the subpoena. 


MR. SHEPLEY: Show me the sub- 
poena? 


MR. NESBITT: Here it is: ‘‘In- 
cluding all books of account, cheques, 
cheque books, bank books, correspond- 
ence and other documents in any way 
showing all receipts or payments made 
in connection with such sales or pur- 
chases, whether as purchase money, 
commission or payment for services or 
otherwise, or showing the disposition 
made of such moneys.’’ That is with 
a lot of companies which you have no 
more to do with than you have to do 
with me. 


MR. SHEPLEY: My learned friend 
was talking about private cheque 
books. 

MR. NESBITT: That is private. 

MR. DuVERNET: If my learned 
friend mentions any information he 
has not got that he wants I will try 
and meet it. 

MR. SHEPLEY: I am not able to 
answer my learned friend categorical- 
ly. Mr. Cross says he was not so 
successful after you went away in get- 
ting information as he was while you 
were here, and I don’t suppose Mr. 
Cross could say what it is he wants; 
he wants to see if there is anything 
he wants. 

MR. NESBITT: We do not want 
fish made of one and flesh of another. 

MR. SHEPLEY: My learned friend 
has not seen fish made of one and 
flesh of another. 

MR. NESBITT: Not so far. 

JUDGE MacTAVISH: I think you 
will find there will be no trouble, but 
when we meet it we will have to deal 
with it. 

MR. SHEPLEY: I sincerely hope 
not. Just to see where we are, I 
will ask Mr. Cross to continue his in- 
quiries, and I trust there will not be 
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any difficulty, and Mr. Cross may be 
trusted not to abuse the authority, 
and if a question arises my learned 
friend and myself can confer about 


it. 


Then it would save time, as the 
investigation into the Home Life is 
not yet finished, if I would suggest 
to Your Honors that we will take up 
the Foresters in the morning. 


JUDGE MacTAVISH: Very well, 


it will be taken up at 10.30 to-morrow 
morning, 


HOME LIFE ASSOCIATION OF 
CANADA, resumed. 


A. J. PATTISON, recalled. Ex- 
amined by 

MR. TILLEY: Q.—Have you that 
statement of Grand Valley bonds of 
the Homestead? A.—Mr. Walker 
will have that here in a minute or 
two. 


Q.—You made advances on ‘these 
Grand Valley bonds in 1894, amount- 
ing to over $51,000? A.—I will have 
to look at the ledger to confirm the 
figures. We made advances on the 
Grand Valley bonds. 


Q.—Approximately you would know 
that was right? A.—I could not ap- 
proximate it. 


Q.—And there was repaid to you 
$7,000, leaving $44,712.16. Then on 
the 3lst December, 1904, there was 
What was the balance 
due on the 3lst December, 1904? A. 
—The balance brought down here to 
1905 was $37,930; whether this repre- 
sents the investment in bonds, or whe- 
ther it is a debit balance I cannot 
tell you. I should say that was the 
investment in bonds. I should think 
that would be the investment in bonds 
of the company. 

Q.—Yes, that is right. Then that 
would represent the investment in 
$30,000 of the bonds that you took 
under the undewriting agreement, and 
13 bonds which you had previously 
bought ? AD==Y 68: 

Q.—On what terms were the 13 
previous bonds purchased? A,—At 
85 with 50 per cent. of stock. 

Q.—Was any stock given to you or 
to any other person in connection 
with those bonds? A.—No, none to 
me, or to any person else to my know- 
ledge. 

Q.—50 per cent. was all the stock 
issued to any person in respect to 
that? A.-—That. ts, all. 
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Q.—Where did you keep the account 
of the stock issued? Did you enter 
it up in the ledger any place? A.— 
I could not say as to that. ‘Ihe stock 
and bonds were handed to the ac- 
countant, and I presume they are in 
the ledger. He would be able to 
testity as to that. 

@.—You do not know how the ac- 
count was kept? A.—WNo. 

Q.—On the 3lst December, 1904, 
$82,000 odd was repaid to the Home 
Life? A.—Yes. 

Q.—Do you know who repaid that? 
A.—Yes, that was paid through the 
Canadian Homestead Company from 
whom the contractor had secured a 
loan. 

Q.—The Von Echa Company had 
procured a loan from the Canadian 
Homestead Company, and as part of 
that loan this money was paid to you? 
A.—Yes. 

Q.—Was that money returned to 
the Homestead Company at any time 
by the Home Life? A.—Not to my 
knowledge. 

Q.—The transaction then was be- 
tween the Von Echa and the Home- 
stead as to that loan entirely? A. 
—Purely so. 

Q.—When did you get the bonds 
to represent the balance of the moneys 
owing by the Grand Valley Company? 
A.—I tried to get the date this morn- 
ing for that but I could not find the 
book. I think you will find it in 
the ledger here. The date the bonds 
were delivered was the date they were 
received from the Trust Company. 

Q.—Prior to receiving the bonds 
from the Trust Company what se- 
- curity had you for the advances? A. 
—We held $28,500 of bonds, $425,000 
of stock, and an order on the trustees 
for $160,000 of bonds, making in all 
$188,000 bonds, and $425,000 stock. 


Q.—How did you have the order 
for the $160,000‘of bonds? A.—From 
the Construction Company on the trus- 
tee. 

Q.—That was as security for the 
loan ? A.—Yes, as security for the 
advances that had been made. 

Q.—Had you ‘any bonds of the 
Grand Valley except the $10,000 that 
you spoke of this morning?~ A.—-Of 
my own? 

(Veen AlN oF 

Q.--And that is all you were in- 
terested in it at that time? A 
That is all the interest I had in it 
at that time. 

Q.—And since? A.—Well, I be- 
came interested when our syndicate 
hought the three railways, the Brant- 
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ford Street Railway, the Woodstock 
and ‘'hames Valley Railway Com- 
pany, and the Grand Valley railway 
Company. 

Q.—Was the Home Lite a party. to 
that syndicate? A.—No. 

Q.—Nor the Directors of the Home 
Lite, other than yourselt and Mr. 
Firstbrook? A.—We were not Di- 
rectors of the Home Life at the time 
that was put through. 

(.—Then besides the transactions. 
with the Home Life there were simi- 
lar transactions with the Homestead 
Company on the Grand Valley bonds, 
that is ioans and purchases by the 
Homestead Company? <A.—Yes. 

Q.—Partly under the joint under- 
writing agreement that the Homestead 
and Home Life entered into, and part- 
ly independent transactions? A.— 
Yes. ‘The only bonds the Canadian 
Homestead bought were under the un- 
derwriting agreement. They had not 
taken bonds previous to that but they 
had made loans on those bonds. 

Q.—Do you remember what secur- 
ities you sold in order to realize money 
to lend to the Von Echa Company? 
A.—I do not think we ever sold any 
securities to make other loans. 

Q.—Did you not sell Dominion 
Bank stock? A.—Not for that pur- 
pose. 

Q.—Why did you sell it? A.— Be- 
cause I thought it was a good time 
to sell. 

Q.—Just as a matter of price? A. 
—Simply as a matter of price. 

Q.—Did you ever get any consider- 
ation from Dr. Ickies for financing 
the road and making these loans? A. 
—Not a dollar. 

Q.—No percentage on the amount 
advanced? A.—Not a cent. 

Q.—Did you ever get any commis- 
sion on other investments made by 
the Home Life? A.—Never any of 
any kind. 

Q.—No private remuneration at all? 
A.—Neither from the Home Life nor 
the Homestead. 

Q.—Then you were going to tell 
me the transaction, so far as it affects 
vourself and the Directors of the 
Home Life as to the Homestead sale 
to the Standard. What have vou 
found out about that since lookins 
into it? A.—I have got the parti- 
culars of the amount received and the 
amounts paid. 

Q.—What was the amount received ? 
A.—The commission have held that I 
should give that evidence, have they > 

Q):==YesP A.—TI have no objection 
personally, but there was an objection 
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on the part of someone else, and I got 
the information as soon as I could 
get it. It was $10,000. 

Q.—That was over and above the 
price of the stock that you transfer- 
red? A.—Yes. 

Q.—Was that a transaction arrang- 
ed by you personally? A.—It was ar- 
ranged by another party. 

Q.—A Home Life Director? A.— 
The proposition was brought to me 
by a Home Life Director. 

Q.—What Home Life Director? A. 
—Mr. Curry. 

Q.—What was the proposition that 
was brought to you? A.—To sell 
our stock in the company with a view 
to amalgamation between the Stand- 
ard and the Canadian Homestead. 

Q.—On what terms were you to sell? 
A.—On the terms stated. 

Q.—Were you to be paid for your 
stock besides the $10,000? A.—Yes. 

Q.—Then was that proposition sub- 
mitted to you by Mr. Curry in full 
as to the amount that was to be paid 
and the price of the stock, and so on? 
A.—Yes, it was brought to my notice, 
and then to the notice of the 
Directors. 

Q.—$10,000 then was paid. To 
whom was it paid? YouP A.—Yes. 

Q.—And did you divide that with 
the Home Life Directors, any of 
them? A.—I divided it with the Di- 
rectors of the Canadian Homestead. 

.—Tell me what you received and 
what any Directors of the Home Life 
received out of it? 

MR. McLAUGHLIN: I do _ not 
think this ought to be connected by 
the counsel with the Home Life any 
further than the evidence justifies. 
As representing the Home Life I do 
not think this matter should be con- 
nected with them. I am not repre- 
senting Mr. Pattison nor the Direc- 
tors of the Home Life in any way, but 
there is no right to connect the Can- 
adian Homestead with the Home Life 
in every word counsel says. I appeal 
to the Chairman’s sense of fairness. 

MR. TILLEY: Q.—In that trans- 
action I think I understood you to 
say there were no contracts between 
yourself and the company or Mr. 
Firstbrook and the company ; is that 
right? A.—Yes, that is correct. 

Q.—I want to ‘know what share of 
that bonus you got in a case where 
vou ae no contracts at allP A.— 

8.9 
; O. what did Mr. Firstbrook get? 

A.—$600. 

Q.—What did any other Home Life 
Director get? A.—Mr. Curry $200, 
and Mr. John S. King $100. 


Home Life. (A. J. Pattison, Ex’d.) . 


Q.—What was the consideration that 
moved from you that $8,900 in that 
case? That was not a commutation 
of moneys payable to you under that 
contract? A.—No, I suppose not. 


Q.—What was the consideration 
there? A.—I think the consideration 
was the sale of the stock of the com- 
pany with a view to its being consoli- 
dated with another haa eres and giv- 
ing up the position which I had held 
for 20 or 21 years. 

Q.—Then that was for surrendering 
a position mainly? 

JUDGE MacTAVISH: Selling the 
stock and surrendering the position, 
and what else? A.—And with a view 
to the consolidation of the companies. 


MR. TILLEY: Q.—How did you 
arrange on a division? Did the other 
Directors know what you were receiv- 
ing—that you were getting $8,900? 
A.—Mr. Curry knew. I do not know 
whether the other gentlemen knew or 
not. I do not think they did. I do 
not think they asked me. They re- 
cognized that I had been working for 
a great many years and recognized 
that I had been paid only a trifling 
amount, 

Q.—Did they know how much money 
you received in that case? A.—I do 
not think so. I do not think they 
asked, 

Q.—Mr. Curry was the only one 
who knew that? A.—Mr. Curry 
knew. He may have mentioned it to 
the others, 

Q.—Was that not just the same 
transaction as the Home Life trans- 
action, except that you had not the 
agreement in that case. In order to 
say that it was a commutation of the 
amounts payable under the agreement, 
was it not just the price you would 
ask for surrendering your position? 
A.—I do not think it was a parallel 
case. I got some money for my shares 
and for giving up the position, but 
it does not seem to me it was a paral- 
lel case. 

Q.—How many shares had you, do 
you remember? A.—TI told you this 
morning, I think it was about 45 
shares. I am not sure about that. 

Q.—And how many shares had Mr. 
Firstbrook? A.—He did tell you, but 
I have forgotten. I think he told you 
he had $2,000 did he not? 

Q.—That would be 20 shares? A. 
—I think that is correct. I am not 
sure about that. 

Q.—So that the amount that was 
divided in that case was not divided 
in proportion to your shareholding ? 
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A.—Oh, not at all. I would like the 
Commission to note that 5 or 6 of the 
principal banks had loaned moneys on 
those bonds in excess of the amounts 
advanced by our company, but I do 
not wish that to be published. 

Q.—The result of the amalgamation 
of the People’s and the Home Life 
seemed to increase the amount of the 
impairment at the end of 1905 did 
it not? A.—Yes. 

Q.—How do you account for that? 
A.—I could not account for that with- 
out an investigation of the account. 
I was not aware of the fact until I 
saw the statement in your hands yes- 
terday. 

Q.—It increased the amount of the 
impairment by how much do you know? 
A.—I do not recall the figures. 

Q.—What was the impairment of 
1905? A.—It was just a trifling 
amount, a few hundred dollars. 

Q.—Are you speaking now ‘of capi- 
tal stock and debenture stock both, 
that it was only a trifling amount? 
A.—My recollection of the impairment 
of the Home Life—that is impairment 
of capital—was that it was a few hun- 
dred dollars in 1904. 


Q.—Was that taken into account, 
the debentures? A.—We had no de- 
bentures. 

Q.—The guarantee fund that had 
been paid inP A.—yYes, the guaran- 
tee fund was part of the capital. It 
is all one. 

Q.—Treated as part of the capital? 
A.—Yes. 


Q.—Mr. Edwards reports that the 
amount of the impairment in 1905 
was $100,151.63? A.—I do not know 
where he would get those figures from. 
They are not according to the Gov- 
ernment returns. You had another 
statement here from us. If you will 
let me see that, it will show. 


Q.—At any rate the impairment 
was increased by about $60,000, was 
it not, in 1905? A.—I think it would 
be. They had over two millions of 
insurance, did they not? 

Yes, A.—Two millions and a 
half I think. 

Q.—It is said the amount of insur- 
ance to be transferred under the 
agreement to the Home Life by the 
document itself was some $2,6000,000?P 
A.—I never saw that document. By 
the resolution we were to purchase 
the current business. Of course the 
transaction was carried through after 
we ceased to be officers. 

Q.—The transaction was carried 
through after you ceased to be officers, 
but were not the terms settled by you? 
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A.—The terms were settled between 
Mr. Warren and myself after— 

Q.—What was the amount of insur- 
ance you were to receive under that 
arrangement P A.—That was to be 
ascertained by an examination of the 
policyholders’ account. 

Q.—That was not fixed by you at 
a certain amount? A.—The minutes 
show exactly what the transaction was, 

Q.—They were to go through and 
make up the current policies, but the 
agreement that was actually signed 
pein it should be deemed to be a 
certain amount, even though i 
be less than that? yeaa ae 
course I did not see that. 

Q.—You did not in any way look © 
after the company in the settling of 
the terms of the actual agreement 
that was put through? A.—Well. I 
was not there to do that. 

M Q@.—You had stepped out? yee 
ves, 
Veeabee e said He actual insur- 
ce received was only about $1,700,- 
000, but that that atic he ea 
a gain for the company, because it 
got the reserve on policies that were 
not in force. Do you regard that 
as so? A.—I should think that would 
be an actuarial question. If I had 
been carrying the transaction through 
I would want to have it determined 
by an examination of each policy ac- 
count. 


_ Q.—Would you have agreed to fix- 
ing an amount which was not to be 
subject to be decreased if policies 
were found to be lapsed? (No an- 
swer.) 

Q.—You see the amount of the pre- 
miums payable was a fixed sum, was 
it not, under the agreement? A.— 
I have never seen the agreement. I 
believe that was the statement which 
was made. 


Q.—The fifth paragraph provides 
that the People’s shall be entitled 
to deduct from the amount payable 
to the reinsuring company in respect 
of each such policy a sum by way of 
initial commission equal to 450 per 
cent. of annual premium payable the 
People’s under the said policy, pro- 
vided that such initiai commission 
shall not be 50 per cent. of $97,000, 
the last mentioned sum being the 
amount admitted by the parties here- 
to as the total annual premium in- 
come of the company. Did you agree 
on $97,000 being the annual premium 
income of the People’s? A.—No, I 
had nothing to do with that. 

Q.—Who had to do with that? Be- 
cause that amount was actually set- 


INSURANCE. 2165 


SESSIONAL PAPER No. 66 


65th day, September 12, 1906. 


tled before you made the actual trans- 
fer of shares? A.—Not to my know- 
ledge. 

@.—It was all arranged before? A. 
—I never heard that sum until it was 
mentioned here. 

Q.—Did you not see that the Home 
Life was being protected in the agree- 
ment that it entered into with the 
People’s? A.—So far as could be 
done during the time I was in office. 
The resolution speaks for itself. It 
is a reasonable proposition. It is 
on the minutes. 

MR. McLAUGHLIN: Is there any 
contention that this 
agreement was an unfair one? The 
evidence of Mr. Blackadar’s report 
in the Blue Book shows it was cost- 
ing the Home Life 192 to get busi- 
ness for some time before, and they 
had an opportunity of getting two 
and a half million at 100 and got 
it. I do not think it should be neces- 
sary to say anything that would 
create the impression that there was 
anything unfair, unless the agree- 
ment was unfair. 

MR. TILLEY: Q.—In the resolu- 
tion that was passed by your Board 
there is nothing that fixes the amount 
of insurance so that the Home Life 
is bound as to amount? A.—Not to 
my recollection. You have the reso- 
lution. It goes on to say that the 
Home Life Association shall pay 100 
per cent. for one annual premium on 
each policy of insurance actually in 
force on August 31st, 1905, but there 
was nothing in the resolution to fix 
the amount so that you had to pay for 
more than ‘the insurance that you 
got? A.—No. 

Q.—The amount at which the Home 
Life took over the People’s was $2,- 
600,000 of insurance? A.—Yes. 


Q.—At the end of the year it was 
found to be $1,700,000. Do you say 
that that was fair or unfair to the 


Home Life, to fix the premium pay-— 


able for the business on the basis 
of $2,600,000 when the actual busi- 
ness in force was only $1,700,000? 
A.—I do not think I am in posess- 
sion of knowledge that would permit 
me to say whether that was or was 
not a fair transaction. If the busi- 
ness which was written off the books 
had been carried for a sufficient length 
of time to have a reserve equal to 
one annual premium it would be per- 
fectly fair; if it had more than one 
annual premium it would be in favor of 
the Home Life. I think it is fair to 
assume that these gentlemen knew 
how lone that business had been in 
force. You ask me if I would make 


reinsurance - 
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such an agreement; I would say not 
unless I had had intimate knowledge 
of the exact condition of the business 
when I might have made that agree- 
ment. 

Q.—That is a matter that should 
have been scrutinized and each polli- 
cy examined; is that right? A.— 
Well, if they had’ the knowledge which 
they must have had, they acted on 
that knowledge. 

Q.—If they said they had no know- 
ledge of that deficiency of premium 
income at all, that they had not been 
long enough connected with the busi- 
ness to acquire that information. In 
the absence of that information you 
think the agreement should not have 
been entered into? A.—I will not 
say that. I would have looked into 
the business myself. 

Q.—You would have gone over the 
policies yourself? A.—I would have 
gone over the policies. 


Q.—Before you would let the Home 
Life take them? A.—But I am speak- 
ing now without knowledge of the 
business. If I had knowledge of the 
business I might ’be willing the com- 
pany should assume the thing. 

Q.—It am telling you the People’s 
officers say they had no knowledge of 
it. (No answer.) 

©.—Then your company bought the 
building which is now called the Home 
Wife building, did you not? A.— 
Yes. 

Q.—Does that building stand jon 
leasehold or freehold property? A.— 
Largely freehold. There is one small 
piece of land that 1s leasehold. 

Q.—Part of the land is freehold, 
the major portion you say being free- 
hold ? A.—That is my recollection 
about it. 

Q.—Was it mortgaged when you 
bought itP A.—No, no. 

Q.—It was free of mortgage? A.— 
—Free of mortgage.- 

Q.—At what price did you buy it? 
A.—The price named in the agree- 
ment was $175,000, but the terms upon 
which the payments were to be made, 
commuted on the basis of four or five 
per cent. reduced that sum _ very 
materially. 

Q.—To what did it reduce it? A. 
—I think, speaking from memory 
about $146,000. 

Q.—How long a term were the pay- 
ments spread over? A.—If you will 
allow me to refer to the minutes I 
will give you the exact details. Tt was 
15 years I think, either 15 or 20 years 
with the option to the» company of 
paying sooner. 
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Q.—January, 1903, is the date? A. 
—Is that the date we bought it? 

MR. WALKER: No, that is the 
transfer to the ledger. 


Q.—The transaction appears enter- 
ed in your books for the first time on 
December 31st, 1901, and at the head 
of the account which is at page 516 
in the old ledger there is a reference 
to a mortgage to the Canada Perman- 
ent and Western Canada Mortgage 
Corporation for $150,000. Is that 
what you mean by the _ purchase 
money? A.—The terms for the mort- 
gage provide the rate of interest at 
2 per cent. for five years and 2} per 
cent. I think it is for another five 
years. 

Q.—And 3 per cent. for the third 
five years? A.—Yes. 

Q.—And 4 thereafter? A.—4 there- 
after. 

Q.—And $10,000 was payable on 
December 1st, 1906, $5,000 on De- 
cember Ist, 1907, and $5,000 in each 
of the following years, 1908-9-10-11- 
12-13-14-15 and 16, the balance of $90,- 
000 on 1st December, 1906, with the 
privilege of paying the whole or part 
any time without notice or bonus. So 
that the mortgage was given for the 
whole of the purchase money, was it? 
A.—No, $25,000 or $26,000 less. 

Q.—$2,613.30 was pald on account 
at the time? A.—Yes. 

Q.—And the mortgage for the bal- 
ance? A.—Yes, 

Q.—Then that transaction was clos- 
ed on December 81st, 1901? A.—TI 
presume so. 


Q.—That is what the ledger shows? 
A.—Yes. ; 
_ Q.—And the same day you bought 
it you wrote it up did you notP A. 
—I think there was an_ increased 
valuation put on the property. 

Q.—You wrote it up? A.—I think 
SO, 


Q.—By $73,969.87 ? 
Say. 


Q.—That is correct Mr. Walker 


says. 

MR. WALKER: Yes. 

_ WITNESS: Well I do not think 
it is correct. 

Q.—Well, let us have it correct? 
A.—That would put the building at 
$250,000. 

Q.—That would be the equity you 
had in the building at $100,000, and 
a mortgage $150,000, making $250,- 
000? A.—Was it carried at $250,000? 

MR. WALKER: Yes. ; 

WITNESS: Did we deduct the 
$26,000 we paid on it? 


A.—I cannot 
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MR. WALKER: That is taken in- 

to account; that is correct. 
MR. TILLEY: Q.—So that on the 
date you bought the building you re- 
presented yourself to have an asset 
of $73,000 in the building more than 
you paid for it? A.—My recollec- 
tion is that that was $50,000, but you 
have the figures there. 

Q.—Yes, the book is here. On Janu- 
ary lst you carried forward the bal- 
ance of $100,000, representing what 
you treated as your equity in the 
property? A.—Yes. 

Q.—Without showing the mortgage 
incumbrance on it? A.—I do not 
know whether that was shown or not. 


Q.—Did that mortgage incumbrance 
remain on the property at the time 
you amalgamated? A.—Yes. 

Q.—Had you put any other mort- 
gage on it? A.—No. 

Q.—Then that is transferred to the 
other book? 

MR. WALKER: It is transferred 
here. 

Q.—On January Ist, 1903, you still 
carried it at $100,000? 

MR. WALKER: Yes. 


Q.—Then on December 31st, 1904, 
you added to the value of the Home 
Life Building reserve $85,000, mak- 
ing $185,000, and that was when the 
Department objected to the amount 
of the increase, was it not? A.— 
Well I do not know that the Depart- 
ment objected to it. We had a 
valuation by four of the best valua- 
tors of the city of Toronto, and the 
maximum value was not taken. _ 

Q.—They took off $60,000? A.—No 
account was taken of the fact that 
while the mortgage was apparently 
for $150,000, that its real value was 
$25,000 or $380.000 less than that. 


Q.—As a matter of fact you wrote 
off on December 27th, 1905, very near 
the end of that year, $60,000? A.— 
Well, I did not do that. 

Q.—The company did? A.—Mr. 
Stratton may have done so. I would 
not have done so. 


Q.—Leaving the value of the 
building at $125,000 on the books? 
A.—Yes. 


Q.—So that in your ledger you wrote 
the building up by $158,967? A.— 
We took the valuations, if you like 
to call it writing up, we took the 
valuations because conditions had 
changed greatly in Toronto. For in- 
stance I was offered $5\),U00 the day 
after the deed was signed for the 
property—$50,000 in excess of what 
I had paid for it. 
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Q.—But you had written it up $73,- 
000 the day you bought it? A.—Yes, 
we bought it at the right time. 

Q.—What rate of imterest did the 
company receive on the building in 
your time after paying the expenses? 
A.—When we tovk the building we 
found it necessary to make very con- 
siderable repairs. No painting or 
extra work had been done for several 
years by the former owners, and I 
think for the first couple of years the 
returns were small. We did not do 
as 1 understand all of the Life In- 
surance Companies have done: that 
is to take into account the value of 
the building by charyving themselves 
with a rent proportionate to the value 
of the building that they occupy. I 
understand some companies do that. 

Q.—Yes, they charge themselves in 
that way? A.—Yes, we took one of 
the most modest offices in the build- 
ing, and charged ourselves with the 
rent that we would get—less than 
the rent that we would get from the 
tenant for that office afterwards. 

Q.—What rate did you give? A.—I 
cannot tell you. Mr. Walker would 
have to compute that. 

MR. WALKER: In 1902 there were 
some capital expenditures on account 
of the building, which made an ex- 
cess of expenditure over the income 
of $3,589. We capitalized those items 
as permanent repairs in some cases. 

WITNESS: And there were valua- 
tions, solicitors’ fees and so on. 


MR. TILLEY: Then take 1903? 


MR. WALKER: In 1908 the net 
income was $3,270. 


WITNESS: What was it in 1904? 


MR. WALKER: In 1904 it was 
$1,190.46. 


WITNESS: And we have 1905 now. 


MR. WALKER: In 1905 it was 
$2,227.97. 

WITNESS: It is fair to say Mr. 
Tilley that the Department did not 
regard, as I think everyone else would 
regard, the capital charges as such, 
and insisted upon their being written 
off. For instance I have no doubt 
the expenditure made in regard to 
elevator improvements, which to mv 
knowledge cost $2.500 or $3,000, and 
which should extend over ten years, 
was all written off in one year. 

Q.—Then you took over the insur- 
ance of the Covenant Mutual did you 
not? A.—We took over a part of the 
Covenant Mutual insurance. 

Q.—What do you mean by a part? 
A.—Well, such: part as was accept- 


able to the company under the terms 


Home Life. (A. J. Pattison, Ex’d.) 


of the transfer; not all of it; part 
of it went to other companies. 

Q.—Who attended to getting the 
policyholders to rewrite in your com- 
pany? A.—The manager of the Cov- 
enant Mutual. 

Q.—That is Mr. Hoover? A.—Yes. 

Q.—In what way did you re-insure 
them? What was the plan? A.— 
They had been insured under assess- 
ment contracts, and we took them on 
the level premium. They had been 
insured under assessment contracts 
and we took them’ on the level pre- 
mium 3} standard basis. 

Q.—Did you write the parties at 
the age of entering into the Covenant 
Mutual or at the age of entry into 
your company? A.—At the age of 
entry into the Covenant Mutual, tak- 
ing the reserve as a lien against the 
policy. 

Q.—Making each applicant give some 
lien or charge on his policy for the 
amount of the reserve that should be 
against it? A.—To the extent of the 
reserve that the Covenant Mutual 
should have had and did not have. 

JUDGE MacTAVISH: The Com- 
mission will now adjourn till ten 
o’clock to-morrow, in order to finish 
the investigation of the affairs of the 
Home Life before commencing the in- 
quiry into the Foresters, which has 
been fixed for 10.30 to-morrow. 


SIXTY-SIXTH DAY. 
Toronto, Thursday, Sept. 13th, 1906. 


THE HOME LIFE ASSOCIATION 
OF CANADA, continued. 


The examination of APPLETON J. 
PATTISON resumed: 


MR. TILLEY: Q.—You were ask- : 
ing me regarding some questions that 
I asked you vesterday as to re-pay- 
ing any of the money paid to the 
directors, was there anything you 
wanted to say about that? A.—I was 


_not clear when you asked the ques- 


tion yesterday whether it was stated 
as apneared in the morning paper, 
that the question was moneys receiv- 
ed from the Home Life: I answered 
that I had not been consulted with 
regard to any such re-payment, but 
I did not understand you to ask 
whether I had been consulted as to 
whether I had received any of this 
monev: from the Home Life which I 
would re-pay. 

Q.—Would your answer have been 
any different as to that? A.—If I 
had understood that the Home Life 
was mentioned I would have said 
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that I had not received any money 
from the Home Life, but that if [ 
had received any money from the 
Home Life improperly I would be 
glad to return it. 

Q.—That does not put you any 
nearer paying any money back, does 
it? A.—It makes the question clear 
I think, the answer; if the question 
was had I been consulted as to 
whether I would return money to the 
Home Life or not, I did not under- 
stand that, I would have said then 
I had not received any. 

Q.—I was not asking whether you 
had received or whether you would 
pay, but I was asking whether there 
was any discussion, and there was no 
discussion? A.—No. 


Q.—You do not mean to intimate 
that any part of that $80,000, now 
that you find it came out of the Home 
Life Association you are willing to 
return to the Home Life? A.—I do 
not know it has come out; I under- 
stand they propose to take the money 
from the Home Life, but I do not 
understand it has been taken, in fact 
I am sure from the books it has not 
been taken. 

Q.—Now that you know. the com- 
pany is obligated to pay it do you 
propose to return any part of the 
$80,000? A.—I can only re-affirm what 
I said before, that if it is shown that 
I have received 

Q.—To your satisfaction? A.—To 
the satisfaction of my solicitor Mr. 
Osler or Mr. Alfred Hoskin or any 
other reasonable party that I have re- 
ceived any money improperly either 
from the Home Life or any other 
company I am ready to return it. 

Q.—In order .that the statement 
mav be vut in a complete shape I 
will put in as an exhibit the memor- 
andum that was handed to me by the 
witness, showine the payments made 
to the other directors. (Statement 
filed as Exhibit 487.) The first col- 


umn shows the vnavments that came © 


out of the $80.000, does it not? A.— 
That is correct. 

Q.—The second column shows pav- 
ments for stock—I mean to say shows 
the amount that was paid to you hv 
People’s Life for the stock? A.—Yes. 

Q.—You wonld get these amounts 
from the People’s Life for the stock? 
A.—I think in my own evidence I 
tried to make it clear to you that I 
would not have sold my stock for 
$25—I do not want to have any mis- 
apprehension with regard to that. I 
did not agree to sell my stock for $25 
a share. 
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Q.—So that while there seems to 
be two parts to the transaction it was 
all made as one transaction? A.— 
Yes. 

Q.—I think we quite understand 
that, and I am not endeavoring in 
any way to cross-examine you on that, 
but I am trying to understand this 
statement. The second column shows 
the price of stock on a basis of $25 
at any rate? A.—That is right. 

Q.—And that amount was paid to 
you by the People’s Life? A.—Yes. 

Q.—And the first column shows what 
came out of the $80,000? A.—Yes. 

Q.—And Mr. Firstbrook is here 
$11,150, but that should be $11,500? 
A.—If you will allow me I will cor- 
rect that. 

Q.—The total would be? 
675. - 
Q.—So that the amount that re- 
mained with you after the $80,000 
was $63,825? A.—Yes, I think that 
is correct. 

Q.—Then there is a small item here 
$120. Just state what that is so that 
we will have an explanation of the 
item? A.—I think the figures given 
in evidence as to the amount Peaid 
was $120 less than actually was paid 
for the stock, and I made the state- 
ment correct. 

Q.—That is you saved as it were 
$120 on the stock transaction? A.— 
No, I don’t mean that, I mean to 
say they paid for $120 more stock 
than was stated by whoever gave the 
evidence with regard to the purchase 
of shares, that is all. 

Q.—Whose stock was that. was it 
yours? A.—TI cannot tell you now 
from memory, this was the correct 
amount, that is all. 

Q.—That simply means you trans- 
ferred to tthem a few shares over 
the 1,164? A.—It appears so there. 

Q.—Then you were going to give 
me a computation to show how vou 
arrived at the $80,000. have you re- 
produced \thate, A.-4]), don’t skuow 
that I have reproduced it. I have 
made a rough summary of the ap- 
proximate receipts based on smaller 
increase in the revenues yearly than 
had been realized for the past four 
years, and I have these figures as the 
commutation value of the sums. (Pro- 
duces a paper). 

—The way you compute it then 
is that in the vear in which the trans- 
action took place, or the first year 
after the contract was entered into 
you would receive $6,500? A.—Yes. 

Q.—There would be that payable 
to you during the year in monthly 


A.—$16,- 
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payments, or how did you receive itP 
A.—This increase of premium is not 
based on any expectation of the am- 
algamation of any company. 

Q.—You take the Home Life as it 
was continuing? A.—Yes. 

Q.—In order to make that $6,500 
can you say what premium income 
you were basing it on? A.—$150,000. 

Q.—Then you take for the uext 
year $7,400, and you discount that 
for one year at 4 per cent., produc- 
ing $7,115? -A.—yYes. 

Q.—Then you take the second year 
$8,400, discounted for two years $7,- 
766? A.—Yes. 

Q.—$9,200 for the third year, $8,- 
178; $10,100 for the fourth year, $8,- 
633 ; $11,000 for the fifth year, $9,041 ; 
$12,000 for the sixth year, $9,484; 313,- 
000 for the seventh year, $9,878; $14,- 
000 for the eight year, $10,230; $15,- 
000 for the ninth year, $10,539, mak- 
ing in all $87,360, which you say will 
be the present value? A.—Based on 
a smaller increase than had been real- 
ized. That is my own contract; that 
does not include Mr. Firstbrook’s con- 
tract. 

Q.—Have not you two years too 
many here, the $6,500 would be for 
the year 1906, would it? A.—1905 
and 1906. 

Q.—You would have two years too 
many jon that?  A:—I see here’ I 
have 1905 as a whole year. 

Q.—You' cannot charge up _ the 
whole year? A.—No, ‘that is an 
error. That wags made up while the 
Commission was in session. 

Q.—Then you have still too many 
years? A.—There are wen years. 

Q.—No, your contract was 1898, 
it had run seven years, it had eight 
years to run? A.—Yes; very well, 
we will make that right. 

Q.—So that you will have to tale 
off the last two? A.—That will make 
$66,591. 

MR. McLAUGHLIN : 
have Mr. Firstbrook’s. 

WITNESS: Mr. Firstbrook was 
three as to five, and he estimated the 
value of his at $25,000. 

MR. TILLEY: So that taking off 
the last two years, $10,230 and 910, 
539, leaves the present value of your 
contract at $66,591? A.—Yes. 

Q.—And Mr. Firstbrook thought 
his contract as compared with you 
was in the ratio of three to five? A. 
—I could not say that; he said he 
estimated roughly $25,000. 

Q.—He did not share in the $80,- 
(00 in the proportion of three to five? 
A.—No, he did not; he ‘had other 
business to attend to, and I was— 


We should 
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Q.—And you were given back the 
whole of your time for the next eight 
years? A.—I was giving up my work 
that I had undertaken. 

Q.—Did you discuss with any of the 
directors the advisablity of resigning 
by reason of your health? A.—I was 
not well at that time, and I never 
aed the question of resigning at 
ali, 

Q.—Did not some of the directors 
say to you that they thought, ‘‘Well, 
now, you are not in very good health, 
and probably it would be well to make 
some arrangement like this???’ A.— 
Never was suggested at all. 

Q.—Did you say your health was 
not very good at the time? A.—It 
was not very good at the time. 

Q.—And that was an object to you 
in resigning I suppose? A.—No, I 
could not’ say that. I have not 
taken any vacation for three or four 
years; I had been working so hard 
to try and build up our company 
and perhaps had overdone it. 


Q.—You were speaking yesterday 
about the way that the building’ was 
valued by the Company and you re- 
marked on the $60,000 that was writ- 
ten off in 1905 by the new manage 
ment, did you not? A.—TI think so. 

Q.—You said that you would not 


- have written off that.amount if you 


had been Manager? A.—Yes. 


Q.—That same amount had _ been 
written off the previous year by the 
Insurance Department, had it not? 
A.—I could not say as to that. 

Q.—The return that you sent in 
had the building at $185,000; that is 
the Company’s equity in the build- 
ing? A.—yYes. I cannot say that. 


Q.—Well, the Blue Book shows it 
at $125,000, so that $60,000 must have 
been written off by the Department? 
A.—Yes. 

Q.—You entered that transaction 
on the books as December 31st, 1901. 
Was the transaction completed on 
December 31st, or was it completed 
in January the following year? A.— 
The accountant says it was all com- 
pleted before the close of the year. 
My recollection is that it was some 
time before the close of the year. 

Q.—The transaction is entered ex- 
actly on the last day of the year, and 
on the same day the building was 
written up some $73,000, but you sav 
that the transaction was completed 
fully at that time. A.—Yes, I am 
sure it was. 

MR. TILLEY: If Mr. Walker has 
anything to say he may state it. 
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MR. WALKER: The fact that it 
is put in December 31st is explained 
by the fact that the company had no 
account at that time, and those were 
Mr. Pattison’s own handwriting, and 
I believe as a last resort he closed the 
books up himself. 

MR. TILLEY: But it was closed be- 
fore December 31st. 

MR. WALKER: I understand so. 

MR. TILLEY: Then I will put in 

the contract with Mr. Hoover and the 
Home Life dated 2nd February, 1900. 
It was under that contract, was it, 
that you took over the business of 
the Covenant Mutual? A.—Yes, what 
was taken over. 
* Q.—Did any person other than Mr. 
Hoover attend to getting the old poli- 
cyholders to rewrite in your com- 
pany? A.—He had a number of agents 
I believe. 

Q.—All working under him? A.— 
I believe so. 

Q.—Did you have anything to do 
with that personally? A.—No. 

Q.—Did you get any commission 
with respect to it? A.—No.. 

_Q.—No money paid to you through 
Mr. Hoover? <A.—Certainly not. 

Q.—The whole arrangement was with 
Mr. Hoover, and he was to get the 
policies rewritten? A.—yYes. (Con- 
tract Exhibit 438.) 

Q.—And then you put a lien on the 
policies for the reserve, as you stated 
yesterday. Is this the form of certi- 
ficate for the lienP A.—Yes, that is 


1t. 

MR. TILLEY: Have you the ac- 
count, showing the amounts paid to 
Mr. Hoover, Mr. Walker? 

MR. WALKER: We have not that 
letter here, but I have a memoran- 
dum. ; 

Q.—Just give the amounts that 
were paid. . 

MR. WALKER: The amounts that 
were paid for transferring the busi- 
ness were $1,744.57. 

Q.—Was that money paid to Mr. 
Hoover ? 

MR. WALKER: Paid to Mr. 
Hoover. 

Q.—Was that paid in one sum? 

MR. WALKER: It was put to his 
credit in two amounts, I do not know 
just how the cheques were made out, 
I think in one sum. 

Q.—How was that estimated? 

MR. WALKER: On policies trans- 
ferred by himself. He had a credit 
of $3 per 1,000. and on policies trans- 
ferred by the Home Life $1 per 1.000. 

Q.—That is where the Home Life 
agents procured the new business? 


MR. WALKER: Yes. 
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Q@.—The $2 being taken off for the 
expenses of the Home Life agents? 

MR. WALKER: Yes. Then Mr. 
Hoover got a commission of 74 per 
cent. on the cash premiums collected 
ou that business. 

Q.—Is he still receiving that com- 
mission P 

MR. WALKER: Well, he has not. 
received any for the last year. 

Q.—Why? Nothing due? 

MR. WALKER: We simply had 
not sent him the cheque; that is all. 

Q.—lIs he still entitled to it? 

MR. WALKER: Yes, as far as I 
know. 

Q.—What was the date of the first 
payments you spoke of there on trans- 
ferring the business? 

MR. WALKER: That would be 
about 1900. 

Q.—What payments has he receiv- 
ed since? A.—On the Ist year pre- 
miums he got a commission of $1,- 
977.03, on the second year, $1,791.81, 
third year, $1,571.64, fourth year, 
$1,601.80, fifth year, $1,489.62, sixth 
year, $1,118.20. 

Q.—The total being what? 

MR. WALKER: $9,600.10; that is 
without the original payment. 

Q.—And how much business was 
transferred for that? 

MR. WALKER: $994.625. 

Q.—And you have given all the 
payments that were made with respect 
to that business? 

MR. WALKER: Yes. 

Q.—Then, Mr. Pattison, I will ask 
you; Mr. Hoover gets the continu- 
ous commission at 74 per cent. as 
this contract showed? A.—He should 
get it, I think. 

MR. TILLEY: I have attached the 
form of lien to Mr. Hoover’s contract, 
which is Exhibit 488. Then I will put 
in the form of loan agreement that 
your company used; that is it, is it 
not? A.—Yes. (Exhibit 439.) 

Q.—I suppose that this form is 
taken from forms used by other com~ 
panies and adapted to your own re- 
quirements? A.—I presume so; it 
probably was by the solicitor. It was 
not prepared by me. 

MR. TILLEY: Probably J should 
attach to the contract with Mr. Hoov- 
er the contract between the Home 
life and the North West Life As- 
surance Company. 

Q.—That is dated 22nd January, 
1900? A.—Yes. 

Q.—Under the form of policy that 
your company used an application for 
a paid up policy has to be made with- 
in six months or the right to a paid 
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up policy was lost? A.—You have 
the terms there. 

Q.—That is the fact, I think. 

MR. McLAUGHLIN: You can put 
in the policy with a copy of the appli- 
cation attached to it. 

MR. TILLEY: That appeared to be 
so from the policy? A.—That ap- 
peared to be so from the policy. 

(Form of policy Exhibit 440). 

Q.—Did you ever refuse to give a 
cash surrender value or the paid up 
policy because of non-application with- 
in the specified time? A.—wNo. 

Q.—You never took that position 
with any policyholder? A.—Never. 

Q.—Did your company refuse to al- 
low policyholders in the old Covenant 
Mutual who took out new policies with 
you with a lien on them, to pay off 
the lien? A.—No. cs 

Q.—No refusal of that kind ever 
made? A.—Never. 

MR. KENT: You remember I said 
I was going to ask you a few ques- 
tions as to the duties of directors. 
Would you be good enough to give the 
Commission vour views as to the 
duties of a director who is neither 
President, Vice-President or Treasur- 
er? A.—My conception of the duty 
of a director of a life insurance com- 
pany would be the same as the duty 
of a director in any corporation. They 
would be to do at all times tne best 
that he could according to his judg- 
ment in the interest of the company 
he was director of. 

Q.—When the personal interest of 
the director clashes with the interest 
of the policyholders, which side do you 
consider it is the duty to take? A.— 
I should take the interest of the poli- 
cyholders and shareholders into ac- 
count myself. I do not see that there 
could be a conflict, or should be a 
conflict with the policyholders and 
shareholders’ interests. : 

Q.—Do you consider where a direc- 
tor sits at a meeting and allows an 
imrortant matter to be acted upon 
without ever reading the document or 
having it read by the secretary at the 
meeting, and the transaction goes 
through at the meeting without any 
director excent tne one being aware 
of the -contents—would you think 
those directors did their duty to the 
policyholders? A.—Well, I would think 
not, nor yet to the shareholders. 


JAMES R. STRATTON, Recalled. 
Examined by MR. TILLEY: 
~ Q.—I asked you for the cheque for 


$80,000 with which you said you paid: 


the amount to Mr. Pattison? A.— 
Yes. 
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Q.—Did you get it? A.—.I think 
I said last week, when under exam- 
ination, that I gave my cheque to the 
Bank and the Bank gave me the 
money. I subsequently retired the 
cheque with Mr. McCutcheon’s note 
and the assignment of the agreement 
and tore up the cheque. It was a 
mere temporary matter. 


Q.—Then you said that the cheque 
was for $80,000, and that the assign- 
ment— A.—No, I did not say the 
cheque was for $80,000. I said the 
ee paid Mr. Pattison was $80,- 

Q.—What you said is shown in the 
printed evidence at page 2070? A.— 
I have not seen it. 

Q.—The examination reads as fol- 
lows :—‘‘Q.—Have you the cheque for 
the $80,000 here to-day, Mr. Kirby; 
Mr. McCutcheon promised it yester- 
day, I think? A.—TI can explain that 
transaction better, perhaps, myself. I 
gave my cheque for the $80,000, my 
personal cheque to thé Bank.’ 

That was in your evidence, but Mr. 
Kirby was standing beside you. A.— 
Yes, that is all right. 

Q.—And then the examination pro- 
ceeds :—“‘Q.—To what Bank, Mr. 
Stratton? A.—The Traders’ Bank. 
I subsequently arranged for the dis- 


count of the $80,000 with the agree- 


ment of the Home Life at the back of 
Mr. McCutcheon’s note. That is the 
whole transaction.”’ 

A.—That was a slip. 
000. 

Q.—Now, was the transaction with 
the Bank an $80,000 transaction? 
A.—Perhaps I had better explain the 
whole matter to you. It was arrang- 
ed by the solicitor that the amount 
to be paid for the—what will I call 
it—the commutation of the contracts, 
was $90,000, and all the papers and 
documents. were drawn in connection 
with the matter for the $90,000. 
When I came to adjust the matters 
with Mr. Pattison I was able to ar- 
range with him for the payment of 
$80,000. Mr. Pattison accepted 
the $80,000 as a settlement of the 
amount. The documents were all 
drawn and all had been. completed 
previously by the solicitors, and I 
gave to Mr. Pattison the $80,000 in 
cash, the amount that he received, as 
I stated to the Commission. 

Q.—So that Mr. Pattison did not 
get a cheque for $80,000? A.—He 
got $80,000 in cash. 

Q.—Then he could not have got a 
cheque. A.—I gave a cheque for the 
money. 


It was $90,- 


ho 
ar 
~J 
ho 


66th day, September 13, 1906. 


MR McLAUGHLIN: He did not 
say he gave Mr. Pattison a cheque. 


MR. TILLEY: There was no cheque 
for $80,000 issued in connection with 
this transaction at all? A.—No. 

().—A cheque was issued by you for 
$90,000, and then the cash was brought 
to your office, was it? A.—The cash 
was brought to my office. I obtained 
the cash myself. 

Q.—From what Bank? 
the Traders’ Bank. 

Q.—Was the cheque on the Trad- 
ers’ Bank? A.—The cheque was on 
the Bank of Montreal, Peterboro. 

Q.—And you got $90,000 from the 
‘Traders’ Bank and then you met Mr. 
Pattison. A.—I met Mr. Pattison. 

Q.—Personally? A.—Yes. 

Q.—Was Mr. McCutcheon” there? 
A.—No. 

Q.—And up to that time the agree- 
ment had been for $90,000 you say? 
A.—$90,000. 

Q.—And you handed him, as the re- 
sult of your talk with him, $80,000? 
A.—Yes. 

Q.—What did you do with the 
other? A.—Retained the other $10,- 
000. 

Q.—What did you do with it? A. 
—I had it personally myself—the 
_ $10,000 to be applied to the matter 
of the note. 

Q.—yYou have got it yourself yet? 
Ai ¥ 6s. 

Q.—Let us follow it along by steps? 
A.—Yes. 

Q.—Then the next thing to do was 
to arrange the security with the 
Traders’ Bank? A.—Arrange the 
security with the Traders’ Bank. 

Q.—That was to be by an assign- 
ment by Mr. McCutcheon of his in- 
terest under the agreement? A.— 
That was arranged by ‘Mr. McCut- 
cheon’s note and an assignment of 
the agreement. 

Q.—On what date did you pay Mr. 
Pattison the $80,00? A.—On the 
date of the agreement, the afternoon 
of the agreement, about the 12th 
October. 

Q.—I understood it was the 12th 
October? A.—Yes. 

Q.—Is there anything that shows 
that? A.—I do not know, it might 
be the 13th. 

MR. McLAUGHLIN : 12th Octo- 
ber is the date of the minutes. 

MR. TILLEY: Q.—The minutes 
of the meeting at which the transac- 
tion was carried through are dated 
the 12th October and the meeting 
was called to order at 4 p. m.P A.— 
Yes. 


A.—From 
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Q.—And then the different old di- 
rectors resigned and new directors 
were appointed? A.—Yes. 


Q.—Was that before or after you 
had paid the $80,000? A.—That was 
afterwards. 

Q.—How long before 4 p.m. had 
you paid the $80,000? A.—About 
3.00, 

Q.—And then the meeting was 
heldp A.—Yes. . 

Q.—The $80,000 being paid in your 
own office? A.—No, I think Mr. 
Pattison came with me to the Bank. 

Q.—He went down with you to the 
Bank when you drew the money? A. 
—Yes. - 

Q.—Where was the _ discussion 
whether it would be $80,000 or $90,- 
000? Where did that take place? A. 
—With Mr. Pattison. 

Q.—Where? A.—In the Bank. 

Q.—Was it $90,000 until you got 
to the Bank? A.—It was $90,00 un- 
til I gave the money to Mr. Patti- 
son. 

Q.—Until you got to the Bank? 
A.—Until I got to meeting Mr. Patti- 
son myself, personally. 

Q.—At the Bank A.—At ~ the 
Bank—well, I met him at his office. 

Q.—Was it at his office or the Bank? 
A.—We went together. 

Q.—Where was it changed from 
$90,000 to $80,000? A.—It was final- 
ly concluded after the $90,000 had 
been drawn from the Bank. 

Q.—Was it changed from $90,000 to 
$80,000 inside the Bank building or 
at some other place? §A.—Well, it 
was from the time the $90,000 was 
drawn from the Bank until Mr. Patti- 
son was paid. 

Q.—Will you tell me the place 
where it was done? A.—Well, we 
discussed it going down to the Bank, 
we discussed it in the Bank, and it 
was finally arranged with Mr. Pattison, 
IT could not just say the exact moment 
where. 

Q.—You do not know whether it 
was before you got to the Bank or 
after? A.—It was after we got to 
the Bank. 

Q.—Did you go out of the Bank 
before vou closed it? A.—No. 

Q.—Then it must have been closed 
in the Bank? A.—Yes. 

Q.—And you and Pattison were 
there together? A.—Yes. 

Q.—That transaction had _ been 
standing for months before that? A. 
—It had not been standing for 
months, no. It had been under dis- 
cussion for months. 
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Q.—The details were arranged for 
some time prior to that as each wit- 
ness swornP A.—Well, Mr. War- 
ren carried on the details of it. I do 
not think it was finally concluded for 
months before; I think it was a short 
time before. 

Q.—Was it not for days before? 
A.—It may have been for days. 

Q.—And $80,000 was settled on 
days before? A.—No. 

Q.—How could the transaction be 
completed and ready to close if you 
had not agreed on the amount? A. 
—They were satisfied to pay Mr. 
Pattison the amount of $90,000, if 
arrangements could not be made for 
a lesser amount. 

Q.—You say there was a definite 
‘arrangement with him for $90,000? 
A.—Yes, 

Q.—Existing during all the ‘time 
that he was settling with the other 
parties? A.—Yes. 

Q.—And it was not changed to $80,- 
aa until you got to the Bank? A.— 

O. 

Q.—You did not draw the money? 
A.—Yes, I did, draw the money. 

Q.—When he was there? A.—Yes. 

Q.—Watching you? A.—Yes. 

Q.—He saw you get the $90,000 
and he threw off $10,000P A.—I do 
not know that he was watching me; 
he was in the Bank. 

Q.—Beside youP A.—He was not 
beside me. I went to where he was 
after the money was obtained. He 
was not beside me. 

Q.—Did he see you get the $90,- 
000? A.—I do not think he did. I 
am certain he did not. 

Q.—So that Mr. Pattison then went 
with you to the Bank, and you went 
and drew $90,000, and you had not 
then decided to reduce it by $10,- 
000? A.—No; if he had insisted on 
the $90,000 he would have got it. 

MR. McLAUGHLIN: If he had 
seen the money— . 

MR. TILLEY: I think Mr. Strat- 
ton is able to take care of himself. 

Oe Pe batecwaswOt. the totic Ale 
Yes. 

Q.—And the papers with the Bank 
were not settled until the 13th? A. 
—TI would not say whether it was the 
following day or the day after. 

.—It was not on the same day? 
A.—No. The papers had not been 
passed by the Board. 

Q.—Oh well, the $90,000 transaction 
or the $80,000 was never before the 
Board? A.—yYes, it was. 

Q.—The agreement between Mr. 
McCutcheon and the Bank was never 
before the Board? A.—No, not that 
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agreement, but the agreement by 
which Mr. McCutcheon was to be 
paid under the contract. 

MR. McLAUGHLIN: It was said 
to be attached to that assignment. 

MR. TILLEY: Then the document 
that Mr. McCutcheon signed will be 
Hxhibit 441. It is dated 13th Octo- 
ber, 1905, and it is signed in the pre- 
sence of James J. Warren? A.— 
Yes, 

Q.—That document reads as fol- 
lows: —(Reads contract.) Does that 
document that I have read come from 
the Bank? A.—No, that is a dupli- 
cate. 

Q.—Then they can file this copy? 
AY CS. 

Q.—This is an exact duplicate of 
the one at the Bank? A.—An ex- 
act copy. 

Q.—Then to that was attached his 
contract with the Home Life? A.— 
Yes. 

Q.—Do you say that ‘that docu- 
ment was drawn before the 12th? A. 
— Yes. 

Q.—At $90,000P A.—Mr. Warren 
would be better able to tell you when 
it was drawn. It was drawn at any 
rate before it was passed. 

Q.—Before it was what? A. 2HTt 
was drawn before it came into my 
hands. 

Q.—You are not President of any 
company that this came in? A.— 
Well, that agreement was drawn be- 
fore, when it was arranged by Mr. 
Warren and Mr. Pattison. 

Q.—When it was arranged by Mr. 

Warren and Mr. Pattison at $90.- 
000 and you say that was when Mr. 
Warren passed out of the transaction ? 
A.—Yes. 
- Q.—Then it was drawn and it was 
put through at $90,000, you say, just 
to save changing the word from 90 
to 80? A.—It was put through be- 
cause all the documents were drawn 
at $90.000. 

Q.—Tell me any other document 
that was drawn at 90? A.—I did 
not draw any dacument. 

Q.—Well, what document was there? 
A.—There was not any document at 
90. except perhaps, this one. 

Q.—This was the only one? A.—I 
cannot say what other legal document 
Mr. Warren drew. 

Q.—If Mr. Warren is here he can 
tell. Was there any other document 
besides this? A.—I do not know of 
any. 

Oueithere is no other paper that 
would have to be changed, and do 
you suggest that this transaction went 
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through at $90,000 just to save strik- 
ing out the 90 and writing 80? A. 
—ilt went through because the papers 
were all prepared. You, perhaps, have 
not got it in your mind that 1 person- 
ally guaranteed to the Trader’s Bank 
the money that they advanced. lI 
was personally liable to the Traders 
Bank for the $90,000. That money 
was handed over to me by the Traders 
Bank. It was my money and no per- 
son else’s. ‘ithe arrangement between 
myself and Mr. McCutcheon, | told 
you the other day there was not in 
any way, shape or form any under- 
standing or any arrangement by which 
there was to be any commission to any 
person in respect of the money that 
was paid to Mr. Pattison. I told you, 
further, that we had arrangements by 
which this money, as it was a tempor- 
ary loan by the Trader’s Bank, would 
have been returned and the matter 
arranged, had it not been that I was 
particularly anxious that there should 
be no change in any transaction from 
the time it was made after the Com- 
mission was appointed, from October— 

Q.—I do nut know that that is any 
answer to what I am asking you at 
all. You say you would have spread 
the payment the Home Life was mak- 
ing over 15 years instead of 10 years? 
A.—Yes. 

Q.—That does not affect this trans- 
action? A.—I think we were arrang- 
ing to retire from the Traders’ Bank, 
and while I may not have said as 
much as I am saying now, the arrange- 
ment absolutely is, and there is no 
getting away from it, and no desire 
on the part of any person to get away 
from it, that the Home Life has to 
advance $80,000 to McCutcheon, un- 
der the contract, and that that other 
matter at the Bank, as between Mc- 
Cutcheon and myself would have been 
arranged had it not been that I stated 
to Mr. McCutcheon myself personal- 
ly, ‘‘Now let there be no change. All 
sorts of improper motives will be im- 
puted to anything that may be done 
between now and the meeting of the 
Commission.”’ 

Q.—That does not refer to this at 
all. That refers to changing it from 
10 to 15 years? A.—No, it referred 
to the whole matter. 


Q.—We must judge the transaction 
by what was done at the time? A. 
—We must judge it by all the circum- 
stances. 

Q.—Now, having $10,000 left with 
you on the 12th in the Bank— A.— 
It was not left with me; it was my 
money. 
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Q.—Well, $10,000 -remained with 
you; put it that way. What did you 
do with that $10,000? A.—I retain- 
ed it. 

Q.—What did you: do with’ it? 
Where did you deposit it? A=] 
deposited it in the Bank of Montreal. 

Q.—Did you go back to the Bank 
of Montreal and deposit it? A.—I 
went to the Bank of Montreal. I 
went to Peterboro. The meeting of 
the Home Life extended late into the 
evening. I went to Peterboro and I 
deposited the $10,000. 

Q.—When? That night? A.—The 
next morning. I deposited the $10,- 
000, I think it was on Saturday morn- 
ing. And I gave Mr. McCutcheon 
my cheque for $10,000 to be applied 
at the time; it wag arranged by Mr. 
Warren and Mr. McCutcheon that it 
was to be applied to the retirement 
of the note, as it was only a tem- 
porary loan with the bank. 

Q.—You say you “deposited that 
money at Peterborough in the bank 
on the 13th? A.—Yes. 

Q.—You were not here when this 
transaction was completed by Mr. Mc- 
Cutcheon, because his document is 
signed on the 18thP A.—I may have 
been, 

Q.—You could not have been here 
and in Peterborough both? A.—My 
recollection is that perhaps I was down 
to Peterborough Friday. 

Q.—Did you carry $10,000 in your 
pocket all day? A.—I guess I did. 
I do not think there is any doubt 
about it. 

Q.—Then it was not the 12th you 
went down? A.—Could not say; it 
may have been the 13th. 

Q.—Here you attended a meeting 
on the 13th in Toronto, meeting of 
the Directors of the Home Life held 
at 2.30 on the 18th, present J. R. 
Stratton? A.—Well, it was the even- 
ing of the 13th I went down. 

Q.—And in the meantime you kept 
the $10,000 in your pocket? A.— 

es. 

Q.—When you went to Peterbor- 
ough you deposited the $10,000 there? 
A.—Yes. 

Q.—And what has been done to les- 
sen the liability of the Manager of 
the company to the Traders’ Bank, 
for which he has secured the bank by 
this assignment? A.—What has been 
done to lessen it? 

Q.—Yes? A.—I suppose the ar- 
rangement has been carried on—by— 

Q.—Do not suppose. McCutcheon 
by this document is liable to the bank 
for $90,000. How has that been re- 
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duced to $80,000 if it has been re- 
duced? A.—The loan has to be re- 
arranged, and the Commission has 
been sitting for some time, and the 
amount would be applied on the re- 
arrangement of the loan, which cheque 
McCutcheon has. 


Q.—When did he get the cheque? 
A.—On the 13th. 


Q.—How did you get it from him? 
A.—I got it yesterday. 

Q.—Will you let me have it? A.— 
Yes. You asked for it yesterday and 
I got it. 

Q.—I did not ask for it because I 
did not know of it until this morning? 
A.—Well, he knew it was wanted. 

Q.—You produce a cheque dated Oc- 
tober 12th, 1905, to the Bank of Mon- 
treal, pay to J. K. McCutcheon, Esq., 
Peterborough, or order? A.—No, 
Bank of Montreal, Peterborough. 

Q.—‘‘Pay to J. K. McCutcheon, 
Esq., or order, $10,000, re Pattison 
Home Life, J. R. Stratton, $10,000.”’ 
That document is dated a day before 
the transfer signed by McCutcheon? 
A.—The payment to Pattison was on 
the 12th. 


Q.—And on the 12th you made up 
your mind— 

MR. McLAUGHLIN: The money 
was drawn from the bank on the 12th? 
A.—On the 12th I gave him a cheque 
for the $10,000, and told him we had 
arranged with Pattison on the $80,- 
000 basis, and I informed Mr. Warren 
the solicitor as well. 

MR. TILLEY: Q.—And you gave 
him the cheque for the $10,000 in 
order to save changing the $90,000 to 
$80,000 in this document to McCut- 


cheon ? A.—That was the arrange- 
ment. 

Q.—And that is the only reason you 
can giveP 


MR. McLAUGHLIN: There is no 
reason for putting words in his mouth. 

MR. TILLEY: Yow shall not inter- 
fere with this examination. 

MR. McLAUGHLIN: I am not in- 
terfering in this examination in any 
unfair way. 

MR. SHEPLEY: You will not in- 
terfere at all, fair or unfair. 

MR. McLAUGHLIN: I will not be 
dictated to by you Mr. Shepley. I am 
under the ruling of the Commission. 

MR. SHEPLEY: I ask to have the 
examination go on without interrup- 
tion. 

MR. McLAUGHLIN: I think the 
- Commision will not say I have act- 
ed unfairly. 

MR. SHEPLEY: And that you 
shall not act until your turn comes. 


Home Life Ass’n of Canada. 
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MR. McLAUGHLIN: Will the 
Commissioners say I have treated the 
other counsel discourteously ? 


JUDGE McaTAVISH: Let the ox- 
amination proceed. 


MR. TILLEY: Q.—Do you say 
that the cheque has been with Mc- 
Cutcheon from October 12th until yes- 
terday?P A.—TI do. 

Q.—Do you know where he kept it? 
A.—He went to the vault for it when 
I asked for it. 

Q.—Do you know what it was pin- 
ned to? A.—TI do not know anything 
about it. 

Q.—Or. how it came to be in the 
condition it is in now? A.—TI did not 
know there was a pin in it. 

MR. TILLEY: If your honors will 
permit me, we will let Mr. Stratton’s 
examination rest here. We would 
like to have the cheque book from 
which the cheque was issued. 

WITNESS: It was a loose cheque. 

Q.—Not issued from any cheque 
book? A.—No. 

Q.—Then we will have to ask for 
the Peterborough Bank book? A.— 
I will have to get it for you. 

MR. TILLEY: And will have to let 
Mr. Stratton’s examination stand for 
the present. 


JAMES K. McCUTCHEON, recal- 
led. Examined by MR. TILLEY: 

Q.—Who paid to Mr. Pattison the 
$80,000? A.—I was not present. 

Q.—You did not pay it? A.—TI did 
not. 

Q.—Are you quite clear you did not 
pay the money to Mr. Pattison? A. 
—I am quite positive. 

Q.—You had nothing to do with 
the payment? A.—No, I had not. 

Q.—And you had nothing to do 
with the changing from the $90,000 
to $80,000; is that right? A.—I was 
made aware of it. 

Q.—When were you made aware of 
it? A.—On the evening of it. 

Q.—When were you made aware of 
it? A.—On the evening of the trans- 
action or the following morning; I am 
not clear. 

Q.—You mean the evening of the 
12th or the morning of the 13th? A.— 
The evening of the 12th or the morn- 
ing of the 13th. 

Q.—Listen to what you said before 
at page 2041 of the printed book : — 

‘“‘Q.—That is Mr. McCutcheon, Mr. 
Stratton, did he pay any part of it? 
A.—No, as paid it. Q.—You paid it 
allP A.—Yes. Q.—Where did you 
get the monev? A.—Mr. Stratton 
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furnished it. Q.—Don’t you think it 
might have been fair to say Mr. Strat- 
ton paid some part of it? A.—I am 
not responsible for it. Q.—You are 
responsible for it to him? A.—Mr. 
Stratton, for the repayment of it. 
Q. —You are responsible to Mr. Strat- 
ton for the repayment of the $80,- 
000? A.—Yes.”’ 

A.—That is quite clear. I am per- 
sonally responsible, but the act of 
paying it over, I did not pay it in- 
dividually. 

Q.—You were asked before :— 

“QO. You paid ie valle A.—Yes. 
Q.—Where did you get the money? 
A.—Mr. Stratton furnished it.” 

Q.—That is right? A.—Yes. 

Q.—You think it agrees with your 
statement now? A.—Yes. It might 
be misconstrued to put a wrong con- 
struction on it, but I am personally 
responsible. 

Q.—Then it was not till the 13th 
possibly that you. knew it was changed 
from $90,00 to $80,000, you say nowP 
A.—LEither tie 12th or 138th, I do not 
know. 

Q.—Did you ever understand it was 
agreed at $90,000? A.—Yes. 

Q.—That is was settled to be $90,- 
000? A.—Yes. 

Q.—You understood that? Alar 
Yes. 

Q.—Had that been discussed by 
you? A.—It had been discussed with 
Mr. Warren. 

Q.—With Mr. Pattison ? 
never with Mr. Pattison. 

Q.—Never with him? A.—No. 

Q.—So that you had no knowledge 
except such as you got from Mr. War- 
ren or Mr. Stratton? A.—Correct. 

Q.—And you understood from Mr. 
Warren, you say, that it was to be 
$90,000? A—Yes. 

Q.—When did you understand 
that? A.—From I think the morn- 
ing probably of the 11th. 

Q. —Oh Mr. McCutcheon. How 
long was this transaction settled in 
its terms and ready to be carried 
out? A.—I think about the 11th or 
12th. It was under discussion for 
considerable time, but nothing de- 
finitely arranged until about “the 
morning of the llth or 12th, but to 
be clear as to the day or a few hours, 
it is almost impossible, a transaction 
extending nearly a year now. . 

Q.—Who told you that it had been 
changed from $90,000 to $80,000? A. 
—Mr. Stratton. 

Q.—What was the occasion of his 
telling you that? A.—I can hardly 
recall the occasion; but I felt quite 
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pleased when he did tell me. I re- 
member that part of it. 


Q.—Was it before or after you 
signed this document dated 13th Oc- 
tober in favor of the bankP A.—It 
was after. 

Q.—It was after you had signed 
that? A.—Yes. 


Q.—So that after you had signed 
the document of the 13th yoy did not 
know it was changed from $90,000 to 
hit A.—I am not clear about 
that 


Q.—I wish you would make yourself 
clear. 

MR. McLAUGHLIN: Ask him when 
that document was signed. 


MR. TILLEY: I will ask him when 
I reach that point. 


MR. McLAUGHLIN: The Com- 
mission have ruled that I could sug- 
gest matters, and you have either re- 
fused to ask the questions I have sug- 
gested, or twisted them in some shape? 
A.—I think it would be the evening 
of the 12th, or the morning of the 
13th. 

MR. TILLEY: Q.—Did you know 
it before you had signed the docu- 
ment of the 138th October? I wish 
you would think it out and give an 
answer? <A.—I am not clear. 

Q.—You must know the circumstan- 
ces? A.—I am giving yon an honest 
answer. I am telling you definitely 
what I know to be conscientiously 

Q.—You say you cannot in any way 
true and I will not vary from that. 
throw any light? A.—I am not clear 
as to the 12th or 13th. 

Q.—You are not clear as to whether 
it was before or after you signed the 
document dated the 13th; put it that 
way? A.—I would certainly say it 
was after—undoubtedly. 

Q.—It was after you had signed the 
document of the 13th? A.—Yes. 

Q.—Would you have signed that do- 
cument pledging yourself to repay the 
$90,000 if you had known that the 
real transaction was only to pay $80,- 
000? A.—Well, the whole transac- 
tion, if it was $90,000, the conditions 
of my contract provided for it; it 
could not affect me materially one 
way or the other; if it was either 
$80,000 or $90,000 the contract pro- 
vided for it. 

Q.—There was $111,000 payable un- 
der the contract? A.—There was a 
sum not to exceed a certain amount. 

Q.—And the contract would have to 
provide enough to pay off this liabil- 
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ity under which you had placed your- 
self? A.—During a term of years. 

Q.—So that it was a matter of in- 
difference to you in that way what 
the sum was? A.—You may rest as- 
sured I would like to see it paid off as 
quickly as possible. 

Q.—Other than that it was a mat- 
ter of indifference to you? A.—I 
was fully protected under my con- 
tract. 

Q.—Let me ask you again, would 
you have signed 1t tor $9U,00U ir you 
had known the real transaction was 
$80,000, with that feeling of protec- 
tion you say you have? A.—It would 
not have been necessary to have sign- 
ed it, because it would not have been 
drawn at $90,000. If it was actually 
known then that the transaction was 
$80,000 it would never have been 
drawn at $90,000. 

Q.—If at the time you were asked 
to sign the $90,000 contract it was 
known that it was $80,000 you would 
have struck out the $90,000 and made 
it $80,000? A.—Certainly I would. 

Q.—Does that establish in your 
mind now the fact that it was after 
that document was signed you learned 
it was $80,000? A.—Well now, I 
answered you that very clearly. 

Q.—Can you say, having the know- 
ledge that you possess, as to what you 
would do yourself, under given cir- 
cumstances, that it must have been 
after that contract was signed that 
you learned it was $80,000? A.—I 
do not just understand what you mean 
by that. 

Q.—You tell me that if the real 
transaction had been $80,000 you 
would not have signed the contract 
stipulating for $90,000? A.—It would 
not have been necessary. 

Q.—Don’t say whether it would 
have been necessary. Would you 
have done it? A.—If it had been 
$90,000 I certainly would have signed 
it. I believed it to be $90,000. 

Q.—I€ you had known it was not 
$90,000 but $80,000 would you have 
signed it? A.—At $80,000? 

Q.—At $90,000? A.—It would not 
have been necessary. 

Q.—Would you have done it P A. 
—I do not think it is a fair question, 
because it is not necessary. It would 
have been simply absurd for me to 
have signed a contract. JI would not 
have done it if it had been put in. 

Q.—You would not have done it? 
A.—There was no necessity. 

Q.—And it would be absurd to keep 
it at $90.000 just to save the trouble 
of re-typing the document and strik- 
ing out $90,000 and putting $80,000. 
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That is the way it would appeal to 
your A.—If you put that construc- 
tion. 

Q.—I am not putting any construc- 
tion. Jam asking your view? A. 
—There would be no necessity to put 
$90,000 if $80,000 was there, but may 
I make this statement. I have lis- 
tened to the evidence of the Presi- 
dent, which was positive, truthful fact 
as he stated; that cheque that he re- 
ferred to was given to me on the morn- 
ing of the 13th, and remained in my 
possession until yesterday. I put 
that pin through and put it in an 
envelope and put it in the vault of 
the company. : 

Q.—Let us see the envelope that you 
put it inP A.—The envelope is de- 
stroyed. I tore the envelope when I 
handed the cheque, because it was 
sealed. I pinned it and sealed it. 

Q.—What did you pin it to, the 
envelope? A.—Simply to the enve- 
lope. 

Q.—Did you put it inside the en- 
velope and then pin the envelope? A. 
—I put it inside the envelope and 
pinned it. 

Q.—To what? A.—In the enve- 
lope; sealed it down and put it in the 
vault of the company. 

Q.—Did you seal it down with seal- 
ing wax? A.—No, no, just simply 
gummed it. 

Q.—You wrote on the outside of 
the envelope what, to identify it? A. 
—Personal property of J. K. McC. 

Q.—When did you pin it and seal 
it and put it away? A.—TI think, as 
far as my memory serves me, I think 
I am positively correct on it—I think 
it would be the evening of the 13th or 
the morning of the 14th. 

Q.—So that it was done at once, 
without lying around in your pocket? 
A.—Within a few hours. I will put 
it within a day. : 

Q.—That is to say when you got it 
you did what with it? A.—What I 
have stated. 

Q.—And what you knew you would 
do when you received the cheque? A. 
—Yes, what I did. 

Q.—That is to say it was handed 
to you for the purpose of usine it as 
you did use it? A.—It was handed 
to me to be used to pay a temporary 
loan. 

Q.—Was it handed to you to put 
in the envelope? A.—No, it was just 
given to me saying ‘‘Your note is in 
the bank, $90,000. the matter has 
been arranged at $80,000. Now here 
is the difference between $80,000 and 
$90,000. The loan is only a tempor- 
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ary loan in the bank. When that is 
re-arranged you have this to apply 
on that, which will reduce it in ac- 
Sore with your contract to $80,- 
00. 

Q.—Why did you not go down to 
the bank and deposit the cheque there 
and reduce it to $80,000 at the time? 
A.—I did not think it was necessary. 

Q.—Why did you not do it? A. 
—The Commission were in session and 
I thought it would only be a matter 
of a day of two. I was going to ar- 
range the matter, and it would only 
be a matter of a day or two when 
the matter would be adjusted. 

Q.—The Commission were then sit- 
ting? A.—No, I do not say they 
were sitting, but it was expected we 
would be called at any moment. 

Q.—While the Commission was not 
sitting for your company, it was to 
come for other companies? A. —Yes, 

Q.—It had then been appointed > 
A.=—Yes, 

Q.—And fearing some question about 
this thing, when the Commission had 
been appointed you decided to hold 
the cheque until the Commission sit- 
tings were over? A.—TI decided to 
hold the cheque, yes. 

Q.—What has Mr. Stratton just 
said to you? A.—That is a very fair 
question. He said ‘‘you know what 
the note was given to you for, to re- 
tire a temporary loan—what the 
cheque was given to you for.’’ 

Q.—Is that all he said to you? A. 
—Well he said, regarding the com- 
mission, ‘‘You ‘may be a little in 
error regarding the Commission.’’ J 
know the Commission was expected 
to sit. J knew all companies were to 
be up. The papers were full of it. 

Q.—He told you the transaction’ 
was a temporary loan, and the cheque 
was in connection with that, and he 
told you you were wrone about the 
Commisson sitting or being appoint- 
ed? 1A2—Yes. 
eee .—Did he tell you anything else? 

( 

Q._That explanation of holding 
the cheque disappears, absolutely dis- 
appears, because the commission was 
not appointed then, and there was 
no question of appointing one at 
that time? A.—Well, it was thor- 
oughly understood. 

Q—Whiat?.  A——_Thatéthe investi- 
gation of all life insurance companies 
was coming up. 

Q.—You say then that you thought 
this $10,000 had better be held be- 
cause you knew an investigation of 
-life insurance companies was coming 
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up? <A.—Well, I will not absolutely 
put it that way. 

Q.—What way will you put it? A. 
—My opinion was it was coming "p. 

Q.—Was it because of your individ- 
ual opinion that you thought the in- 
surance companies were going to be 
investigated? A.—I told you honest- 
ly and sincerely about that cheque 
exactly what I have stated. If you 
keep me five hours it resolves into 
the one thing; the truth of that che- 
que is just as I have stated. 

Q.—If you do not answer my ques- 
tion you will have to stay here five 
hours more? A.—I will give you 
all the knowledge I can. 

Q.—You say that that was your 
private opinion that there would be 
an investigation of insurance com- 
panies? A.—The air was full of it 
you know. 

Q.—The air was full of insurance 
investigations? A.—Yes. 

Q.—Did you discuss with Mr. Strat- 
ton that on account of the air being 
full of investigation you had better 
hold the cheque? A.—No. 

Q.—Mr, Stratton expected you to 
cash the cheque? A.—No reference 
made to that. 

Q.—Did Mr. Stratton expect you 
to cash the cheque so far as you 
knew? <A.—It was not referred to 
at all. He undoubtedly expected I 
would cash it and retire that note 
under the new agreement. 


Q.—It was undpubtedly intended 
vou should cash that cheque? A.— 
Yes, it would be no use giving it if 
it had not been. 

Q.—Did Mr. Stratton hand it to 
you personally? A.—He did. 

Q.—He had not then gone to Peter- 
borough? A.—He had not gone to 
Peterborough. 

Q.—And he had the $10,000 accord- 
ing to his own statement, in his own 
pocket at the time. Will vouertell me 
why he would carry $10,000 down to 
Peterborough, put it in the bank 
there, and pay exchange on getting 
it back here for when he had it here? 
A.—I cannot explain that. 

Q.—Is it not obvious— A.—What 
bank is that drawn on?P 

Q.—On the Bank of Montreal in 
Peterborourh. So Mr. Stratton has 
the money in his pocket, and he takes 
it down to Peterborough and gives 
you a cheque to bring it from Peter- 
borough to Toronto? A.—I can say 
to you sincerely that that did not 
concern me because I looked upon 
that cheque as perfectly good under 
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any circumstances—no question as to 
that. 

Q.—You a the cheque in an en- 
velopeP A.—TI did. 

Q.—And marked it your personal 
property? A.—Personal J. K. Me. 

Q.—When was the cheque next 
mentioned between you and Mr. 
Stratton? A.—I thiak Mr. Stratton 
asked me if I had that cheque yester- 
day morning. 


Q.—Was that the first time since 
you sealed it up and pinned it on to 
the envelope? A.—As far as my 
memory serves me it is. 

Q.—The first time? A.—Yes. 
_Q.—It has never been mentioned 
sinceP A.—Nect to my recollection. 

Q.—it was not mentioned before 
the company’s affairs commenced to 
be investigated? A.—No, I have no 
recollection of referring to it since 
that date until yesterday morning he 
asked me if I had it, and I went to 
the vault and got it at once. 


Q.—Do vou say as between you and 
Mr. Stratton that there was no dis- 
cussion as to this $80,000 or $90,000 
prior to the sitting of the Commis- 
sionP A.—Only what I have told you 
the contract was. Mr. Pattison 
eventually accepted $80,000 for $90,- 
000. Mr. Stratton said, ‘“Here is 
the difference in this cheque which 
you can apply to retire your tempor- 
ary note which is in the bank, and 
there may be a new agreement en- 
tered into which may extend the 
time, say 15 or 20 years.’’ 

Q.—And therefore what? Any- 
thing else? And therefore hold the 
cheque? A.—Well I had the cheque. 


Q.—Is it not the fact that that 
cheque was given to you for your 
protection in case the Home Life 
did not pay the whole $80,000? A.— 
No, I did not look at it that way. 

Q.—Is that not the fact? A.—No, 
I never accepted it, and never  be- 
heved that to be the fact. 


Q.—And you kept it in the vault 
from that time until this? A.—I 
did until yesterday morning. 


Q.—Then who spoke to you about 
it? A.—Mr. Stratton asked me if I 
had the cheque and I said y®. I 
went to the vault and brought it and 
gave it to him. I think he made the 
remark that the commission had as- 
ked for it, or that Mr. Warren had 
informed him that the Commission 
had asked for it. I think those are 
the exact words. 


Q.—Then you handed the cheque_ 


to Mr. Stratton? A.—I did. 
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Q.—And you have given us every 
reason that appears to your mind as 
to why you did not cash the cheque 
earlier? A.—I have. I have been 
very frank and very honest with you. 
There is nothing to conceal as far as 
I am concerned in any way, shape 
or manner. 

Q.—You knew of that cheque at 
the time you were examined a day or 
two agoP A.—I did. I had it then. 


Q.—And said nothing about it? 
A.—I was not asked. 


Q.—Mr. McCutcheon, I under- 
stand you to say that you had noth- 
ing to do with the fixing of the $80,- 
000? A.—No sir, I was not present. 


Q.—Had yeu anything to do with 
the fixing of the 10 payments of $11,- 
100 each? A.—Had I anything to 
do with the fixing of it, no, not in 
the drawing of the contract. It was 
talked over. 

Q.—Had you anything to do with 
the deciding of the amount? A.— 
Of the salary, I agreed to accept a 


- salary, and the commission named as 


set forth in the contract. 

Q.—$11,100 a yearP A.—A _ sum 
not to exceed that. 

MR. McLAUGHLIN: $11,100 a 
year has been repeated over and over 
again, but that is not in tha contract. 
Tt is a sum not to exceed that, all the 
way through. 


MR. TILLEY: It will amount to 
$11,100 a year? A.—No, I. don’t 
expect it will. As the business of the 
company increases and matters go 
on I think it will be different and I 
think, as suggested here, that the 
terms of that contract may be 
changed. 


Q.—What I am asking you now is 
who fixed $11.100 as the amount, the 
maximum? <A.—I eannot say de- 
finitely who fixed that. 

Q.—Don’t you know? Was it you, 
Mr. Warren, Mr. Stratton, or you 
all combined? A.—We_ talked it 
over together. 

Q.—Now, on what basis were you 
figuring? A.—On the basis of ‘the 
contract, and when we first figured, 
we fioured it on a basis of $90,000. 
| Q.—So that that commission under 
the contract was expected to repav 
$90,000? A.—I would not put it that 
wav. 

Q.—What way will you put its 

‘se? A.—It was expected to wipe 
out—well, yes, you can put it that 
way. 
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Q.—Do not let me put it any way. 
Tell me what it was expected to do? 
A.—It was for that purpose. 

Q.—You anticipated when the con- 
tract with the Home Life was set- 
tled that the provision as to percent- 
age, in addition to your salary, would 
wipe out a present payment of $90,- 
000? A.—As set forth. 

Q.—Am I right in saying that? 
A.—The very same conditions existed 
in the prior contract. 

Q.—Do not run away from the 
point. J am asking you whether that 
provision was to repay the present 
payment of $90,000 or $80,000, 
which? A.—The object was, to put 
the provision there with the object 
of continuing carrying out the get- 
ting rid of the contract on the basis 
of the former contract of Mr. Pat- 
tison’s. : 

Q.—That provision was put there 
to re-imburse the money that was 
paid to Pattison, was it not? A.—It 
was to carry out the conditions set 
forth in his contract that I took 
‘over. 

Q.—It was put there to wipe out 
the lability that you incurred to get 
the money to pay Pattison? A.—Un- 
doubtedly 1 expected the commissions 
to retire my liability. The recom- 
pense from that was to be applied 
to wipe out my liability under the 
note to the Bank, or whoever else 
might take up the liability. 

Q.—Please pay attention to my 
question? A.—But I want to be 
fair, you may ask me for an answer 
that may create a wrong impression. 
I have no impression but what is 
honest and sincere in the transac- 
tion from first to last and there was 
not any other intention. 

Q.—Now I wish you to answer my 
question because we will never get on 
if you give such long answers to ques- 
tions that can be answered shortly. 
It was the intention that the provi- 
sion in the contract should wipe out 
your wiability.,to the Bank? A 
Eventually. 

Q.—Was it intended to wipe out a 
liability of $90,000 or $80,000? A.— 
On the first talking over with me 
Re to wipe out a liability of $90.,- 

Q.—On the second talking over it 
was to wipe out a liability of— A. 
—$80,000. 

Q.—Was the clause in the contract 
changed when it was changed from 
$90,000 to $80,000? A.—I think it 
was, if I remember rightly it was put 
in the contract at $80,000. 
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Q.—It was put in the contract as 
you computed it, to pay off $80,900? 
A.—Yes. 

Q.—On what basis of interest did 
you compute it? A.—Well, that was 
the work of the actuary. 

Q.—Didn’t you discuss that, you 
the Manager of the company? A.— 
Those figures were prepared by the 
actuary. I am not an actuary. 

Q.—What actuary? A.—Well, I 
think there was Mr. Hughes spoke 
of it at one time. I think the figures 
were prepared by Mr. Fitzgerald, if 


IT remember rightly, also. I am not 


clear on that. TI mean the actuary 
with the Home Life at that time. 


Q.—Did you discuss the rate of 
interest at which it was computed? 
Aj did: not 


Q.—So that you have nothing to 
do with the computation? A.—No, 
virtually speaking. 

Q.—And you don’t know what rate 
it was computed? A.—I do not. 

Q.—But you know that at one 
time it was computed to pay off 
$90,000? A.—Yes, I was told so. 

Q.—By whom? A.—By those who 
were interested, that it was figured 
on at $90,000. 


Q.—Be more specific. By whom were 
you told that? A.—Well, by Mr. 
Warren, the Vice-President and Mr. 
Stratton. 

Q.—That it would pay off $90,- 
000, is that right? A.—Yes. 

Q.—And it was changed _ suhse- 
quently, was itP A.—Or, in other 
words 
| Q.—Answer my question; was it 
changed? A.—Allow me to put it 
this way; in other words it was a 
sufficient amount to retire that in 10 
years. 

Q.—And it was originally based on 


‘ retiring $90,000 in 10 years? A.— 


Yes. 

Q.—Was it changed when you 
changed from 90 to 80? A.—Was 
the contract changed, do you meanP 


Q.—Was the amount to be paid in 
order to retire your liability altered? 
Was the percentage altered? A.—TI 
don’t know whether it was or not; I 
am not clear on that. 

Q.—You cannot say? 
not say at this moment. 

Q.—But you know it was computed 
first on a basis of $90,000? A.—Yes. 

Q.—Now your contract (Exhibit 
429) was dated the 138th October, 
1905; that would be the same day 
that you made the transfer to the 
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Bank? A.—If the dates show that 
undoubtedly it is correct. 

‘Q.—Then when you signed your 
contract with the Home Life you 
knew it was $80,000? A.—Is_ that 
contract dated the 12th or the 13th? 

Q.—This contract (Exhibit 429) is 
dated the 13th. A—wWell, that may 
be marked the 13th—it is dated the 
13th correctly. 

Q.—It was passed at the Board 
meeting of the 13th so that it must 
have been executed on the 13th? A. 
—I would say so. 

Q.—So that at the time this con- 
tract was drawn you knew it was to 
be $80,000? A.—i am not clear on 
that; I cannot say that definitely 
that I knew that when that contract 
was executed, 

Q.—Can you say what your know- 
ledge was at any time? A.—Yes the 
contract 

Q.—This was just October, 1905, 
not so long ago, and you don’t know 
when this contract was signed, wheth- 
er you knew it was to be $80,000 or 
$90,000? A.—I believed when that 
contract was signed it was to be $90,- 
000. 

Q.—And the amount that was in- 
serted here to be paid to you over 
your salary was to meet the $90,000? 
A.—So I understood and believed. 

Q.—And that was as late as the 
138th October? A-—No, it would be 
the evening of the 12th. 

Q.—No, the 18th of October? A.— 
Well, but you see that was tallked— 
that may have been dated the 13th. 
but it was talked of on the 12th. That 
was the day we took possession. This 
agreement may not have been exe- 
cuted that night but it was on the 
day of the 12th that it was all talked 
over. 

Q.—Have you the original of that 
contract? A.—Not with me, no. 

Q.—I would like to see the original 
to see how the date was put in it. 
Have you it, Mr. McLaughlinP = ~ 

MR. McLAUGHLIN: WT will get 
it. It is written into the minutes 
cof the 12th October. A.—It was the 
evening of the 12th those matters 
were all talked of. The contract 
may be dated the 13th. 

MR. McLAUGHLIN: Mr. Warren 
can explain all these things when he 
comes up; the dates and everything 
about these papers. (Produces a do- 
cument.) 

MR. TILLEY: Now, we have the 
criginal contract; it is dated the 13th 
of October and the figures ‘13’ are 
written in. It provides for a salary 
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of $5,000 a year and that is in type- 
writing. Then it goes on to. say 
‘“‘and a percentage of 5 per cent.’ 
the “85”? is in handwriting, put in in 
ink, ‘“‘of the gross actual premiums 
collected by the company in each 
year, such percentage, however, not 
to exceed the sum} of $11,100”—put 
in In ink—‘‘in any one year,”’ and it 
is signed by all parties in the pre- 
sence of Mr. Warren. Now that 
shows that the percentage of the 
premiums and the maximum amount 
payable were not settled until the 
contract was ready to be signed, 
does it not? A.—Well, those matters 
were talked over, you see, at the meet- 
ing of the 12th and discussed ‘there 
and agreed. That contract is dated the 
13th but virtually agreed upon as 
‘re 12th. The meeting was held very 
late in the evening or in the after- 
aya running on until it was getting 
ate. 

Q.—I don’t know why you cannot 
give me an answer to a question and 
then stop talking for a moment. A. 
—That is an explanation. 

Q.—Was the percentage and the 
amount agreed to after the contract 
was prepared and just before it was 
signed, can you tell me that? A.— 
I think the percentage and the 
amount was agreed to at that meet- 
ing of the 12th. 

Q.—When all parties were present? 
Do you mean a Board meeting? A. 
—Well, yes, it was a Board, or an 
Executive. Either an Executive or a 
Board, one or the other. 


Q.—Do you mean the meeting the 
minutes of which are recorded here. 
A.—No doubt there will be minutes 
recorded. We were very particular 
about that. 

Q.—There is a meeting at which it 
was said Mr. Stratton, Mr. King, 
Dr. Briggs, Mr. Kloepfer and so on 
were present. Do you mean _ that 
at that meeting it was discussed? A. 
—Yes, undouktedly it was discussed 
many times. 

Q.—Other persons present at that 
meeting say they never heard of that 
clause in your contract. A.—I can- 
not help what they say. 

Q.—You declare that the percent- 
age to be paid to you and the maxi- 
mum amount were discussed at the 
meeting of the 12th? A.—I believe 
it was. 

Q.—Now, that was after the pay- 
ment had been made to Mr. Pattison ? 
A.—I think so. I am not clear. on 
that but I think so. 
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Q.—And it was still being computed 
basis of $90,000, is that right or not. 
will say computed on a basis of Mr. 
Pattison’s form of contract, to ex- 
tend over a period of 10 years, as 
provided in that contract. 

Q.—It was being computed on a 
basis of $90,000, is that right or not 
A.—yYes, I believe that to be correct. 

Q.—So that after the $80,000 had 
been paid you were still fixing the 
commission to be paid to you to wipe 
out the debt on a basis of $90,000? 
A.—No, I don’t put it that way. 
I say when it was first discussed and 
the commission settled. 

Q.—I say when it was last discus- 
sed and this was signed? A.—It was 
signed on a basis of $90,000. 

Q.—And it was signed after the 
money was paid? A.—I believe so. 
I am not clear on that. 

Q.—So after the money was paid 
it was being figured on a basis of $90,- 
000; do you want to change that? A. 
—I believe that is right. 


Q.—Ii would seem to be right be- 
cause on a basis of 4 per cent. $11,- 
100 a year for 10 years produces just 
$90,031. A.—That is just what I 
told you the other day in my evi- 
dence was the first figures figured on. 
There was even more than that in 
the first instance. 


Q.—Then you did understand that 
the present value of the payments 
would be $90,031, as near $90,000 
as you could get? A.—Yes. 


MR. McLAUGHLIN: At 5 per 
cent. it would be a good deal less. 
Would you ask what the figures would 
be at that rate. 


MR. TILLEY: That is all for the 
present Mr. McCutcheon. I will re- 
call Mr. Warren. 


MR. McLAUGHLIN: Mr.  Strat- 
ton wishes to make a statement. 


MR. KENT: Mr. McCutcheon, we 
have had evidence that the cheque 
was put in an envelope and _ then 
pinned. I cannot understand why it 
was necessary to put a pin through 
the cheque when the cheque was al- 
ready in an envelope? A.—I will ex- 
plain that. It may appear to you 
strange. In opening my letters every 
morning I take out cheques by the 
dozen. The first thing the amount 
is settled, I note that with a blue 
pencil and then I pin the cheque, 
the letter if any and the envelope to- 
gether. I do that like clockwork, as 
a matter of form: all papers con- 
tained in the envelope. Often a man 
sends in a cheque and writes nothing 
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and I pin the envelope and cheque 
together. Simply a matter of form. 

Q.—What kind of envelope was 
that cheque put inP A.—It would 
be a Home Life Envelope. 

Q.—The size of that? A.—No, a 
different shaped envelope. About 
that size. I don’t know whether I 
have one in my pocket or not. No, 
I have not. 

Q.—Would you be good enough to 
fold it up and put it in an envelope, 
just as you did that cheque. A.—It 
would be difficult to say just how I 
folded it, but I would naturally do 
about this and put it in in this way. 

Q.—This cheque has been folded 
that way; if it is done that way it is 
not possible to put a pin through it? 
A.—Folding it this way I may put 
that cheque in that way, but I am 
sure that I pinned it. I am sincere 
in that, it may appear to you dif- 
ferent, but I pin every cheque I open 
or handle, I pin to the envelope. 

Q.—If you carried the cheque in 
your vest pocket it would be folded 
like this and if it wags put in an en- 
velop I cannot conceive why it should 
have been folded in that way? A.— 
It may be a hard matter to explain, 
but I am honest and sincere in my 
statement. If it does not seem so 
to you I cannot help it. 

MR. STRATTON: (Returns to the 
witness box and states). There seems 
to be a desire to create an impression 
as if some $10,000 were to be diverted 
to some other purpose. I want it 
distinctly understood that there was 
no arrangement directly or indirect- 
tly, ever dreamed of or ever suggested 
by which any commission whatever 
or any sum was to be paid to anyone 
other than the amount to Mr. Patti- 
son. I want to say further that the 
reason, which perhaps has escaped 
Mr. McCutcheon’s mind, that the 
$10,000 has not been applied to the 
“$80,000 note, has been—the $90,- 
000 note—that instructions had al- 
ready been given last March or last 
February to Mr. Warren to have the 
papers prepared to have the agree- 
ment extended for a period of fifteen 
or 20 years as we arranged the finan- 
cial part. . 

JUDGE MacTAVISH: The agree- 
ment with Mr. McCutcheon’? <A.— 
The agreement with Mr. McCut- 
cheon. And that the $10,000 would 
have been applied to that if the ar- 
rangement had been completed. Now, 
when the Commission met—-early in 
March if I remember correctly speak- 
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ing from memory—lI said to Mr. Mc- 
Cutcheon that matters were to stand, 
that there would be no change, un- 
less the Bank insisted, until such 
time as the Commission had exam- 
ined into the operations of the Com- 
pany, because we would be liable to 
a misconstruction as to our acts. 
But that I, or any director or any 
connection with this matter, is en- 
person twas to receive anything in 
tirely erroneous, if it is created, and 
that $80,000 is the sum ated the 
solicitor was instructed last winter 
to prepare new agreements for as 
the amount which the Home Life was 
liable for. 

J. J. WARREN recalled. 
ined by Mr. Tilley. 

Q.—Did you settle the amount of 
$80,000 or $90,000 with Mr. Patti- 
sonP A.—No, I did not, it was Mr. 
Stratton. 

Q.—Mr. Stratton settled it. Did 
you ever settle with him on _ any 
amount? A.—TI did not. 


Q.—When did you first know that 
an oamount had been agreed on? A. 
—Well, I understood all along, until 
the last day that he was getting $90,- 
000, because I prepared the agree- 
ments in advance of the meeting 
of directors, prepared the resolutions 
and all that sort of thing; then at the 
last moment Mr. Stratton succeeded 
in getting him to take $80,000. 

Q.—That is within an hour or two 
of the meeting? A.—Yes, I should 
say it would be. I didn’t get any 
lunch that day—I don’t know wheth- 
er it is a striking fact’ or not—but 
I remember distinctly I did not get 
any lunch that day, and that Mr. 
Stratton came up from the Bank 
with the $90,000. I did not count 
it, but he had it in his inside pocket 
and he said, ‘‘I have got the money 
now,’’ and it was then, I should say, 
about 2 or half past two. The pa- 
pers had all been prepared and we 
went up and the matter was closed, 
and, if I recollect rightly, Mr. Str>+ 
ton and Mr. Pattison went down to 
the Bank together. Now that is all 
I can say. 

JUDGE MacTAVISH: That was 
on the 12th October? A.—That I 
should say, was the 12th. 

MR. TILLEY: You say Mr. Stret- 
ton and Mr. Pattison went to the 
Bank together? A.—They went out 
of the office tovether. 

Q.—Was that before he came back 
with the money or after? A.—That 
was after. There is no doubt in my 
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mind that he had $90,000 with which 
to pay Mr. Pattison. 

Q.—You first saw Mr. Stratton and 
he had $90,000 in his pocket? A.— 
He did. 

Q.—Where was that? A.—That 
was in I should think the Dominion 
Permanent office. 

Q.—At what hour of the day? A. 
—Well, now I should say it was about 
lunch time. 


Q.—Between one and twoP A.— 
Somewhere after noon, it was after 
12 o’clock. 


Q.—Would it be or could it pos- 
sibly be after 2 o’clock? A.—Yes, it 
could have been. 

Q.—It might have been between 2 
and 3? A.—It might have been. 
I know we did not get through with 
the Home Life that night until quite 
late—7 o’clock. I know it was too 
late to go home to dinner and I had 
dinner at the King Edward. I re- 
member that quite well. 

Q.—Let us see what that leads to. 
Is it right that the closing of the 
transaction between the Home and 
the People’s occupied all your time 
and all Mr. Stratton’s time that af- 
ternonP A.—I should say so. 

Q.—So that you were devoting 
your whole time to it? A.—Yes. 

Q.—There was no interruption of 
half an hour or an hour for other 
business? A.—I don’t think I did 
anything but look after that matter 
that day. 

Q.—And Mr. Stratton would be 
doing the same? iy O80 YOu 
know there were meetings of the 
Home Life Board and of the People’s 
Life Board going on, practically con- 
currently. | 

MR. STRATTON: We went from 
one office to the other. A.—Yes, 
sometimes we met in the People’s 
Life office and then went on to the 
Home Life. 

MR. TILLEY: These meetings you 
refer to I suppose did not take place 
until after the money was drawn? A 
—No, well, I don’t know that. I 
think if I remember rightly, we had 
a meeting of the People’s Life first. 
T am not clear. 

Q.—In the afternoon or morning? 
A.—No, I am not clear’about that, 
but the People’s Life minutes, if I 
could see them. It looks as if there 
was a meeting on the 11th of Octo- 
her of tho People’s Life and then 
again on the 12th October. 
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Q.—Was there only one meeting at 
the People’s on the 12th? A.—Well, 
now I don’t know. I should-say so. 

Q.—At what hour was that, does 
it give the hour? A.—It says ,‘‘the 
meeting then adjourned to meet at 
3:00) pime The meeting was held 
at 1.30 at the People’s and that was 
an adjourned meeting. There had 
been a meeting held on Thursday Oc- 
tober 12th, no, Wednesday October 
llth, when considerable business ap- 
pears to have been done. It was 
held inthe afternoon at 5 o’clock. I 
don’t know whether I was present at 
that meeting or not. Probably I was. 

@.—Then it adjourned to the next 
day. A—Then it adjourned until 
October 12th. 

Q.—What day of the week? A. 
-—Thursday. Until 3 o’clock, Thurs- 
day October 12th. Then that meet- 
ing, instead of being held at 3 o’clock, 
according to the minutes was held 
at 1.30 and adjourned to meet at 
3.30. Now there do not appear to 
be any minutes. of that adjournment. 
What I mean to say is, there was an 
adjournment until 3.80 in the after- 
noon and apparently no minutes and 
possibly no meeting, at 3.30. If there 
was one it may be that what happen- 
ed was this, that I said, Now, we will 
adjourn this meeting so as to keep 
it alive until 3.30 and if no business 
develops. 

Q.—You have given us all the meet- 
ings of the People’s? A.—So far 
as the minutes show. 
director of the People’s. 
ing you my recollection. 


Q.—From what the records show. 
Then just to give the Home Life 
Meetings at the same time, appar- 
ently there was a quarterly meeting 
of the directors on October 11th at 
Tlie. That meeting adjourned? 
A.—Yes, we thought we were going 
to close the matter on the 12th. 


Q.—It adjourned until 4 p.m. on 
the same day and then it adjourned 
until 2 p.m. on Thursday the 12th, 
and then there was a meeting at 2 
and it adjourned until 4? A.—Yes. 

Q.—And then at 4 o’clock? <A.— 
The business was done. 

Q.—The meeting was held then? 
That would be after 3 o’clock. 

Q.—Now, Mr. Warren, why was 
there the delay from the 11th until 
the 12th? A:—-I (den’t,know.:) The 
llth was not the.regular Board Meet- 
ing was it? 

Q.—The 11th was the regular Board 
Meeting of the Home? A.—Well, 
¥ can only give you this as the rea- 
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son, that the contract between the 
Home and the People’s had not been 
settled up to that time. I had draft- 
ed it. I am sure that I got that con- 
tract about noon on Thursday, on 
the day that the matter was closed. 

Q.—Did you draw it? A.—I drew 
it and submitted it to counsel and 
counsel revised it. The other docu- 
ments had been drawn before that. 

Q.—You got it back from counsel 
when? A.—It is my _ recollection 
now that it was not ready on the 11th. 
It is some time ago and I don’t want 
to be too positive about it. If you 
had told me you wanted to ask me 
these questions, I might perhaps have 
looked at my docket and refreshed 
my memory. 

Q.—If refreshing your memory from 
your docket will assist I will be very 
glad to have the docket sent for. It 
is only fair to you to give you that 
opportunity if the entries will help 
you? A.—Well, if you think my evi- 
dence is not quite definite enough for 
your purpose I would be very glad to. 

Q.—Probably you could telephone 
for) itP 4 ‘A.—Well you" know 1s am 
not practising now. If you require 
it it is at your service. 

Q.—Then on the 12th you had a 
meeting at half past one? A.— Ap- 
parently there was a meeting of the 
People’s Life dirctors. 

Q.—Now do you think, Mr. Strat- 
ton had the money at that time? 
A.—I don’t think he had it at that 
time. : 

Q.—So that it would be after half 
past one? A.—It would be after 
this meeting. I think so. 

Q.—Between that meeting and the 
4 o’clock meeting? A. —Yes. 


Q.—Well then he got the money 
and he came up to the Dominion 
Permanent? A.—Yes. 

Q.—And he _ saids he had the 
money. he told you that? A.—Yes. 


Q.—And he had $90,000? Al 
Yes. 

Q.—Up to that time had you agreed 
with Mr. Pattison that it should be 
$90,000P A.—I had not agreed up- 
on it. As I have told you before 
my understanding was and my in- 
structions were that he was getting 
$90,000. Which is borne out. 

Q.—Borne out by what? ‘Al By 
the document that I drew there. I 
drew the assignment, I drew Mc- 
Cutcheon’s assignment in advance. 
You will probably see those minutes 
are typewritten, some of them. The 
minutes of the Home Life meeting, 
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the resolutions were all drafted two 
or three days before and had been 
typewritten. 

Q.—Have you the eta agree- 
ment between the Home Life and 
the People’s, Mr. Kirby? (Mr. Kirby 
produces a document.) A.—That is 
it. It is dated the 12th, is it not? 

Q.—It is dated the 12th October, 
the date being filled in? A.—That 
is in my writing. 

Q.—Filled in in your writing? A. 
—Yes. 

Q.—What next happened after 
Mr. Stratton met you and said he 
had the money? A.—Why then, 
that document that you have in your 
hand, I doubt if it was completed 
even then. A draft of it had been 
submitted to Mr. Pattison, you un- 
derstand, and the principle of the 
thing had been agreed upon. 

Q.—That is the re-insuring agree- 
ment? AY 6s, 

Q.—Mr. Pattison says he did not 
know the terms of the re-insuring 
agreement. That the amount of in- 
surance was fixed and so on. Does 
nee change your statement? A:— 

O. 

Q.—You gay that he knew the terms 
of this just as they are set out here? 
A.—I should say so, yes. 

Q.—Then what happened? <A.— 
Why then we went up to the meet- 
ing. 

Q.—Mr. Stratton and you? A. 
== YO8. 

Q.—That is the 4 o’clock meeting? 
A.—We went up to the Home Life 
and there must have been 20 or 30 
people there. Everything was in 
confusion—that is not in confusion 
in that sense, but this was a matter 
that was going through and you know 
at the last moment— 

Q.—People were taking away their 
things, some of the people that were 
there?  A.—No, I did not see any- 
body taking away anything. 

Q.—I mean to say there were some 
that were taking out their personal 
papers? A.—No, I didn’t see any- 
body doing that, but I mean to say 
in a transaction of this kind, when 
you come down to a definite point 
there is always a certain amount of 
perhaps unconscious excitement and— 

Q.— Murry?) A. — Ax. little flurry 
and worry about it, and the Home 
Life Board were meeting. Have you 
got the Home Life minutes there? 

Q.—Yes? A.—My recollection is 
that the Home Life Board were in 
session when we went up there. What 
T want to say is that I think we had 
this meeting at the People’s Life at 
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one thirty and the Home Life ap- 
parently met, ‘‘the meeting was call- 
ed to order at 2 p.m. with Mr. John 
irstbrook in the Chair.’’ I don’t 
know this; thig is what is here, ‘‘the 
minutes of October llth were read 
and confirmed.’’ ‘‘Moved by Dr. 
Briggs that the meeting of the direc- 
tors adjourn till 4 o’clock.’’ 

Q.—You are reading from the Home 
Life? A.—Yes. What you want to 
know is if Y know the reason why 
that meeting adjourned till 4 o’clock? 

Q.—YesP <A.—Well, I don’t know, 
except that matters were not suffi- 
ciently far advanced. 

@.—The money had not then been 
paid? A.—Oh no. 

Q.—And Mr. Stratton had not the 
money then, so far as you know? A. 
—Well, he had the money some time 
between 2 and 3 o’clock, 

Q.—Then when Mr. Stratton had 
the money and you were there with 
him, what happened next? <A.— 
Well, we were together there. 

Q.—This was down at the Domin- 
ion Permanent? A.—He went on 
up and left me there and I was com- 
pleting the papers. 

Q.—He went up where? A.—To 
the Home Life. 

Q.—Then what happened? Al 
Well, then when I got the papers 
completed and the minutes finally 
settled, some of them as you see in 
typewriting and some drafted at the 
time, I went up. 

Q.—When you got there what con- 
dition were matters in then, did you 
hold the meeting right then? <A.— 
No, I don’t think so. I think that 
what happened was that Mr. Strat- 
ton and Mr. Pattison went out. I 
subsequently went out. I subsequent- 
ly learnt that they had gone down to 
the Bank. 

Q.—Why would they go to _ the 
Bank? A.—Well now, I don’t know. 

Q.—They did not go down, to get 
the money? A.—No. 

Q.—They had the money? A.—The 
money was there, yes. 

Q.—And you cannot say why they 
went out?  A.—I cannot say why 
they went out. Mr. Stratton could 
probably tell you that. 

Q.—You remember that they went 
out, Mr. Stratton taking the $90,- 
000? A.—Yes. 

Q.—And up to that time you did 
not know what the amount was to 
be? A.—I thought it was $90,000 
from the papers I had drawn. 

Se what ee next? 
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Q.—Both of them? A.—Both of 
them, and this 4 o’clock meeting, it 
seems to me, went into session and 
numerous resignations and _ elections 


took place. The minutes speak for 
themselves. 

Q.—The resolutions were put 
through? A.—Yes, they were all 


read in the usual way. 

Q.—Now, the re-insuring agree- 
ment was not presented to that meet- 
ing? A.—Well, now I am not sure 
about that. 

Q.—There is nothing mentioned 
there of it, I think. It is on the 
13th that the re-insuring agreement 
is mentioned? A.—Is it? The ad- 
journed meeting. Well, apparently 
it got dark. I mean to say that I 
had not had any lunch and it got on 
about 6 or 7 o’clock and I said I 
thought it was time for a halt. 


MR. KENT: I suppose the clouds 
had begun to roll by as goon as they 
came back from the Bank? Jeet 
didn’t see any clouds at all, the clouds 
did not come up until later. 


Q.—I thought there were a few 
clouds hanging over until about 3 
o’clock? A.—No, no, I think you 
are wrong, sir, I didn’t see the slight- 
est sign of a cloud in the sky. Some- 
body referred to a blue sky here; I 
think it was that. 

MR. TILLEY: Let us keep to this 
for a minute longer. Here is the 
re-insuring agreement in the minutes 
of the 13th? A.—yYes, but hold on 
now, I didn’t put this through, but 
it seems to me there is a resolution 
here which shows the position of this. 
Isn’t that right? 

Q.—That is to say you refer to a 
minute that we had already read 
showing the position of the arrange- 
ment? A.—Precisely. 

Q.—In the Home Life books at page 
299? <A.—Yes. 

Q.—That was on what day? A.— 
The llth of October, and that was 
confirmed by the Home Life Board. 

Q.—The minutes were confirmed? 
A.—The charter members you may say, 
of the Home Life Board, on the 12th 
confirmed those minutes. 

Q.—That is quite as I understand 
it, but the formal document itself was 
not presented until the 13th? A.— 
Well, apparently that is right. 

Q.—Now then did you know before 
the meeting of the 12th when Mr. 
Stratton came back that $80,000 only 
had been paid to Mr. Pattison? A. 
—I did not know it at that time. 
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Q.—When did you first know it? 
A.—I learnt it about that time. 
There was no secret about it. 

Q.—Was it after the meeting? A. 
—Yes, it was after the meeting. 

Q.—It was between yourself, Mr. 
Stratton and Mr. Pattison? A.—No, 
Mr. Pattison and Mr. Stratton fixed 
the amount between them, and so far 
as | was concerned the only reason I 
gos any knowledge of it was that I 
understood only the $80,000 was to be 
repaid out of the commissions under 
the McCutcheon contract. That has 
been perfectly understood all along. 

Q.—Tell me when you first knew | 
it was $80,000; was it after that meet- 
ING) Ola DsMar se ey Cal 

Q.—Was it onthe 12th or 13th? 
A.—I wouldn’t say as to that; I don’t 
know how that is. 

Q.—Had you then decided on the 
maximum amount to be paid out of 
the premiums each year? A.—Yes, 
the maximum amount to be paid— 
where is that assignment? 

Q.—Had you agreed on that? A. 
—Well, McCutcheon’s contract had 
been agreed on at that time. 


Q.—But had you agreed on that 
part of McCutcheon’s contract? A. 
—Yes, McCutcheon’s contract as I re- 
collect it says $5,000 a year and 5 
per cent. of the annual premiums, not 
to exceed $11,100, which would ap- 
proximate somewhere around $90,000, 
but which would not exceed—this is 
the main point—it would not exceed 
the amount of money that the Home 
Life would be paying Pattison and 
Firstbrook in this ordinary course if 
the amalgamation had gone off and 
they had retained their positions. 


Q.—What was the object of that 
clause, was that clause to repay Mr. 
McCutcheon or was it to pay out of 
the company the amount that you sti- 
pulated that they ought to pay out 
under the Pattison and VFirstbrook 
contracts? A.—I said here yester- 
day, Mr. Tilley, what the thing was. 
The arrangement was this—this was 
our point of view—as I said, apvar- 
ently open to criticism. Pattison and 
Firstbrook had certain contracts with 
the Home Life, which had a certain 
value. The arrangement was that 
McCutcheon was to get such a con- 
tract with the Home Life that he 
would not be receiving any more than 
they would haye been getting if they 
had continued and the amalgamation 
had not proceeded. There is ng 
doubt at. all but that the real. ar- 
rangement was that he was to get 
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$5,000 a year net and the rest of his 
salary contract was to be applied un- 
til the $80,000 had been repaid. 
But that was only a temporary ar- 
rangement. 

Q.—Now, do not go to that for the 
present. 

MR. McLAUGHLIN: Let Mr. War- 
ren make his full explanation? A.— 
What I was going to say, if you will 
permit me, is this. 

MR. TILLEY: We will come to it, 
of course? A.—I don’t know whe- 
ther you would or not. The arrange- 
ment with the Bank was a temporary 
arrangement. I looked upon Mr. 
Stratton as being the only man who 
could get the money to put this ar- 
rangement through. There is no 
doubt if it had not been for him it 
could not have been raised, but we 
all along left and knew that this ar- 
rangement under which we got this 
money was only temporary and some 
other arrangement would have to be 
made, but when we got into the com- 
pany and got into its affairs, I may 
say that I had not been asked to ex- 
amine its assets, we found that we 
had to a certain extent discovered a 
hot potato. 

Q.—In what way, what do you mean 
by that? A.—Well, I mean to say 
there were a great many things in 
connection with the Home Life com- 
pany that required very close examin- 
ation. 

Q.—Of what nature? A.—Oh well, 
the cost of getting business. 

@.—Was excessively high? Apes 
Well, I don’t say that. It had to 
be considered. The minutes all had 
to be gone through. There were 
questions that have been referred to 
here in connection with Schloss and 
Grand Valley and all that, and as 
a matter of fact we really had not 
taken stock of the Home Life much 
before it was time for our Annual 
Report. Then you gentlemen ap- 
peared on the scene and matters have 
just stood as they were since. 


Q.—Now let us get off the narra- 
tive style and back to question and 
answer for a minute? A.—Well, I 
beg your pardon, but I had that in 
my mind and I wanted to tell it. 

Q.—You say that when $11,100 was 
fixed it was based on $90,000. Is 
that right? A.—Originally, yes. 
Of course, you understand it was an 
approximation. It is not an exact 
figure. ; 

Q.—Computed at 4 per cent. it pro- 
duces $90,000 and some $30 odd dol- 
lars over? A.—I don’t know how 
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that is. If you say you have done 
that yourself—I couldn’t do it. 

Q.—I won’t say I have done it my- 
self? A.—If you have done it, then 
I am satisfied. 

Q:—-Here ‘1t! is at: 4per) ‘cent;,) S115 
100, computed by Mr. Cross at $90,- 
031. 

MR. McLAUGHLIN: At 5 pez 
cent. what would it be? 

MR. TILLEY: Is there any ques- 
tion about that, that the $11,100 was 
based on a present payment of $90.- 
000°? A.—Not originally. . 

Q.—That was the fact? A.—Of 
course there is this about it, that we 
made the computation as I recollect 
it now under which it was apparent. 
or at least under which it appeared 
that Mr. Firstbrook and Mr. Patti- 
son would be in receipt of somewhere 
between $16,200 and $16,300 as sal- 
aries if they continued on under their 
agreements. 

Q.—I do not want to prevent you 
saying everything necessary to ex- 
plain the position, but I am trying to 
get the fixing of this amount? A.— 
I won’t say anything more then un- 
less you ask it, Mr. Tilley. 

Q.—Your point is perfectly plain, 
that they were getting a certain 
amount under their contracts and you 
say this contract was within that sum? 
A.—Yes, and the intention was— 

OF Not! to,/exceed it? WrA.—-And 
the intention was that anything ex- 
cept the $5,000 was to be applied to 
wipe off whatever had been paid them 
which was actually $80,000. 

Q.—Now come back again to the 
point. . $11,100 was fixed on the basis 
of a present payment of $90,000? A. 
Precisely. 

Q.—Now those amounts were not 
put in the contract when it was drawn 
but were put in after, on the 13th 
apparently, when it came to be sign- 
ed and when you knew it was $80,000? 
A.—No, these were not put in at the 
same time as that, I am satisfied. 

Q.—Now you are saying that these 
amounts? A.—The 5 per cent. and 
the $11,100 were put in before the 
date was put in. I am absolutely 
satisfied of that. | 

Q.—Was it put in before the 12th? 
A.—Yes. 

Q.—You say that contract with Mr. 
McCutcheon— A.—That — contract 
with Mr. McCutcheon was_ probably 
drawn about the 5th or 6th of Octo- 
ber. 

Q.—Why was it drawn as early at 
that? A.—Oh well, I got the papers 
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in shape. I knew what had to be 
done. 

Q.—Was the re-insuring contract 
drawn at that time? Ace It was 
drawn, yes. 

Q.—Was this McCutcheon contract 
submitted to counsel along with the 
other? A.—No, the principle of it 
was—what was submitted to counsel 
was, the question of the whole mat- 
ter was discussed, you see, and the 
question was as to the method of do- 
ing what has been done, and that 
method was adopted. 


Q.—Who filled in or who prepared 
the assignment to the Bank? A.— 
I did. 

Q.—When was that executed? A. 
—That was executed, I believe, on 
the 12th October, although it is dated 
the 13th, because Mr. McCutcheon’s 
contract— 


Q.—Now was not that contract 
executed at the same time as the Home 
Life contract? A.—Well, now, I 
cannot tell you. 


Q.—The dates are filled in by you; 
were they not completed at the same 
time? A.—I don’t think so. 

Q.—You say not? A.—I think not. 

Q.—Will you swear that that con- 
tract— A.—I am swearing. 

Q.—Of Mr. McCutcheon was sign- 
ed before the 18th? A.—My opinion 
is that is was signed on the 12th. 

Q.—Why did you put in the 13th 
when it was signed on the 12th? A. 
—Because it was going into the Bank 
on the 18th. It was going into the 
Bank the next day. I will tell you 
what makes me think it; this money 
had been advanced and I wanted to 
protect Mr. Stratton absolutely, and 
I haven’t any doubt I got this signed 
and held in over night. Now that 
is my recollection of it. I cannot 
swear positively to it because that 
would be absurd. 

Q.—Do you say it was signed on 
the 12th and dated on the 138th? A. 
—Yes. 

Q.—And this document with Mr. 
McCutcheon, when was it signed and 
dated? A.—That would be the same. 
You mean Mr. McCutcheon’s contract? 

Q.—Yes? <A.—Well, I-fancy that 
was signed by Mr. McCutcheon at 
the time he signed this, but I don’t 
think it was signed by the Home 
Life till the 13th. 

Q.—What was this document of 
yours pinned to, Mr. McCutcheon? 
Was it pinned to the cheque? Mr. 
Kirby says that this agreement was 
pinned to other copies of the same 
document and the cheque was never 
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pinned to it. 
my papers. 

Q.—That is the transfer to the 
BankP A.—Yes. 

Q.—You made two copies of it? 
A.—Oh, I think so. Made 3 proba- 
bly. The Home Life have got a copy? 

Q.—And you gave one to the 
Bank?P <A.—Yes. 

Q.—When did you first see the che- 
que for $10,000 that Mr. Stratton 
gave to Mr. McCutcheon? A.—Oh 
well, I don’t know, I didn’t see it 
in at the time. 

Q.—Did you see him write it out? 
A.—No, I did not. 

Q.—Did you know it was given? A. 
—Yes, I knew it was given. 

Q.—When did you first know it 
was givenP A.—I cannot tell you 
that, it would be some time after. 

Q.—How long after? A.—I can- 
not tell you that. ; 

Q.—Did you knew about it when 
you were in the witness box yester- 
day? A.—Oh yes. 

Q.—How long did you know about 
it? A.—You mean about the exis- 
tence of the cheque 

Q.—Yes? A.—I have known about 
it for weeks. 

Q.—How many weeks? A. —Oh 
well, I should say at least 3 months. 

Q.—Why didn’t you mention it 
yesterday? A.—Why, Mr. Tilley, you 
told me you were going to put me in 
the box for three minutes and ask me. 
my understanding of whether Mr. 
Pattison knew a certain thing or not, 
and I went into the box to answer 
that question and answered it as well 
as I could, and then you asked me a 
lot more questions and I answered 
them as well as I could and perhaps 
too fully. 

Q.—Was this not present to your 
mind, this cheque of $10,000? A.— 
No, not at all. 


Q.—You were not thinking about 
it? A.—Don’t be unfair to me, be- 
cause I don’t want to appear as hav- 
ing had that in mind and not hav- 
ing disclosed it. 

Q.—I want to know whether it was. 
or was not in your mind? A.—I can- 
not tell you that. 

Q.—I was asking you about the 
$80,000 and the fixing of it? A.— 
Yes. 

Q.—And the paying of it? A.— 
Yes. 

Q.—And there was not a word said’ 
about this. A.—I told you that the 
$90,000 was a rock bottom—your 
expression, which I adopted, was. 


A.—I got this among 
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that it was a rock bottom figure, 
until the last minute. I think you 
will find that in my evidence. And 
that at the last minute Mr. Stratton 
was able to get Mr. Pattison to take 
$80,000. That was my evidence. This 
matter between Mr. McCutcheon and 
Mr. Pattison— 

Q.—Who first told you about the 
$10,000 cheque? ‘Ao LeU eee aL 
Stratton did. 

Q.—In connection with what? A. 
—In connection with the company’s 
business. 

Q.—What brought it up? A—Oh 
well, I don’t know that, 

Q.—I want to know? A.—I can- 
not tell you. 

Q.—Was it in the year 1906? A. 
—I should say so. 

Q.—January, February or March? 
A.—What do you mean? Do you 
mean to say that because of this Com- 
mission I heard about it? 

Q.—When you first knew of the 
existence of the cheque? A.—I can- 
not tell you any more than it must 
have been 3 or 4 months ago when 
I first saw the cheque. 

Q.—Was it at the time that the 
Home Life was likely to be examin- 
ed before? A.—No, I didn’t have 
anything to do with that. 

Qi—Was it before that? A=—Yes, 
it was before that. 

Q.—How long before that? A.— 
IT cannot tell you that. What is the 
date of your Commission? 

Q.—In March. 

JUDGE MacTAVISH: The Order 
in Council is dated the 28th Feb- 
ruary. The first meeting was early 
in March. 

MR. McLAUGHLIN : The 7th 
March. 

A.—Well, I don’t ae Mr. Tilley, 
whether it was abuut that time or 
not. I should say off hand that I 
actually saw the cheque after that 
date, 

MR. TILLEY: How long after that 
date? A.—I cannot tell you that. 

Q.—In whose possession did you 
see it? AI don’t know that. 1 
think it was produced, it was not 
in Mr. Stratton’s possession. 


Q.—In whose possession was it? 
A.—At that time, I know Mr. Mc- 
Cutcheon was there and I was there 
and Mr. Stratton and this cheque 
was discussed and it was sent for and 
gotten. 

Q.—Now tell me what was discuss- 
ed about it? A.—Well, there was 
nothing discussed about it except this 
that the cheque had evidently been 
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put in the vault and it was sent for, 
and shown. 

Q.—For what purpose? 
no purpose at all. 

Q.—What were you talking about 
that brought up the question of the 
cheque? A.—Well, the question of 
the modification of Mr. What’s-his 
name’s contract. 

Q.—Mr. McCutcheon’s contract? 
A.—Had been under discussion for 
some time, and I advised—while I 
am not in the advising business to 
any extent—I advised that ncthing 
should be done pending this—I had 
advised that from the start—because 
I told you we were busy with the af- 
fairs of the company until practically 
January or February and then this 
loomed up on the horizon and we all 
agreed that matters should remain 
just as they were until this Commis- 
sion was over. 

Q.—Then at the time this was dis- 
cussed, it was when you were disccs- 
ing what might come out at the Com- 
mission? A.—No 

Q.—Was it at the time the Com- 
mission was appointed? A.—No, it 
was probably after it was appointed, 
when we were having a general con- 
versation about things and when 
things were being discussed in a gen- 
eral way. 

Q.—That was the first time ‘you 
knew of the cheque? A.—It was the 
first time I knew of the cheque, pre- 
cisely. The first I knew of the 
cheque. 


Q.—What were you told about the 
cheque at that time? A.—I was 
told, Mr. Stratton said this was a 
cheque he had handed to Mr. Mc- 
Cutcheon in case anything should 
happen to him, so that Mr. McCut- 
cheon could carry out the understand- 
ing between them, that he had been 
holding it and not applying it in 
case the Bank should ask for payment 
on account of this temporary lcan, 
he could turn it in in that way and 
stave things over for 3 or 4 months 
longer. 

Q.—Then from Mr. Stratton’s state- 
ment you understood that it was not 
to be cashed at the time it was given? 
A.—Oh it was to be cashed at any 


A. Hor 


time the Bank made a call for money. 


QO.—Was that the arrangement? A. 
—That was the arrangement. 

Q.—And it was given to Mr. Mc- 
Cutcheon on that understanding? 
A.— Yes. 

Q.—So that it was not taken by 
Mr. McCutcheon for the purpose of 
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cashing at once? A.—No, well, when 
the Bank would make a demand, but 
it was perfectly understood that it was 
not the personal property of Mr. Mc- 
Cutcheon or of Mr. Stratton but was 
to be applied on this $80,000 or $90,- 
009 advance. 


Q.—What was said about that? A. 
—l1 don’t know what was said in so 
many words, but that was the under- 
standing. 

Q.—Will you say then why it was 
not applied? A.—Simply because 
the arrangements had been completed 
with the Bank for $90,000. did 
not complete them. 

Q.—What would it involve to change 
it and make it a transaction for $80,- 
000 with the Bank? A.—It would 
not involve anything except new 
papers. 

Q.—Why would it involve new pa- 
pers? Would it involve anything 
more than the alteration of 90 or 80? 
A.—No, I suppose not. There is no 
doubt at all, Mr. Tilley, but that when 
these papers were prepared $90,000 
was the amount. 

Q.—That was in the contemplation 
of all parties? A.—Yes. 

Q.—And the cheque for $10,000 
was unknown to you at the time it 
was issued? A.—Yes, but the lia- 
bility was known and it was under- 
stood that the $10,000 would be ap- 
plied on this $90,000 and that there 
bie nobody making any money out 
ory it. 

Q.—And there was no reason, so 
far as you know, why it should not 
have been applied at once? A.— 
Except as a matter of financing. 
When one has a $90,000 temporary 
loan arranged he is apt to be called 
to pay something and Mr. Stratton 
said that he would hold this $10,000 
in reserve until he was called for a 
payment and he would turn it in then 
and then it could stand a little while 
longer. 

Q.—Is that what Mr. Stratton said? 
He was the Vice-President of the 
Bank, was he not? A.—Yes. 

Q.—Was he fearing that some per- 
son would be called for payment in 
connection with that transaction? A. 
—Mr. Stratton ig not afraid of any- 
thing that I know of. 

Q.—And there was no fear of that? 
A.—No. It is not a case of fear, Mr. 
Tilley. Did you ever get a loan from 
a Bank? 

Q.—I am not answering questions, 
Mr. Warren? A.—If you did you have 
to liquidate it occasionally, and some- 
times they will take a payment on ac- 
count and sometimes they won’t. I 
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always had to get them to take a 
payment on account. 

MR. McLANGHUIN: This getting 
a reduction of $10,000 seems to have 
been a mortal sin. 

A.—TI think the only man who ought 
to complain about it is Mr. Pattison, 
he must be disappointed at seeing 
how close he came to getting that. 

MR. TILLEY: Everything you 
know about the cheque and the ex- 
istence of the cheque you have now 
told us? A.—I have told you every- 
thing I know, Mr. Tilley. 

Q.—<And you did not see it written? 
A.—I did not. 

Q.—Didn’t you tell me this morn- 
ing that you saw that cheque writ- 
ten? A.—I did not. 

Q.—Or that you saw it at the time 
it was issued? A.—I don’t think I 
did. ; 
Q.—Will you swear you did not? 
A.—Oh well, Mr. Tilley, do you mean 
when I spoke to you this morning 
and gave you these facts? 

Q.—Yes? A.—I don’t think so. My 
recollection is and I want to be clear 
on this. 

MR. McLAUGHLIN: Is it neces- 
sary to insinuate anything? 

MR. TILLEY: I am not insinuat- 
ing anything. 

A.—I am able to take care of my- 
self, Mr. McLaughlin. 

Q.—Thank you, Mr. Warren? A.— 
If Mr. Tilley goes into the box and 
says certain things I will answer him, 
but I don’t think when I go to Mr. 
Tilley and show him this document 
and tell him everything about the 
document frankly and fully, that he 
should say to me 


Q.—You told me about the cheque 
when we were pressing for the agree- 
ment. We were pressing for the docu- 
ments from day to day and, of course, 
you had to tell about it, but didn’t 
you say you saw the cheque when it 
was signed? A.—Mr. Tilley, I came 
to you yesterday afternoon and said, 
Mr. Stratton wants to go into the 
box to make an explanation about the 
$90,000. You said to me, ‘‘I don’t 
think it is necessary to call Mr. 
Stratton again; just put in the docu- 
ments.”’ 

Q.—And the documents could not go 
without an explanation? A.—Never 
mind, that is what you said to me. 
Then I went back to the office and I 
had before that said to you that Mr. 
Stratton could not come up in the 
afternoon but he could in the morn- 
me Tewent back to the office and 
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got the documents and then this 
morning I met you and gave you the 
facts, adding in view of the facts 
that Mr. Stratton would have to be 
a witness. 

Q.—Quite so, that is quite true, 
but did you say or not that you saw 
the cheque signed? A.—I did not 
not say that. I said I knew about 
the cheque, that is what I said, and 
you did not cross examine me this 
morning. 

Q.—No, no, quite so? A.—I made 
a voluntary statement to you. Next 
time I try to save $10,000 I think TI 
had better not. 

Q.—That is all, thank you, Mr. 
Warren. I will recall Mr. Pattison. 
I have sent for Mr. Pattison; as he 
is not here at present I will shave to 
ask him to come again and in the 
meantime I will recall Mr. Kirby. 

JOHN B. KIRBY recalled, exam- 
ined by 

MEvan LI GbE Yeu Q—Is: ithissithe 
document, Mr. Kirby, whereby the 
People’s Life assigned the renewal 
interest of $6,350 a year to the Do- 
minion Permanent? A.—Yes, sir. 

Q.—So that the amount was pay- 
able direct to the Dominion Perman- 
ent instead of going through the 
People’s? A.—That was the idea. 


Q.—Then I will put in that docu- 
ment and we will just keep a copy of 
it. It recites the agreement and then 
provides that instead of the Home 
Association paying the People’s a re- 
newal commission as above set out, 
the Home Association may pay the 
Dominion company the amount of 
such renewal commission on _  ac- 
count of principal of the deben- 
tures held by the Home _ Associa- 
tion as above recited. And that such 
payment or payments shall operate as 
a complete discharge pro tanto of the 
liability of the Home Association to 
the People’s Company in respect of 
such renewal commission. (Filed as 
Exhibit 443.) That money payable 
under that contract was to be paid in 
reduction of the debenture stock. A. 
—It was to be applied that way, yes. 

Q.—The People’s owned the Home 
debentures ? A.—That money was 
due to the People’s Life. Yes, you 
are right in that way, and then final- 
ly was used to reduce ours. 

Q.—Then, Mr. Kirby, I asked yon 
to find out whether any commissions 
had been paid on the People’s deben- 
tures or debenture stock. What 
did you find out about that? 
A.—If you will allow -me_ that 
memorandum. TI looked this mat- 
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ter up yesterday with one of wr 
accountants and from the books it 
appears that in the year 1901 there 
was paid to one Hodgson $585, a 
commission for selling debentures to 
various holders. Then there was an 
entry of $25,000. On inquiring into 
that I was told, and I believe it to 
be right, that the $100,000 deben- 
tures were issued that year at a price 
of 75; the difference will be $25,000, 
and in adjusting the book entries 
they just ran it through the commis- 
sion account. 

Q.—Then what you say is that the 
People’s Life debentures were sold at 
a price that realized the company 75? 
A.—Yes. 

Q.—But the transaction was put 
through showing the receipt at par 
and the payment out of a commis- 
sion? A.—Exactly, to get the par 
value of the debentures, debenture 
stock at least. 

().—To whom were those debentures 
sold? A.—The entry went through 
to the Dominion Permanent. I think 
they arranged it. 

MR. McLAUGHLIN: You must 
remember that Mr. Kirby was not in 
the employ of the People’s Life at 
that time. These are only facts ex- 
tracted from the books. 

MR. TILLEY: He is the present 
Secretary giving us what he has got 
from the books; he has been inquiring 
into these matters. There cannot 
be any question as to the accuracy 
of the information you are giving? 
A.—No, not as far as I can learn. 

Q.—Then to whom were those de- 
bentures sold so far as the People’s 
books show? A.—I think the whole 
entry shows that it was Dominion 
Permanent. I did not follow the 
matter out. 

Q.—That would be the way the 
books would state it at any rate? 
A.—yYes, just the ledger. 

Q.—Then to whom was the com- 
mission supposed to be paid accord- 
ing to the entry in the books? A.— 
The Dominion Permanent. 

Q.—So that that would be a pay- 
ment of 25 per cent. commission to 
the Dominion Permanent and a re- 
ceipt at par for the bonds, that 
would be the way the transaction ap- 
peared? A.—That is the way is ap- 
peared when the adjusting entries 
were made. It really was not a com- 
mission paid. The debentures were 
sold at 75. 

Q.—Then what other item do vou 
find ? A.—Then in the following 
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year it appears that Hodgson sold 
some more small amounts, several 
amounts, and got a commission of 
$440. Then there is an entry Do- 
minion Permanent, ‘‘directors,’’? it 
had in it, but that is something like 
the travelling expenses yesterday. 
It was an error in putting that in. 
It was Dominion Permanent for $20,- 
000. That was $100,000 apparently. 
sold at a price of 80. The transac- 
tion was just the same as the previous 
year when it was 80 instead of 5. 

MR. KENT: Are those cash book 
entries? A.—I took these from the 
ledger. 

MR. TILLEY: Have you the led- 
ger here? (A.—yYes. (Apparently 
they are ‘‘To cheque, Hodgson.” 

Q.—Who was Hodgson? aN 
man they had out selling the deben- 
ture stock tc the various holders. 
“To Dominion Permanent Uoan.’’ 
That is a journal entry. ‘Journal 
Ate pes Then ‘‘To cheque.’ Hedg- 
son’s were all cheques. This directors 
was the same. 


MR. KENT: The equalizing en- 
tries were Journal] entries? A.— 
Just equalizing to bring the book 
entries up. The People’s Life would 
be liable for 100 cents although they 
sold it at 75, and these were adjust- 
ing entries. 

MR. TILLEY: What price was 
Hodgson selling for? A.—I couldn’t 
say. I don’t know. 

Q.—Then what is the next trans- 
action you findP A.—The. next 
transaction was in December, 1904, or 
during 1904 some time. $200,000 of 
debentures were apparently retired. 
Debenture stock at least. Those two 
items were sold at 75 and one at 80; 
they were apparently retired at par. 
Then imediately another amount at 
200 and something, 200 and odd 
thousand were sold to the Dominoin 
Permanent or issued to the Domin- 
ion Permanent at a premium of 120, 
or at least a premium of 20 and a 
price of 120, realizing over and above 
par $48,000 to the company. That 
more than offset the commissions 
paid in former years. 

Q.—That is to say the Dominion 
Permanent in 1901 and 1902 did not 
pay par for the bonds? A.—They 
did not. no. 

Q.—Although the company was 
lable to pay par? A.—To pay par. 

Q.—Then when those bonds or de- 
bentures were redeemed by _ the 
People’s Life they had to be redeem- 
ed at par and then the excess that 
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the People’s had to pay was made 
up by a premium on new bonds is- 
sued? A.—That is the transaction. 


Q.—Instead of paying for these 
bonds in full in 1901 and 1902 the re- 
sult was that they did not pay the 
balance on them until 1904 in that 
way of working it out? A.—Yes. 


Q.—That is practically what the 
transaction means so far as the books 
show? A.—So far as the books will 
show it shows that it was finally more 
than squared up. 

Q.—Do you know whether there 
were any resolutions covering the is- 
sue of debentures at 75? A.—I did 
not look that up. 


Q.—Probably you can do that at 
the noon adjournment? A.—Yes. 

Q.—Then did you prepare the pro- 
fit and loss statement that was put 
in? A.—Well, I aided the Insurance 
Commission actuary to prepare it by 
giving all the information I could to- 
wards making it up. 

Q.—That is the actuary for ‘the 
Commission? A.—Yes, Mr. Jackson. 


Q.—The actuary for the Commis- 
sion and you made it up together? 
A.—Yes. 

Q.—And you have attached to the 
statement a memorandum of explana- 
tion? A.—Yes. 


Q.—The memorandum will remain 
attached to the statement. It refers 
to the impairment of capital on the 
31st December, 1905, as $68,200. The 
impairment of December Ist, 1904, as 
$1,183. That is to say the impair- 
ment was increased by $67,067 dur- 
ing the year? A.—That is right. 

Q.—How would you account for 
that additional impairment? A.—I 
think I figured it out there. I don’t 
just recollect now. 


Q.—You take the net operating loss 
as per the statement which is in, the 
profit and loss statement? A.—Yes. 

Q.—$14,170, and.you add to. that 
amount written down or off. $19,841. 
Would that be on the building? A. 
—No, that $19.000 was a credit taken 


for market value over cost value on 


market bonds. 


Q.—By the old Home JLife? A.— 
ae the old managers of the Home 
Li e. 

Q.—On the Grand Valley bonds? 
A.—On the Grand Valley bonds, prin- 
cipally, it was on some other bonds 
too, and also writing off the Ontario 
Light, Heat and Power Company. 

Q.—We have had an explanation 
of that. Then you add to that the 
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amount paid to the People’s by way 
of reinsurance $48,942? A.—Yes. 

Q.—You add those together, making 
$82,953, and from that you deduct 
the amount released by reserves $15,- 
886 and you show a net profit over 
actual expenses of $17,016, but the 
impairment is increased by $67,067? 
A.—Yes. 

Q.—The amount written off, added 
to what you paid the People’s, $68,- 
783, which is $1,716 more than the 
increased impairment? A.—Yes, the 
difference would be in our estimates 
in some of the figures. 

Q.—Now, besides all that, during 
the year 1905 the Home Life obligat- 
ed itself to pay $6,350 a year for 10 
years, did it not? A.—Well, we 
treated that as a renewal commission. 

Q.—I am just asking you that fact. 
It obligated itself to pay $6,350 a 
year for 10 years? A.—Yes. 

Q.—That is done by the agreement? 
A.—Yes. 

Q.—That was a charge on the total 
renewal commissions? A.—Yes. 

Q.—It was not a commission that 
‘depended on the continuation of any 
particular policy? A.—No. 

Q.—It was a debt secured by a 
general charge on the premium in- 
come? A.—Yes. 

Q.—Does that debt appear in this 
statement? A.—No, that don’t ap- 
pear in that statement, because as I 
say, we treated that—the way I read 
that agreement was a present pay- 
ment of $49,000 and a renewal com- 
mission of 10 per cent., of 7% per 
cent., or whatever the amount was for 
10 years. 

Q.—There was an immediate pay- 
ment of some $49,000 but that was 
only half of the premium the Home 
Life was to pay. The other half was 
in the $6,350? A.—Decidedly. Spread 
over 10 years. 

Q.—And the payment of that was a 
debt of the company but the debt was 
postponed as to payment, that is the 


whole story, is it not? A.—Just ex- - 


actly the same as we would in paying 
an agent. 

Q.—It is more like what you would 
do if you put a mortgage on a build- 
ing, is it not? A.—No, I did not 
consider it that way. 

Q.—The agent would get a commis- 
sion on a particular policy if the poli- 
cy remained in existence? A.—He 
would get a commission on whatever 
business he had to look after. He 
might not necessarily write it him- 
self. 

Q.—But that commission in the or- 
dinary way that he would get would 
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be a commission based on the pay- 
ment of a premium would it not? 
A.—Based on payment of a premium. 

Q.—Now this was an amount se- 
cured on the whole premium income 
of the company? A.—Exactly, yes. 

Q.—That being one of the assets of 
the company, just as much as the 
building would be another asset? A. 
—Well, I did not look at it in that 
way, because—if I may explain how 
I took that agreement—I looked* at 
that agreement that the Home Life 
were buying that insurance at 50 per 
cent. present payment and _ renewal 
commissions on the business for 10 
years. We pay agents just the same 
way. I may be wrong in my conten- 
tion but I did not think so and I 
don’t think so now. 

MR. KENT: Suppose the company 
had been asked to give promissory 
notes of $6,000 each. You would 
have entered those notes in your 
book woud you not and treated them 
as a liabilityP A.—Well, it would 
all depend on the agreement in con- 
nection with it. If the agreement 
was such as this I would have treat- 
ed it as a liability. 

MR. TILLEY: If the payment was 
secured you would not. 


MR. KENT: If you create a debt, 
a lability of $6,000 a year, you say 
that because you look at it in a dif- 
ferent way to the one most people 
look at it, that you consider it was 
not a liability? A.—Well, we have a 
lability on every policy we write for 
future commissions to the agent. Prob- 
ably not just to that agent. 

Q.—You agree to pay $6,000 a year 
for a certain number of years. Now 
I think to everybody else that is a 
straight liability? A.—I think that 
$6,000 a year is a minimum amount, 
is it not? That is just in the nature’ 
of a minimum amount; we were set- 
tling on a definite amount. 


MR. TILLEY: The company could 
choose the $6,350 and disregard the 
premiums altogether, if it wanted to, 
could it not, under the arrangement? 
ee think that is right: 

Q.—So that the premiums, if the 
People’s Life elected, could pass out 
of the question entirely and they 
could say, We will take $6,350a year? 
A.—They would have that privilege. 

Q.—It had to be that definite in 
the very nature of things so that the 
full premium of 100 per cent. would 
be paid? A.—Yes. 

Q.—Did you not understand, Mr. 
Kirliy, as it was said kere yesterday 


2194 ROYAL COMMISSION ON 


66th day, September 13, 1906. 


in effect, I think, that this agree- 
ment was drawn and the transaction 
put through in that way so as to es- 
cape being compelled to show that as 
a present liability of the company? 
A.—No, I did not look at that, not 
personally, I did not. 

Q.—Then besides that liability there 
was also the lability of the company 
on the McCutcheon contract for 5 
per cent. up to $11,100 a year for 10 
years. Js that shown in your annual 
statement? A.—No, decidedly not. 

Q.—That would be a liability of 
$90,000 if it was reduced to the pre- 
sent time? A.—It would if it was 
treated that way. Yes, it depends 
on the interest. 


Q.—That 90 and 48 would be, as- 
suming that my way of looking at it 
is right, a liability of about $139,000 
on the company, not shown by its 
annual reports? A.—Yes, if you 
are correct in that. Of course 1 
don’t look at it that way. 

‘Q.—When did you know of that 
$90,000 or $80,000 payment? A.—I 
could not recall just exactly when I 
heard there was a payment. 

Q.—Who did you hear it from, on 
the street or from Mr. Stratton or some 
person in the company? Ait 
would be likely in the company. I 
heard there was some payment but 
I did not know what it was. 

Q.—You were the Secretary of the 
People’s Life? A.—Yes. 

Q.—And it was the People’s Life 
who were supposed to be a party to 
the transaction? A.—Yes, 

Q.—But so far as you, as Secre- 
tary, were concerned, you knew noth- 
ing about it except some rumor? A. 
—Casual conversation. 

Q.—A mere matter of rumor? A. 
—Yes. . 

Q.—Gossip, but you “believed there 
was something in it, a little suspicious 
and that was all it amounted to? 
A.—That was all it amounted to. 

Q.—It does not appear any place 
x the books of the company? A.— 

O. 

Q.—It is entirely outside of the 
People’s? A.—Entirely outside. As 
the 80 and 90 thousand dollars was 
outside entirely the Home Life, in 
their books or anything like that. 

Q.—I think you had better leave 
that to others, Mr. Kirby. I would 
not like to say I am through with 
oo Mr.” Kirby. I would like to have 
him here after the adjournment, 

MR. McLAUGHLIN: I would sub- 
mit so far as the interpretation of 
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these documents are concerned, that 
is entirely a matter for thé Court; 
whether it is a liability or is not, 
the opinion of this witness is not evi- 
dence and is not a matter of conse- 
quence. 


(Adjourned to 2 o’clock.) 


AFTERNOON SESSION. 


Resumed at 2 P.M., September 
18th, 1906. 

MR. SHEPLEY: I _ understand 
from Mr. McLaughlin that Mr. Patti- 
son will he here in a short time, and 
therefore we had better wait for a 
few moments. We wish to call him. 

After waiting until 2.15 Mr. Shep- 
ley said: 

I do not think I am justified in 
asking that there should be any longer 
delay. There are some papers that 
Mr. Stratton will no doubt be good 
enough to get for us in connection 
with the banking. The Secretary will 
make a memorandum which will be 
handed to him, and I would suggest 
that if possible they be got here so 
that we can wind it up this morning. 
I do not want it to stand any longer. 


JUDGE MacTAVISH: We _ had 
better dispose of it if we can. 

Mr. Stratton stated he would have 
the bank books asked for by Mr. 
Shepley to-morrow morning. The 
examination into the affairs of the 
Home Life Association was allowed to 
stand. 

MR. SHEPLEY: Of course it is 
quite understood that the Home Life 
examination is not closed at all. 

JUDGE MacTAVISH: Certainly 
not, the investigation is not closed. 

MR. SHEPLEY: With your Hon- 
ours’ permission I propose to take up 
the Independent Order of Foresters 
next. 


THE INDEPENDENT ORDER OF 
FORESTERS. 


W. H. Hunter appeared for the In- 
dependent Order of Foresters, 

H. E. A, DuVernet appeared for the 
Union Trust Company. 

Wallace Nesbitt, K.C., appeared 
with Mr. DuVernet for the Union 
Trust Co., and also appeared for the 
Great West Land Company, and 
others. 
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DR. ORONHYATEKHA, sworn, ex- 
amined by— 

MR, SHEPLEY: Q.—Your office 
in the Independent Order of Foresters 
is what? A.—Supreme Chief Ranger. 

Q.—That is the highest office in the 
Order I believe? A.—Yes sir, Supreme 
Chief Ranger or President. 

Q.—How long have you been iden- 
tified with the Order, or how long 
have you been a member of the Order, 
I should ask you first? A.—Since 
1878, 

Q.—Were you or are you now fa- 
miliar with its history and policy 
from that time down to the present? 
A.—I think so. 

Q.—You can speak ag early as that? 
A.—I think so. 

Q.—Were you when you first joined 


the Foresters in office in the body? 


A.—wNo. 

Q.—When did you take office, and 
what office did you first take? A.— 
September, 1878, I think, I was 
elected High Chief Ranger of Ontario. 

Q.—And you remained in that posi- 
tion until how long? A.—Till 1882. 

Q.—And then what was your posi- 
tion from that time on? A.—TI resign- 
ed the position of High Chief Ranger 
because I was Supreme Chief Ranger 
of the Order then. 


Q.—And you have been Supreme 
Chief Ranger ever since? A.—Yes. 

Q.—You are perhaps able to tell us 
what the original legislative founda- 
tion of the Order was? A.—The Or- 
der was founded out of a secession 
yaovement in the Ancient Order of 
Foresters in 1874, and for one year 
they carried on simply the friendly 
society benefits, that is sick benefits. 

Q.—You say it was an off shoot or a 
secession from the older body known 
as the Ancient Order of ForestersP A. 
—Yes. 

Q.—And it went out under the name 
of the Independent Order of Forest- 
ers? A.—Yes. 

Q.—And it went out under the name 
A.—Yes. 


Q.—That you say was as early as 


1874? A.—June, 1874. 

- Q.—Up to what time do you say it 
confined itself to friendly benefits? <A 
—Just one year, the following year 
they founded what they call the En- 
dowment Department, which was an 
insurance benefit. 

Q.—You told me in the last two or 
three minutes something which I 
should have wanted to know, but I 
am afraid I did not make the question 
quite plain; I asked you whether you 
were familiar with the legislative ori- 
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gin of the body, its legislative crea- 
tion? A.—Yes. They seceded from 
the other Order and formed a conven- 
tion. 

Q.—But they had some legislative 
sanction for their existence? A.—No, 
the laws of the country? 

Q.—Yes? A.—No. 

Q.—We have been told, and I as- 
sumed it to be so, we have been told 
in the answers which have been made 
to our questions that there was a cer- 
tificate issued under certain sections 
of the Ontario Insurance Act? A.— 
But that was after that, you were ask- 
ing me now about the foundation of 
the Order. 

Q.—What was the date of that? A. 
—I think it was, I am sure it was 
1878. 

Q.—Then there was a period from 
1874 to 1875 during which there was 
nv Legislative recognition of the Body 
at allP A.—Not in Canada. 


Q.—And during which it was an off- 
shoot or an independent body sprung 
from the loins of the Ancient Order? 
A.—Exactly. ; 

Q.—And doing only friendly society 
work? A.—For one year only; after 
that— 

Q.—Then for the years intervening 
between the end of that year and 
1878— A.—From 1875 down the 
Order has been giving insurance bene- 
fit of some kind or another. 


Q.—But it was not organized under 
the laws of Canada, any Canadian 
law till 1878? A.—1876 was the first 
Court instituted in Canada of the In- 
dependent Order of Foresters, but it 
was under the American jurisdiction, 
the Order was under the American 
ety ant from its feundation to 

Ae 


Q.—What was it that you did in 
1878 with regard to taking out a cer- 
tificate under the Ontario Act? A.— 
In 1878 the High Court of Ontario 
was constituted under the Govern- 
ment of the American Supreme Court, 
and in 1878, soon after I became High 
Chief Ranger, we took out the license 
which the Province of Ontario auth- 
orized under the Benefit Societies’ 
Act, I think it was called. 

Q.—The Act then in force? A.— 
Was a public Act. 

Q.—Yes; perhaps our citation of it 
won’t be familiar to you, it was Chap- 
ter 167 of the Revised Statutes of 
Ontario? A.—That is right. 

Q.—You do recognize that? A.— 
Oh yes. 
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Q.—That is the Act respecting 
Benevolent, Provident and other So- 
cieties? A.—Yes. 

Q.—Under that Act you took out 
a certificate or what is called a l- 
cense? A.—A license I think it was 
called. 

Q.—For the purposes of the Act, 
still remaining under the domestic 
jurisdiction so far as your Order was 
concerned of the United States body? 
A.—Yes. 

Q.—Did the taking out of the cer- 
tificate under the Ontario Act at all 
modify or alter from its inception 
the sort of insurance you were eftfect- 
ing among your members? <A.—Not 
in the slightest degree. 


Q.—Let us go a little further back; 
I take it from what you have told 
me that the origin of the Order was 
on the other side of the hne? A.— 
Yes sir. 

Q.—In what State? 
New Jersey. 

Q.—How old was the Ancient Order 
of Foresters? A.—They claim to date 
away back to 1745 I think. 

Q@.—And your body since it split 
off has been quite independent of 
that? A.—Wholly independent. 

Q.—And in the race it has probably 
overtaken and passed the parent body? 
A.—Slightly. 

Q.—In Canada, at all events, its 
work is much larger? A.—Well, in 
respect of insurance benefits of course 
it is entirely ahead of the Ancient 
Order of Foresters. 


Q.—And as to membership? A.— 
{ think the Ancient Order are far 
ahead of us in that respect. 

Q.—In Canada? A.—Not in Cana- 
da. : 

Q.—I am. speaking of Canada? A.— 
I think not. 


Q.—Then will you tell us what are 
the principles upon which your So- 
ciety is banded together? A.—Well, 
the first was to give insurance bene- 
fits to our members at the lowest pos- 
sible cost, and also to give the friend- 
ly society benefits of other institu- 
tions. 

Q.—What do you mean, you are 
using, of course, language that has a 
technical meaning, friendly society 
benefits, describe that a little more 
fully? vA. Im 1878.ha) oman had. to 
join one of the insuring bodies, that 
is one of the fraternal benefit socie- 
ties that gave insurance benefits, such 
as the Ancient Order of United 
Workmen and the Royal Arcanum; 
none of these gave what is called in 
the Old Country the friendly society 


A.—Newark, 
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benefits, that is sick and funeral bene- 
fits, and we conceived the idea of 
cheapening these benefits to our mem- 
bers by consolidating them in our con- 
stitution so that a man would not 
have to join one fraternal society to 
get insurance benefits and another to 
get sick and funeral benefits. 


Q.—You have besides these mater- 
ial considerations, which tend to draw 
your members together, some moral 
or religious elements entering into 
your body? A.—Moral, but no reli- 
gious considerations. 


Q.—I do not mean by religious, 
denominational; what I do mean is 
that you have, I suppose, a Supreme 
Being? A.—Oh yes. 

Q.—And is it the Christian God? 
A.—Yes—the Christian God, just a be- 
lef, all that we exact in the way of 
what you have just intimated in re- 
ligious matters is a belief in a Su- 
preme Being. 

Q.—Then when you assented to 
moral considerations, what had you in 
your mind? A.—That a man should 
live a good life, a man should not be 
a drunkard, he should be a creditable 
citizen to the State. 

Q.—And I suppose by reason of the 
insurance scheme that he should be in 
a good condition of health? A.— 
Yes. 


Q.—Do your members include both 
sexes? A.—Now they do. 


Q.—Since when? A.—Since 1898. 


Q.—Do the ladies who join your 
Order become members that are in 
full standing just as men? A.—Oh 
yes. 

Q.—There is no distinction in that 
respect? A.—Just a few offices they 
are prevented from holding I think. 
My office they cannot hold. 

Q.—Any others? A.—I do not think 
so, I think that is about the only 
office. They are not allowed to be a 
Supreme Executive member, and not 
entitled to be auditors, and we do not 
give at the present time the sick and 
funeral benefits to ladies, we give them 
insurance benefits. 


Q.—You have, of course, domestic 
government? A.—Yes. 


Q.—And will you tell me what is 
-our highest domestic parliament? A. 
—The Supreme Court. 

Q.—How often does that meet? A. 
—Triennially or quadrennially. 

Q.—Who decides whether it is to 
be for three years or four years? A. 
—lItself. 
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Q.—That is, when it meets this year 
it decides when it is to meet next? 
A.—Yes. 

Q.—And also where, I suppose? A. 
—Yes. 

Q.—You do not always meet at the 
same place, I suppose? A.—No. 

Q.—What is the constitution of that 
Supreme Court, tell me how its mem- 
bership is determined? A.—The offi- 
cers of the Supreme Court and the 
representatives elected from the High 
Courts in the jurisdiction. 

Q.—Let us get the representatives 
first, do the representatives elect the 
officers? A.—Certainly. 

Q.—First give me the representative 
body, give me its constituents, and 
then we will get on to the officers? A. 
—In the first place the subordinate 
courts elect representatives to a High 
Court. 

Q—How many High Courts are 
there? A.—Wiity or sixty now. 

Q.—Hach one of the High Courts— 
A.—Each one of the _ subordinate 
courts within the jurisdiction of a 
High Court elects representatives to 
go to the High Court. 

Q.—Those are what we might call 
the primaries P A.—yYes. Then the 
High Court elects the representatives 
from it to the Supreme Court, and 
those representatives and the officers 
of the Supreme Court constitute the 
Supreme Court. 

Q.—You have, speaking approxi- 
mately, how many subordinate courts? 
A.—I should imagine over 5,000. 

Q.—Over what territory do they ex- 
tend? A.—Practically the world over ; 
all over Canada and the United States ; 
the United Kingdom, Scandinavia; we 
have one court in Belgium, one court 
in France, in India, Ceylon, in Aus- 
tralia, and in Sandwicn Islands. 

Q.—World-wide, as you say? A.— 
Yes. 

Q.—With approximately 5,000 sub- 
ordinate courts you say ; you have about 
58 High Courts? A.—Between 50 and 
69, just about 60. 

Q.—The High Courts I suppose their 
organization and jurisdiction is de- 
pendent upon the area or territory? 
A:—-Yies. 

Q.—Have you any High Courts in 
foreign countries besides the United 
States? A.—QOh yes; in England six 
or seven High Courts, Wales one, Ire- 
land two, Scotland one, Norway one, 
Denmark one, Australia, there were 
High Courts in every State of Austra- 
lia until recently when some of the 
High Courts’ charters were revoked. 
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Q.—From your statement you had 
High Courts as extensively, though not 
as numerosuly as the subordinate 
courts? A.—Oh no. 

Q.—Covering all the territory cov- 
ered by the subordinate courts? A.— 
Yes, wherever there are subordinate 
courts enough to constitute a High 
Court we had a High Court. 

Q.—How many are necessary? A.— 
According to the present constitution 
20 formerly it used to be only 5. 

Q.—20 svbordinate courts in the 
jurisdiction? A.—Yes, and if they 
wanted a High Court and it was 
thought best to give it to them they 
got it. 

Q.—And if for any reason it was 
thought best not to they did not? A. 
—Yes, but as a rule they got it when 
ever they had enough subordinate 
courts. 

Q.—And subject to that limitation 
you had High Courts ranging all over 
your territory? A.—Yes. 

Q.—Where you had not enough sub- 
ordinate courts to create a High 
Court in any particular area what 
was the jurisdiction over that subor- 
dinate court? A.—The subordinate 
courts were under the direct govern- 
ment of the Supreme Court. 

Q.—They were not assigned to any 
subordinate High Court? A.—Ok 
no. 

Q.—But were under the direct juris- 
diction of the Supreme Court? A.— 
No; sometimes we assigned a subordi- 
nate court which was near a High 
Court to that High Court, but as a 
rule the jurisdiction was with the Su- 
preme Court. i 

Q.—What was the representation of 

such a subordinate court as that? A. 
No representation. 
Q.—In the first place I want to ask 
you about ®he financial organization 
or constitution of the subordinate 
courts, IT think they were sometimes 
called lodges? A.—No. 

Q.—That name has been returned 
in our answers? A.—AII our subordi- 
nate courts are called courts, no lodges 
among us. 

Q.—Tho beginning of a thing is the 
money you get; what do the subordi- 
nate courts do in the wav of an in- 
come ? A.—We allow them to tax 
their membership up to a certain 
point. 

0O.—You mean bv a svstem of assess- 
ment? A.—Certainlv, that is for their 
own maintenance they are allowed to 
tax their membership up to a certain 
point . 


2198 ROYAL COMMISSION ‘ON 


< 


66th day, September 138, 1906. 


Q.—You mean by a system of assess- 
ment? A.—Certainly, that is for their 
own maintenance they are allowed to 
tax their membership, levy a certain 
amount of dues every month. 

Q.—That is for the maintenance of 
the subordinate court itself? A.— 
Yes sir. 

Q.—Is that the only revenue it has, 
its power of taxation or assessment? 
A.—That is all. 

Q.—That of course, tell me if I am 
wrong— A.—Well, of course they 
haye a little revenue from the initia- 
tion, we allow them the initiation fees. 

Q.—Initiation presupposes a ritual, 
I suppose you have a ritual? A.—Oh 
yes, the best in the world. 

Q.—Well, you have a ritualP A.— 
The best in the world. 

Q.—You have millinery also, re- 
galia?P A.—yYes, we have very fine 
regalia, the best in the world. 

Q.—Perhaps the most expensive in 
the world? A.—No, I do not think 
SO. 

Q.—Are social purposes included in 
the purpose for which members of 
subordinate courts may be taxed? A. 
—No. 

Q.—Refreshments? A.—They can- 
not be taxed specifically for that; we 
allow them to use the revenue from 
initiation and their ordinary annual 
dues in connection with entertain- 
ments of the Order; it must be used 
- for some object connected with the 
Order. 

Q.—When you say for some object, 
supposing it is refreshments among 
the brethren after the ritual is over, 
is there such a thing as that among 
the Foresters? A.—There may be, 
we do not countenance it. 

Q.—It is perhaps known to exist 
and winked atP A.—Yes; what I 
mean is we do not allow as in other 
institutions a specific tax for beer, 
for instance, to be used after lodges. 
We allow entertainments given by the 
lodge to its members and friends, 
sometimes. 

Q.—Entertainments at which re- 
freshments are given? A.—Yes. 

Q.—A subordinate court has the 
power to assess or tax? A.—For its 
maintenance, 

Q.—That I gather from what you 
say is altogether distinct from its 
yearly dues or monthly dues? A.— 
The premium rates you mean? 

Q.—I think you used the expression 
dues? A.—yYes, that is the court 
dues are for its maintenance, a sort 
of domestic tax levied upon its mem- 
bers and to be used only in connec- 
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tion with the court, and the interest 
of the Order. 

Q.—You are still speaking of the 
power to assess? A.—Yes, that is 
the local subordinate court dues. 

Q.—And the result of your assess- 
ment is what you call the local dues? 
A.—Yes, court dues. 

Q.—Those are strictly, if honestly 
administered, applied to pure pur- 
poses of maintenance? A.—Yes. 

Q.—What is included among the 
charges for maintenance, what sort 
of charges do you have—I want to 
know what you mean by maintenance? 
A.—The payments of the stationery 
that the court is obliged to use, the 
payment of any of its officers who 
are under a salary, for instance the 
Financial Secretary as a rule is paid, 
and the lodge rent; those are about 
the chief things. 

Q.—Those are all that occur to you 
at the moment? A.—Under the word 
maintenance. 

Q.—As being legitimate mainten- 
ance expenses? A.—Yes., . 

Q.—What is the limit of the power 
of assessment in the subordinate court, 
how high can it goP <A.—I think it 
is one dollar the limit. 

Q.—One dollar per what? A.— 
No limit. 

Q.—I quite understand I am ask- 
ing you a great many questions you 
have not thought about for a long 
time P A.—I was thinking of the 
High Court dues, to which I think 
there is a limit of one dollar; the sub- 
ordinate court dues there is no limit, 
excepting what the members vote. 

Q.—Are the dues fixed by the vote 
of the Court? A.—Oh yes. 

Q.—That is it is popular govern- 
ment? A.—Yes. 

Q.—The majority will ruleP A.— 
Strictly. 

Q.—The other fund jis initiation 
money, is that the only money that 
gets into the other fund over which 
they have a more elastic jurisdic- 
tion?  A.—That is all. 

Q.—Just initiation fees? A.— 
Well, the proceeds from holding con- 
certs all go to the local fund, if there 
is any profit made the profit goes 
into the funds of the subordinate 
court for the maintenance of the 
court. 

Q.—That is any result in surplus 
finds its way into the maintenance 
fund? A.—That is right. 

Q.—But within certain limits these 
initiation fees may be expended for 
social entertainment purposes in con- 
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nection with each subordinate court? 
A.—Yes., ; 

Q.—Is there a uniform initiation 
fee throughout the whole Order? A. 
—=—NO, 

Q.—Who determines that? A.— 
The constitution determines a certain 
limit and the subordinate court fixes 
what its initiation shall be. 

Q.—Again by popular vote? A.— 
Yes. 

Q.—And keep within the limits of 
the constitution? A.—Yes. | 

Q.—What is the constitutional 
limit upon the initiation fee? A.— 
The minimum rate is one dollar. 


Q.—I+t cannot be less than one dol: 
lar? A.—No. 


Q.—Is there a maximum limit? 
A.—There is no maximum limit ex- 
cept in this way that every by-law of 
the subordinate court must be sub- 
mitted to me and approved by me. 

Q.—Thatt is by you individually as 
the Chief Executive? A.—But I do 
not think I have ever interfered with 
any initiation they have placed upon 
their membership so that practically 
there is no maximum limit, just a 
minimum limit. 


Q.—You say you have a revisory or 
a legal power over— A.—Over all 
constitutions, subordinate or High 
Court. 

Q.—Then your subordinate court 
be itself, does it? A.—Practic- 
ally. 

Q.—Of course subject to your con- 
stitution? A.—Upon the lines of the 
constitution. 

Q.—How often do you revise your 
constitution? A.—Only at Supreme 
Court meetings. 

Q.—Triennially or quadrennially? 
AY 68. 

Q.—Your ritual, I suppose, is uni- 
form? A.—No, it is not; we have 
allowed certain modifications to be 
nee in Quebec for our Catholic mem- 
ers. 


QOF-With that exception?’ A 
With that exception our ritual is uni- 
form the world over. 


Q.—What is the position of the offi- 
cer who assists you from time to time 
in your answers? A.—The Assistant 
Supreme Chief Ranger. 


Q.—(To Mr. George A. Harper): 
You won’t object to me asking you 
to be sworn, and then whenever you 
can help Dr. Oronhyatekha you can 
do so? 

—Mr. George A. Harper was oc- 
cordingly sworn. 
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MR. SHEPLEY: How often does 
the subordinate court meet,or is there 
any fixed rule with regard to that? 

—The answers are given by Dr. 
Oronhyatekha until a change is indi- 
cated: 

A.—Some weekly, some bi-monthly, 
and some monthly; they are supposed 
to meet every month at least. 

Q.—It is obligatory if they obey the 
law? A.—Yes. 

Q.—I suppose the frequency with 
which they meet depends somewhat 
upon the local zeal, whether there is 
local zeal or not? A.—Quite so. 

Q.—You have spoken of concerts, 
is that the usual or only form of en- 
tertainment that you recognize? A.— 
Oh no, any sort of entertainment they 
want, provided it is respectable; con- 
certs, picnics, excursions, ‘anything 
that the ordinary people take to, 
amuse themselves and contribute to 
the entertainment. 

Q.—And culture of your members? 
A.—Yes. 

Q.—Let us go the next step; the 
High Court is composed of represen- 
tatives sent from the _ subordinate 
courts? A.—Yes. 

Q.—How many from each court? 
A.—Altogether depends upon the num- 
ber of members in the subordinate 
courts. Rep. by pop. is recognized in 
our Order. 

Q.—Can you give me the unit? A. 
—Yes. 20 would be one representative. 

Q.—20 members of a subordinate 
would entitle it to one ? A.—Yes; 
some, larger courts, fix it at 50. 

Q.—The subordinate court cannot 
fix its own representation? A.—The 
High Court fixes that. 

Q.—The representation by member- 
ship, and 20 is the unit, speaking 
generallyP A.—Yes. 

Q.—There may be exceptions? A. 
—I can give you the Supreme Court 
rule. 

Q.—I shall come to that dealing 
with the next step; I do not want to 
be too microscopic; 20 is the unit, 
and a lodge with 30 would have two 
representatives? A.—No, I think it 
would be more than that. 

Q.—Have to be 40? A.—Yes, I 
should imagine so. I had better give 
you the exact thing. I will -have it 
looked up. It is so long since I have 
dealt with subordinate courts that I 
have forgotten. We just re-arranged 
the last session of the Supreme Court 
and we are not familiar as we used 
to be with the sections that deal with 
these things. I know I am wrong now 
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in that first answer because we have in 
some cases courts where they have 
dwindled down to ten, and yet they 
are given representation. 

MR. HARPER: (Reads): ‘‘A court 
of ten to twelve beneficiary members 
in good standing shall be entitled to 
two delegates, and one additional dele- 
gate for each additional twenty-five 
beneficiary memberg or major frac- 
tion thereof.”’ 

WITNESS: Those are the general 
laws governing the representation. A 
subordinate court, when it is formed, 
regulates that and makes by-laws to 
govern the responsibility of its sub- 

ordinate courts to its body. 

‘ Q.—When you _ said _ subordinate 
court you mean High Court; the High 
Court fixes the representation for its 
subordinate court? A.—Yes. 

Q.—And the Supreme Court fixes 
the representation for its constitu- 
ent High Court? A.—Yes. 

Q.—Speaking generally, how many 
representatives will you usually ex- 
pect to find at a Hich Court meet- 
ing ? A.—It denends entirely upon 
the size of the jurisdiction; for in- 
stance, if the High Court of Ontario, 
that is really the High Court of West- 
ern Ontario 

Q.—When you say Western Ontar- 
io you mean from Toronto west? A. 
—No, I think it is somewhere about 
Guelph or Hamilton; there are three 
High Courts in Ontario; it had about 
300 representatives at its recent“meet- 
ing in St. Thomas, and not all sub- 
ordinate courts were represented; 
say, for instance, in the High Courts 
which have some twelve or fifteen 
thousand members, we would expect 
two to three hundred representatives 
present 

Q.—I think that is probably quite 
suficient for the present purpose; 
what business does the High Court 
do? A.—Elect its officers and to set- 
tle domestic difficulties among its 
cour’~ to arrange for the spread of 
the Order within its jurisdiction and 
to determine upon a taxation of the 
members under its iurisdiction for the 
ensuing term: all domestic affairs. 

Q.—I think you said it meets once 
a year? A.—I think the majority of 
the courts are now meeting biennially, 
some triennially; some old courts, 
however, meet annually. 

Q.—You have some High Courts 
that sit yearly, some biennially and 
some triennially? A.—Yes. 

Q.—Have the High Courts funds? 
A..— ¥ 8; 

Q.—How are their funds provided? 
A.—In the first place there is a profit 
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on the sale of supplies to the subordi- 
nate courts. 

Q.—Is the High Court a shop-keep- 
er for supplies? A.—Yes. 

Q.—And sells supplies at a profit? 
A.—A High Court may be anything 
that is for the benefit of the Order. 


Q.—It sells supplies to the subordi- 
nate court? A.—The idea is the Su- 
preme Court manufactures in large 
quantities and gets it much cheaver 
than either the subordinate or High 
Courts could get it; we sell those sup- 
plies to the High Courts. 

Q.—At a profit too? A.—yYes, at 20 
per cent. less than it costs us. 


Q.—More than it cost youP A.— 
No, less; we can sell at 20 per cent. 
discount and still make a profit; be- 
tween our manufacturing and selling 
price there is quite a margin. To the 
High Courts we sell at a discount of 
20 per cent., and they sell at list 
prices, so that they ought to make 20 
per cent. on all their transactions less 
cost of carriage on their goods. 

Q.—That is the subordinate courts 
who are the ultimate consumers pay 
two middlemen? A.—Yes. 

Q.—The Supreme Court and the 
High Court? A.—Yes. 


_ Q.—Each of which is supposed to 
make a profit of 20 per cent— A.— 
No, the Supreme Court makes some- 
times a bigger profit than that, and 
sometimes very much less. 


Q.—What would it average, 20 per 
cent? A.—I have not considered that. 


Q.—That is the way in which the 
ADE es reach the subordinate courts? 

Yes. 

Q.—Is there any other source of 
revenue for the High Court? A.—The 
taxation. : 

Q.—Is that taxation per capita or 
per subordinate court? A.—Per cap- 
ita. 

Q.—Upon the subordinate court? A. 
—Of the membership under its juris- 
diction. 

Q.—That is per capita of the Or- 
der? A:-—Yes. 


Q.—That is an additional power to 
tax superadded to the power to tax 
sa the subordinate court has? A.— 

es. 

Q.—And is there a constitutional 
limit upon that? A.—yYes, I think 
it is one dollar a member. 

Q.—If you have twelve or fifteen 
thousand members within the. juris- 
diction of a High Court you may raise 
by this capitation tax twelve or fifteen 
thousand dollars? A.—Certainly. 
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Q.—Do they go to the limit? A.— 
Very few. 

Q.—They fix the amounts keeping 
within the dollar per head? A.—Yes. 

Q.—What regulates the fixing of the 
capitation tax for the High Court? 
Nae Finance Committee is appoint- 
ed. 
_ Q.—What. considerations affect the 
judgment of the High Court in fixing 
the capitation tax? A.—A Finance 
Committee is appointed, and they esti- 
mate the probable expenses of the High 
Court during the year, and they esti- 
mate the probable revenue from the 
sale of supplies and other sources, if 
there be any, and then levy the tax 
to cover the estimated cost of the High 
Court expenses. 

Q.—So as to supplement the fund at 
their disposal and cover expenses? A. 
—That is right. 


_ Q.—That estimating is done yearly, 
is it? A.—At every session of the 
High Court the Finance Committee do 
that and submit their report to the 
High Court. 


_ Q.—This is of course only a difficulty 
in detail, and probably does not exist; 
take your court that only meets every 
three years, will it estimate for the 
whole three years? A.—Certainly. 


Q.—<And its power will be three cap- 
itation taxes of one dollar each? A.— 
Well no, not a dollar each; some of 
the High Courts only collect about 25 
cents per capita. 

Q.—But they have the power? A.— 

es. 

Q.—When they make their assess- 
ments they can estimate on three capi- 
tation taxes? A.—Yes. 

Q.—You said after estimating the 
profits from supplies and other sources 
of revenue, if any, what other sources 
of revenue have you in mind, the High 
Court? A.—I do not think they have 
anv other. 

Q.—They have not an initiation, I 
suppose? A.—No. 

Q.—They do not receive the insur- 
ance moneys or anything of that kind? 
A.—No; I am reminded there are the 
charter fees. The charter fees of the 
subordinate court instituted within its 
jurisdiction. 

Q.—Is there a charter fee to the 
Supreme Court as well as to the High 
Court when a snbordinate court is— 
A.—No, unless the Supreme Court in- 
stitutes the subordinate court then it 
pays a royalty to the High Court in 
whose jurisdiction it institutes the 
subordinate court that is another 
source of revenue. 
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Q.—lIs there concurrent jurisdiction 
in the Supreme Court and the High 
Court within the area covered by the 
High Court territory to establish 
courts? A.—Yes. 

Q.—Concurrent jurisdiction? A.— 
Yes, to extend the Order the Supreme 
Court has jurisdiction everywhere, and 
of course in High Court jurisdiction 
it has concurrent jurisdiction with the 
High Court. 

Q.—What is the charter fee? A.— 
$100. 

Q.—And is that uniform throughout 
the whole world? A—.Yes. The As- 
sistant informed me that it is now 
only one dollar a member. 

Q.—Probably you should not be ex- 
pected to take note of such a trifling 
discrepancy as that, perhaps most of 
your lodges have 100 members? A.— 
Many of them have, but not at the 
inception ; it is a recent modification of 
the law. 

Q.—That is made no doubt for the 
purpose of building up the Order? A. 
—Cheapening the amount in order to 
meet competition. 

Q.—Is there any other sort of rev- 
enue to the High Court that you think 
of? A.—I think not. 


Q.—What class of expenditure falls 
within the ambit of the Supreme 


: Court? A.—First, out-of-pocket ex- 


penses of the delegates in attending 
the High Court; and then the pay- 
ment of salaries of any of its officers, 
the payment of the expenses of its 
officers to travel on the business of 
the High Court, and the payment of 
the expenses connected with the High 
Court, annual or biennial or triennial 
meeting, and the payment of its or- 
ganizing officers, because some of the 
High Courts have organizing officers 
and help us in that way to spread 
the Order. 

Q.—That is officers other than the 
ordinary officers that fall within that 
term ? A.—We do not call them 
officers. we call them organizers. 

Q.—Tell me what their work is? A. 
—Thev travel about getting member- 
ship. help the existing court people 
build up its court bv getting new 
members, and organizing new courts. 

Q.—Is the organizer always sent 
out by the High Court. or does the 
Supreme Court also send out organ- 
izers ? A.—Oh no, the Supreme 
Court I think does more of that kind 
of work than the High Courts, but 
some High Courts help very mater- 
ially. 
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Q.—You have told me in the case 
of the subordinate court, in the case 
of the High Court what officers are 
under salary apart from the organ- 
izersP A.—Generally the High Chief 
Ranger is given not a salary but a 
donation or gift at the end of his 
term. 

Q.—A sort of ‘bonus? A.—The 
High Treasurer gets a small salary, 
and the High Secretary is the largest 
salaried officer in the High Courts. 

Q.—I suppose the salaries of your 
High Court Secretaries are not uni- 
form? A.—No, and not much ag a 
rule. 

Q.—How is the representation from 
the High Court and Supreme Court 
governed? A.—The representation 
is that the High Court elects the 
number of representatives which ac- 
cording to the constitution they are 
entitled to have in the Supreme 
Court. 

Q.—And what is the constitutional 
regulation of number? A.—The Sup- 
reme Court is limited to 210 members, 
and then after taking out its officers 
the balance is apportioned according 
to the membership in the High Courts 
at the time this apportionment is 
made. 

Q.—That determination is made by 
the Supreme Court? A.—yYes, and 
each High Court however is entitled 
to one, where its numbers be away 
below the unit called for by the num- 
bers in the Order, it must have at 
least one, and then as many more as 
its numbers entitle it to. 


Q.—I suppose there is a notifica- 
tion of some sort given by the Sup- 
reme Body to the High Body, ‘‘You 
are entitled to elect so many of the 
representatives for the approaching 
meeting according to the constitu- 
LOD bay aA ay as: 

Qm—And “then #thate, High Court 
elects the number? A.—At its next 
meeting it elects that number. 


Q.—That is done I suppose shortly 
before? A.—Just as near as possible 
to the Supreme Court meeting. The 
unit I think is fixed in January prior 
to the meeting of the Supreme Court 
which is usually in August, so that 
the High Court have ample time to 
elect their representatives. 


Q.—As the Supreme Court is not 
in session at the time the fixing takes 
place it must be done by some officer 
of the Supreme Court? A.—By the 
Executive. 

Q.—Who are the Executive Officers 
of the Supreme Court? A.—The 
Supreme Chief Ranger, the Past Su- 
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preme Chief Ranger, the Supreme 
Vice Chief Ranger, Supreme Secre- 
tary, Supreme Treasurer, Supreme 
Medical Officer, and the Supreme 
Counsellor. 

Q.—Meaning an advocate? A.— 
Yes. 

Q.—You have centri Committees 
or Sub-bodies in the Supreme body, 
have your? A.—Just such bodies as 


‘may be created by the Supreme 


Court— 

Q.—For instance you have an Ex- 
ecutive Committee, or is it a Coun- 
cilP A.—An Executive Council we 
call it, but they may create sub-com- 
mittees simply to facilitate the trans- 
action of business, a sub-committee 
from among themselves. 

Q.—What such Executive Bodies 
have you had in the Supreme body 
of recent years? A.—I think about 
the only bodies we have had has been 
the Loaning Board to deal with our 
investments. 


Q.—For instance, what is the con- 
stitution of the» body which holds 
what are called Executive meetings? 
A.—That is the Executive Council. 

Q.—Composed of the officers whom 
you have mentioned? A.—yYes, the 
seven officers. 

Q.—Then there is a sub-body known 
as the Loaning Board? A.—Yes, out 
of the then Executive Council. 

Q.—How many members are there 

of that? A.—I think there have been 
four as a rule. 
- Q.—What four? A.—Chiefly resi- 
dents in Toronto, members of the Ex- 
ecutive Council. Latterly Mr. Steven- 
son has been specifically mentioned as 
a member of that Board, because it 
might be taken that he was not a 
resident of Toronto. 

Q.—And the minutes which are 
found in what are called the Mort- 
gage Minute Book are the minutes 
of the Loaning Board? A.—Yes, the 
action of the Loaning Board. 


Q.—Your great financial scheme, 
because it is a great financial scheme, 
your great financial scheme is under 
the control of the Supreme Court? 
A.—Under the control of the Execu- 
tive Council. 

Q.—The Executive Council is re- 
sponsible to the Supreme Court? A. 
—Yes. 

Q.—I want to get the financial 
work which falls within the jurisdic- 
tion of the Supreme Court. What 
are the sources of revenue, using the 
word in the broadest sense, over 
which the Supreme Court has con- 
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trol? A.—First of all will be the 
Supreme rate paid for the benefit in- 
surance, sick and other benefits. Next 
will be the charter fees of the courts 
which it institutes, and the extension 
of the Order tax of its members. 

Q.—When you say of its members 
you mean? <A.—The whole member- 
ship, and the tax of one cent per mem- 
ber of the whole membership for the 
Orphans’ Home, and the registration 
and certificate fees of new members 
coming in. ‘ 

Q.—These are fees paid by the sub- 
ordinate courts, are they? A.—No, 
by the applicant himself. 

Q.—Are they paid by the applicant 
ae to the Supreme Court? A. 
—Yes. 

Q.—That is the applicant for the 
membership has to pay first to the 
subordinate court? A.—Pays the in- 
itiation fee to the subordinate court 
to join. Pays the certificate and 
registration fee to the Supreme Court. 

Q.—Are these substantially the only 
sources of revenue of the Supreme 
Court? A.—That is all, and 5 per 
cent. of the Mortuary Fund, whatever 
it receives. We take 5 per cent. for 
Management Expenses. 

Q.—But you have given me that in- 
cluded in the premium rates, have you 
not? A.—Oh yes, sure. 

Q.—The greater includes the less? 
A.—Yes. 

Q.—You haveegiven me the whole 
and then we will divide it up later? 
Ao Y OSs 

Q.—I want to take those up in a 
little different order from that which 
you have given us; in the first place 
there are the registration and certi- 
ficate fees of the joining members? A. 
—Yes, which I may say is frequently 
remitted, and while the dispensation 
remitting these is in existence the 
registration and certificate fees are 
not exacted. 

Q.—Under what circumstances does 
remission take place, what are the 
grounds for remission? A.—Simply 
to facilitate the securing of new mem- 
bers; competition is getting keener 
and keener every year. 

Q.—And you have to give a mem- 
ber some consideration for joining? 
A.—Rather to meet other societies 
who throw off all fees. 

MR. KENT: Rebates? 

MR. SHEPLEY: Rebates in anoth- 
er guise. 

A.—I do not think it can be called 
a rebate in any sense of the term. 

Q.—What you do is to forgive the 
fee, the registration and certificate 
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fee? A.—Yes, for a limited time 
with us. 

Q.—When you say for a limited time 
what do you mean? A.—Generally I 
grant a dispensation from say first 
October to first January, make a spe- 
cial effort. 

Q.—So as to build up the member- 
ship during the latter part of the 
year? A.—Yes. 

Q.—Has there been any more ex- 
tensive remission than that? A.—No. 

Q.—When you make a remission you 
make it all over, or only in certain 
jurisdictions? A.—AIl over, and per- 
mit subordinate courts to avail them- 
selves of it just as they see fit. 

Q.—That is if the subordinate court 
does not desire to have the advantage 
of the remission it does not need to 
take it? A.—No, and we have a num- 
ber, of course, who say they do just 
as well without these remissions, and 
they do not avail themselves of it. 

Q.—What is the registration fee 
and what is the certificate fee, or are 
they one fee instead of two? A.— 
Two: the registration fee is for the 
trouble of entering them in our books, 
supposed to be. 

Q.—How much is it? A.—$1, and 
the other is for the policy and other 
papers they get, certificate of mem- 
bership. 

Q.—How much is that? A.—$1. 

Oe Are. | these rates uniform 
throughout the world? A.—Yes. 

Q.—You either throw those off or 
else exact them in full? A.—Yes. 

Q.—That is one source of income; 
then you have charter fees; do you 
get charter fees from the High Court 
as well as from the subordinate 
courts? A.—Yes, and from the Royal 
Foresters, Encampment of Royal 
Foresters. 

Q.—What is that? A.—It is more 
ornamental than anything else, than 
useful, excepting as an advertising 
card. , : 

Q.—Is it an occasion for wearing 
the best regalia in the world? A.— 
That is right. 

Q.—Tell me about the Royal En- 
campment, what constitutional stat- 
us has that body? A.—It is Just a 
uniformed rank to compete with the 
other organizations who have such 
bodies. 

Q.—Like the Knights of Pythias? 
A.—Yes, and the Oddfellows and the 
Knight Templars and Masons. 

Q.—You say people attach them- 
selves to this body; are they elected 
by somebody? A.—yYes, they are elec- 
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ted by the Encampment itself; in the 
first place a charter is granted by the 
Supreme Court to 
Q.—A nucleus? A.—Yes. 
Q.—And are they all created knights 
of this order, whatever it may be? 
A.—Yes. 


Q.—And then that body may itself 
increase itself? A.—Then they take 
charge of their domestic concerns and 
regulate the terms of admission and 
all that sort of thing and they elect— 

Q@.—And I sunvose there are con- 
stitutional limitations against their 
interfering with each other’s terri- 
tory? A.—Yes. 

Q.—There is a constitutional pro- 
vision made for all these details? A. 
Yes, and the benefit of the order is the 
enormous advertisement it gets when- 
ever these chaps come out with their 
fine regalia. 

Q.—And then the satisfaction of 
appearing in a uniform? A.—Well, 
there is with some men a great deal 
of satisfaction with that sort of busi- 
ness, and you can count me among 
them. 

Q.—The Royal Encampment pays 
for a charter also? A.—Yes. 

(¥.—And does it pay any. other fees 
to the Supreme Body? A.—I do not 
think so. 

Q.—I think I was asking you, and 
I dare say you answered it, but 
when you spoke about the uniformed 
encampment you got me away from 
it; the High Court pays for charters 
to the Supreme Court body as well 
as the subordinate body? A.—Yes. 

Q.—What is the High Court char- 
ter feeP A.—$200. 

Q.—Is that uniform? A.—Yes. 

Q.—What is the Royal Encampment 
charter, fee? A.—$200. 


Q.—The Order Extension Fund, 
tell me about that? A.—It is a con- 
solidation of all the taxes we used to 
levy in order not to annoy our mem- 
bership by having two or three taxes 
to pay, and we call it the extension 
of the order tax. 

Q.—What were the old taxes whose 
place it took? A.—The capitation 
tax for one, and then a tax for the 
subscrintion to The Forester. 

Q.—That is the official organ? A. 
—Yes, and we called all these taxa- 
tions the extension of the order tax, 
and it is used chiefly for the purpose 
of extending the order. Of course we 
use it also to pay the publication of 
The Forester out of it. 

Q.—I should not wonder, because 
you expend a great deal more than 
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that tax for the extension of the 
order? A.—We have, and I would 
like to do it again. 

Q.—What is the tax in figures, dol- 
lars and cents? A.—lIt is graded. 

MR. HARPER: Five cents a month 
for each member holding $500 of in- 
surance; ten cents for each holding 
$1,000; 15 cents for each holding 
$2,000; 20 cents for each one holding 
$3,000; 25 cents for each one holding 
$4,000; 30 cents for each one holding 
$5,000. 

Q.—It is regulated then by the 
amount of insurance benefit which the 
member is carrying? 

WITNESS: Yes. 

Q.—Is that paid monthly? A.-— 
Yes. . 

Q.—Remitted to whom? A.—To the 
Supreme Treasurer. 

Q.—Remitted by the member or by 
the court? A.—By the subordinate 
court. 

Q.—The subordinate court— <A.— 
Collects from all its members and 
sends it in one lump sum—— 

Q.—Of course with a list of those 
who have paid? A.—Yes. 

Q.—Let me ask you here does an 
assessment to pay that tax militate 
against the validity of the insurance 
benefits? A.—Suspends the member 
from the order; failure to pay any 
liabilities to the Supreme Court sus- 
pends him from the order. 

Q.—That is the extension of the 
order tax; now the other source of 
revenue, was there any other besides 
the premium rate that I have not 
asked you particularly about? A.— 
No, we have mentioned the charter 
fees. 

(.—Yes, and the extension of the 
order tax, and there was one other, 
I think we have them all. Now about 
yeur premiums, who fixes your 
premiums? A.—The Supreme Court. 

Q.—The Supreme Court or ‘the 
Executive? A.—They generally re- 
commend to the Supreme Court what 
t)» do and they generally do it. 

Q.—The Supreme Court pretty 
generally does what the Executive 
recommend? A.—I never recommend 
anything except what I think is 
right. 

Q.—The Supreme Court then, is 
constitutionally charged with the fix- 
ing’ of your premiums whatever they 
mav be? A.—Yes, sir. 

Q.—Have you made substantial 
alterations in your premiums of re- 
cent yearsP A.—Yes and no; we in- 
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creased the rate in 1898 which came 
into effect on the lst January, 189%. 

Q.—That is the yes part of it, what 
is the no part of it? A.—You said 
substantially. 

Q.—I might have left out the word 
substantial? A.—Yes. 

Q.—What was the increase, was it 
by a percentage? A.—No. The way 
we calculated was to take a man’s 
expectation of life at age of entry 
and compute that at 4 per cent., and 
the amount that was required to pro- 
duce $1,000 at his expectation of life 
was fixed as the new premium rate, 
and all through the ages of the table 
the same rule was applied. 

Q@.—Let me see if I have got that 
so that I can understand you; what 
you did was to take a man’s expec- 
tation of life at the time he entered 
the order? A.—Yes. 


Q.—And fix upon him such prem- 
ium as you calculated would, if in- 
vested during the expectation at 4 
per cent., produce the $1,000? A.— 
Yes, after deducting 5 per cent. for 
expenses. 

Q.—I was just going to ask you 
whether you added to that the 5 per 
cent. for expensesP A.—No, we de- 
ducted in making the calculation, so 
that the net premium would produce 
the thousand dollars, 

Q.—That you started to do in 1898? 
A.-—Yes. 

Q.—And that perhaps had some 
logical connection with your legisla- 
tion that you were getting from the 
Dominion about that time? A.—No, 
it had no connection wifh it, it was 
another matter entirely, 


Q.—I do not want to go into any- 
thing that is controversial at this 
stage of the examination; before that 
how were your premium rates arrived 
at? A.—Practically on the premium 
rates adopted at the reorganization 
of the order in 1881. 

Q.—What do you mean by the re- 
organization, because that you have 
not told me about? A.—You did not 
ask me the question. The reorgani- 
zation was because the old manage- 
ment had practically ruined the 
order, in fact we were reduced in 
Canada: to 369 members; defalcation 
had taken place by the Supreme 
- Treasurer, and other matters were 
mismanaged, and finally the Ameri- 
can Supreme Court at its session in 
June, 1881, resolved to change the 
name of the order to the United 
Order of Foresters, and when we met 
the High Court we recommended that 
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we do not give up the old order. It 
was incorporated by the Provincial 
Act and our name had been identified 
with the order and we resolved to try 
and revive, and re-constitute the 
Supreme Court. 

Q.—Get the sap going in the old 
trunk? A.—Yes; reconstituted the 
Supreme Court from which the pre- 
sent organization dates. 

Q.—You have been independent of 
the United States order before itP A. 
—No, a small section of us stuck to 
the Supreme Court of the United 
States up to that time. 


Q.—A small section of you? A.— 
In Canada; the secession of the Can- 
adian order took place in 1879. 


Q.—I had forgotten for a moment 
the secession of the Canadian order? 
A.—And left only 196 of us. 


Q.—Left only the old Independent 
Order still adhering to its allegiance 
to the American order? A.—Yes. 


Q.—In 1887 you claim your inde- 
pendence? A.—Yes, from the United 
States Supreme Court. At its re-or- 
ganization a few of us got together 
and said we ought to reorganize this 
on the plan of its being a permanent 
institution, and we ought to adopt 
such rates as would give promise to 
last, and finally we resolved to take 
the combined experience table, I 
think it was, and take its rates of 
cost of risk at first entrance and adopt 
it as the premium rates of the re- 
organized order. With slight modifi- 
cations in the older ages hardly af- 
fecting the premium rates we contin- 
ued those rates until we changed in 
1898 and built up the order. In 
1889 we thought we were strong 
enough to be entitled to incorpora- 
tion by the Dominion Parliament. 
The question was being raised, we be- 
ing .an Ontario Corporation that we 
might be hindered in our work in 
the other provinces. 


Q.—I am not quite ready for that, 
if you do not mind my stopping you 
just there, I want to have your evi- 
dence upon the history of the Order 
presented in a certain order? A.— 
It does not matter to me in what or- 
der, just whatever you wish. 


Q.—There was this re-organization 
which settled your rates for the per- 
iod as it turned out from 1881 down 
to 1899? A.—Yes, with slight modifi- 
cation, as I have just said, in a few 
of the older ages, 50 and upwards. 

Q.—But that did not substantially 
affect it? A.—No. 
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Q.—Commencing with 1899 your 
rates were fixed in the way you have 
told me, and they have continued so 
since? A.—Yes, I ought to say to 
you now, I think, that the underly- 
ing principle was to get for our mem- 
bership the insurance benefit at ad- 
solute cost; we did not know what it 
was, and we set out to find that. 

Q.—We will probably know whether 
you have found it when we are 
through with this? A.—I will try 
and give you the information. 

Q.—What did you do with the pre- 
mium rate when you collected it, what 
was your course with regard to it? 
A.—Banked it and pay out of that— 

Q.—Did you enter it up under dif- 
ferent headings? A.—No, not at first. 

Q.—Did you take money out of it 
in any shape, for instance, your ex- 
pense fund, what funds did you create 
in other words? A.—We took five per 
cent. out of these rates, however, away 
back 

Q.—When you say you took it out 
what did you do, did you start an 
account? A.—We had to give an ac- 
count of it at the Supreme Court. 

Q.—Did you start an expense ac- 
count in your books? A.—WNo. 

Q.—Carrying five per cent. of your 
premium collections to this account? 
A.—I presume there was ,there must 
have been. ; 

Q.—Perhaps you do not feel famil- 
iar enough with the bookkeeping to 
say how that was? A.—Oh, I think 
there must have been; I thought you 
were referring to the bank account, 
but in our own books all these are 
shown right from away back. 

Q.—Under what headings were your 
funds ranged? A.—I should imagine 
it would be the mortuary fund, the 
general fund, the sick and funeral 
benefit fund. 

Q.—And contingent fund? A.—No, 
that is a recent creation. 

Q.—Those were the funds, the mor- 
tuary fund, the sick benefit fund—P 
A.—yYes, and the general fund. 

Q.—What was the purpose of the 
mortuary fund, what purpose was it 
supposed to serve? A.—To pay the 
benefits accruing in the insurance de- 
partment. 

Q.—That is life insurance benefit? 
A.—The life and total and permanent 
disability benefit. 

Q.—What was your total and per- 
manent disability benefit, what was 
your scheme in regard to that? A.— 
In the older societies no provision was 
made for a brother who became total- 
ly disabled to carry on his insurance, 
and we thought that was not frater- 
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nal, and we created this benefit in 
order that when a member became 
totally and permanently disabled in- 
stead of his wife carrying his insur- 
ance the whole order should join and 
carry the insurance, and _ therefore 
the man was relieved entirely from 
paying any further taxation. 

Q.—Even although he had not ar- 
rived at the expectation of life? A. 
—Whatever time the disability occur- 
red he was entitled to this relief. 

Q.—That is the Order would make 
good the premiums between the occur- 
rence of the disability and the expec- 
tation of life? A.—Yes, that is right. 

Q.—And that was, of course, dealt 
with as a matter of finance out of 
your mortuary fund? A.—Yes. 

Q.—But the primary purpose of the 
mortuary fund was, of course, to pro- 
vide for the insurance? A.—And the 
other benefits; we regarded the total 
and permanent disability fund as part 
of the insurance. 

Q.—As a part of the benefits you 
were insuring by your policy or cer- 
tificate? A.—Of course, whenever a 
man died the amount paid to him in 
the total disability was deducted from 
his policy. 

Q.—When you say the amount paid 
to him did you make payments to_him 
before his death in addition to car- 
rying his insurance for him? A.— 
Yes, we paid one-half of the face of 
his policy and freed him from all 
taxation. 

Q.—And then the other half went 
to his representatives on his death? 
A.—That is right. 

Q.—The Sick and Benevolent Fund 
out of what was that provided? A. 
—It is a special separate tax for that 
fund. 

Q.—What tax was that? A.—Pre- 
mium rates; my recollection is, that 
we charge at 18 years of age to-day 
forty cents a month for that benefit. 

Q.—Is that added to the premium 
the life insurer pays? A.—It is a 
wholly separate affair, and only those 
that wanted that benefit were obliged 
t>» take it. You can come into the 
order and take only our insurance 
benefit and not bother with the sick 
benefit at all. 

Q.—Or could. take the sick benefit 
and not take the insurance? A.—You 
had to take some insurance. 

Q.—You had to take some insur 
ance in order to entitle you to come 
in on the other benevolent fund? A. 
—Yes, but the sick benefit was op- 
tional to the member. 
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Q.—Was there a limit upon the 
amount you warranted in case of 
sickness or for funerals? A.—Yes. 

Q.—What was the limitP A.—In 
the olden days I think it was $3.00 
a week; at present it is $3.00 a week 
for the first two weeks, and $5.00 a 
week after that for the next ten 
weeks, and then if there was a special 
grant it had to be specially consid- 
ered and allowed; $3.00 a week for 
another period of twelve weeks, the 
benefit going on twenty-four weeks 
in all, 

Q.—But as to twelve of the weeks 
it was optional with the executive, I 
suppose, I mean to say how they 
would deal with any particular case? 
A.—Of the further application of the 
twelve weeks. ; 

Q.—In other words, the forty cents 
per month, whatever the payment 
was, did not absolutely entitle the 
person who paid it to more than 
twelve weeks? A.—No, but in every 
instance where it was a genuine claim 
it was allowed and paid. It was 
only to protect the funds against 
members who soldiered. 

Q.—Was that part of your benevo- 
lent enterprise financially advant- 
ageous to you? A.—Oh, yes. 

Q.—You made money out of that? 
A.—Oh, yes 

Q.—Well then, the general fund, 
what was that? That was, I suppose, 
the expense fund? A.—The general 
fund was as you see, the amount 
allowed tor management expenses and 
placed under the control of the execu- 
tive. ; 

Q.—What got into that besides the 
5 per cent. of the mortuary fund? 
A.—The: extension of the order tax, 
charter fees, the registration certifi- 
cate fees, the profit from the sale of 
supplies. Those are the chief items. 


Q.—I do not remember any other, 
but I happen to remember the fund 
you told me about before, which for 
the moment I had forgotten to ask 
you about. That was the trifling con- 
tribution that was asked towards the 
Orphans’ Home? A.—That does not’ 
come in, 

Q.—That does not come in to the 
general fund? <A.—WNo. 

Q.—But when you told me that as 
a source of revenue, and I was get- 
ting them more in detail, I omitted 
to call your attention to that. I 
want you to tell me more about that? 
A.—The Orphans’ Home tax is used— 

Q.—In the first place what is the 
Orphans’ Home? A.—It is an insti- 
tution located at Foresters’ Island, 
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at which the orphans of deceased For- 
esters are to be maintained, clothed, 
fed and educated, and this tax is 
sclely for the maintenance of that 
home, 

Q.—And what is the tax? A.—One 
cent a month per member, 


_ Q.—That is applicable all over the 
jurisdiction, or only in this country? 
A.—Oh, all over. 


Q.—That is the member in India or 
Australia pays for the maintenance of 
the Orphans’ Home at Foresters’ 
IslandP A.—yYes. 


Q.—Foresters’ Island is where? A. 
—Near Deseronto, 


Q.—In the Thousand Islands? A. 
—No, in the Bay of Quinte. 

Q.—Now, I will not ask you more 
about that just now, because I shall 
have to go more particularly into 
your transaction in respect of the 
home at a later stage. Then will-you 
be good enough to tell me what are 
the principal sources of outgo or the 
principal items of outgo in connec- 
tion with your general fund? A.—The 
salaries of the officers and employees, 
and the organizing work, I think, are 
the largest items. 


Q.—The salaries and the organ- 
izing expenses? A.—Yes. 

Q.—That has a very familiar ring 
to it. I think most of us here have 
heard about that before? A.—And of 
course the publication of ‘‘The For- 
ester’? was quite an item. 


Q.—You have a pretty heavy salary 
list, which we will deal with a little 
more in detail; and your organiza- 
tion expenses have been enormous; is 
that too’ strong a word? <A.—No, it 
is not too strong a word; and our 
order is getting enormous, 


Q.—Then you commenced working 
on your organization—I will go back 
only to the date of your reorganiza- 
tion; you reorganized and were work- 
ing after your reorganization under 
your Ontario certificate? A.—Oh, 
just for a few days. 


Q.—In 1881? A.—We got a license 
under section 40, I think, the Benevo- 
lent Society’s Act. 

Q.—I say that after your reorgani- 
zation, down to the time you got a 
Dominion statute, you worked under 
the Ontario Act? A.—Oh, no; we 
got a license also from the Dominion. 

Q.—But not so early as that. You 
did not get your license as early as 
1881? A.—I think so. It wes on 
the 21st July, 1881. 
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MR. HUNTER: It was a certifi- 
cate of registration under the old Act 
of 1870. 

WITNESS: We were speaking of 
the Ontario matter as a license, and 
this is of the same character. 

MR. SHEPLEY: No, I called it a 
certificate, but that is not the correct 
name for it? A.—We got ‘a certifi- 
cate authorizing us to work in the 
Dominion, from the Dominion Gov- 


ernment, immediately after the re- 


organization, I think it was the 21st, 
or 22nd, or 28rd July 1881. 

Q.—Then you did not abandon your 
Ontario certificate at allP A.—No. 

Q.—And I suppose you can tell me 
—I am not complaining at all, be- 
cause no doubt this information was 
intended to be complete and accurate, 
but I have not been told in the 
answers that have been given me of 
that Dominion certificate? A.—I do 
not think it was ever thought of or 
referred to amongst us ourselves. 

Q.—I am not blaming anybody, but 
1 shall ‘have: to, ask: about it. A.— 
That is right. I shall give you the 
information, but that would account 
for its not having been sent to you. 

MR. SHEPLEY: You will perhaps 
have somebody see that I get a little 
more information about that Domin- 
ion certificate. 

MR. HUNTER: He is referring to 
the certificate of registration under 
the old exemption statute. 

MR. SHEPLEY: I can get the in- 
formation about that later on, but 
there is no use asking questions about 
it till I understand it. 

WITNESS: We never did refer to 
it ourselves. 

Q.—At all events you had the certi- 
ficate under the Benevolent, Provi- 
dent and other societies Act of the 
Province of Ontario? A.—Yes. 

Q.—That provides for the incor- 
poration of any five or more persons 
of full age for any benevolent fr 
provident purpose, or for any other 
purpose not illegal, save and except 
the purpose of trade and _ business, 
and so on, and a declaration is pro- 
duced to a Judge and he issues a 
certificate under it? A.—Yes. 


Q.—And that was the class of certi- 
ficate that you held? A.—Yes. 

Q.—Had vou availed yourselves in 
anv way of the provisions of this Act 
enabline vour branches also to be 
certificated? A.—No, I do not think 
so 

Q.—There was just the regis- 
tration of your Supreme Court 
or the declaration and _ certificate? 
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A.—No, the Provincial Act was the 
High Court of Ontario. The original 
Act was 1878, and the other was the 
High Court of Ontario. 

Q.—There was a declaration, and 
incorporation of the Supreme Court 
under the Ontario Statute in 1881? 
A.—Yes. 

Q.—What were the disadvantages 
under which you found the Order to 
labor while it was operating under 
these certificates or the certificate? 
A.—Well, we never actually experi- 
enced any difficulty, but it was sug- 
gested to us by lawyers that as we 
were growing so fast in the other pro- 
vinces it would be well to secure a 


: Dominion authority. 


Q.—Because of your extension into 
other provinces? A.—Yes. 

Q.—Then you had while operating 
under the Ontario certificate extend- 
ed into the other provinces, and also 
had extended into the United States, 
had you not? A.—Oh yes. 

Q.—Anywhere else? A.—No. 

Q.—And you say you had grown 
very considerably? A.—Yes. 

Q.—Had you experienced, or did 
vou anticipate any difficulty under 
the Ontario law by reason of the re- 
strictions upon your holding of real 
estate? A.—No. 

Q.—You had not found any trouble 
arising upon that? A.—We had not 
any real estate to bother us. 

Q.—You did not anticipate having 
any? A.—Well, I would not say that. 
T anticipated a great many things 
in those early days that the Order 
might have in the future. 

Q.—But it was not so imminent as 
to cause you any embarrassment? A. 
—No, 

Q.—Not even by anticipation? A. 
—No. 

Q.—Then may I ask you about the 
other side of the question. Had you 
any difficulty by reason of the re- 
strictions upon your powers of invest- 
ment under the Ontario Act? A.— 
None whatever. We had not any- 
thing to invest in those davs. 

Q.—I am speaking now about the 
period say from 1881 to 1890 or 1892 
or 1893. Durine all that time you 
were growing. and you had funds of 
course? A.—Yes, but T do not think 
we thought of it. and I do not think 
anvbodv bothered us. , 

Q.—I suppose you were investing 
as the Ontario Act permitted you to 
invest, and finding out you could in- 


vest all your funds satisfactorily with- 


out straying outside the permitted 
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field? A.—My impression is that we 
invested without thought of any- 
body’s authority; when we got the 
money to invest we loaned it and 
made some interest on it. 


Q.—What you had a right to do 
apparently under one of those sec- 
tions was to invest in public securi- 
ties, municipal debentures, or other 
approved securities, not including 
mortgages on landP A.—Yes, I re- 
member that now. 

Q..—Were you investing in mort- 
gagesP A.—No, we invested in every 
other thing until we got power. 

Q.—You restricted your investments 
to the investments which the statute 
prescribes? A.—Yes. 

Q.—And you had no difficulty at 
all in investing all the funds you had 
to invest? A.—No. . 


Q.—So that that was not one of 
the reasons why you locked forward 
bo. eetying Dominion authority? A. 
—No. 

Q.—How long had you in your 
mind the obtaining of Dominion 
authority before you approached Par- 
lament upon the subject? A.—A 
very short time. We came to the 
conclusion that to get Dominion 
authority would give us a_ prestige 
in the fraternal world. 


Q.—And you lost no time? A.— 
And we took steps right away to get 
what we call the first Dominion Act 
passed through Parliament. 


Q.—Did you have difficulty in get- 
ting the legislation at Ottawa that 
yor desired, or do you remember? A. 
—Yes, I remember distinctly. Yes 
and no again would be my answer. 


Q.—You had difficulty, but you sur- 
mounted it? A.—Difficulty in this 
way; that the proposition was oppos- 
ed most fiercely by the old line com- 
panies or the Commercia] Insurance 
Companies. 


Q.—When you say Commercial In- 
surance’ Companies you mean— 
—The Confederation Life and so on, 
and the financial papers under their 
control wrote articles against us, 
fierce attacks. 


Q.—I was not thinking so much of 
that opposition. Did you have diffi- 
culty with the powers? A.—No sir. 
There was some opposition. 

Q.—Was the Insurance Depart- 
ment favorable? A.—Very much ad- 
verse to it. 

Q.—That was what I was trying to 
get at. I do not care so much about 
the other opposition? A.—Oh they 
were fierce in opposition. 
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Q.—The Insurance Department did 
not approve of the legislation you 
were seeking? A.—No. 

Q.—I do not want to have it any 
other way than just as it is. You 
used the word ‘‘fierceP’? A.—Yes. 

Q.—The strongest possible repre- 
sentations were made against the pol- 
icy that your legislation would in- 
volveP? A.—Yes. 4 

Q.—And from the insurance stand- 
point as it presented itself to the De- 
partment? A.—Possibly. 

Q.—You say that with a reserva- 
tionP A.—I do. I do not think they 
had any reason to oppose us. 


Q.—But there may have been room 
for two opinions? A.—I do not know. 

Q.—What was the ostensible ground 
of opposition? A.—Inadequacy of our 
rates. 

Q.—If that ground existed it was 
not a fictitious or a factious opposi- 
tion at all was it? A.—No, but it 
did not exist. 

Q.—It did not exist? A.—Certain- 
ly not. 

Q.—You changed your rates short- 
ly afterwards? A.—Certainly. 

Q.—You changed your rates just 
about that time? A.—Oh no. 

MR. HUNTER: Nine years after- 
wards. , 

MR. SHEPLEY: You are quite 
right. 

WITNESS: We accumulated two 
millions of a surplus under these in 
adequate rates. 

Q.—I do not want to go into that 
just at this stage, so that we will 
deal with this other matter? <A.— 
All right sir. 

Q.—Do you remember whether the 
Bill you introduced went through in 
the form in which it was introduced 
or whether there were amendments? 
A.—No, it did not. 

Q,—There were amendments? A.— 
Yes. We asked in the original bill, 
if my memory serves me, for power 
to deposit funds with the Govern- 
ment, and to have our operations 1n- 
spected by the Government. Those 
had to be stricken out before the Bill 
could go through. 


Q.—This document is given to me 
as a copy of the Bill as it was intro- 
duced. Who had charge of the Bill 
as originally introduced, what mem- 
ber? A.—He is Judge Jamieson now. 

Q.—Where is he? A.—In Guelph. 
He was member of Parliament for 
Almonte. 

Q.—Let us look at the Bill as you 
introduced it? The preamble of the 
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Bill is that ‘‘Whereas the persons 
hereinafter named have by their peti- 
tion prayed to be incorporated under 
the name of the Supreme Court of 
the Independent Foresters,’’ and s0 
on. Then a great number of names 
are given, commencing with your 
own name. (Reads from Bill which 
will be found in Exhibit 33.) 

Q.—Did you get that power do you 
recollect—the power to enable your 
subordinate and High Court and your 
royal encampments to become incor- 
porated P 


MR. HUNTER: Yes, that stands. 


MR. SHEPLEY: Q.—Then I see 
you were limited as to the real property 
which you might hold in this way: 
“The value of the real property which 
the society or any branch thereof may 
hold shall not exceed in the case of 
the society $100,000, and in the case 
of any branch $25,000, but in towns 
having less than 6,000 inhabitants the 
value of such property in the case 
of any one branch shall not exceed 
$5,000, and the society may by by-law 
determine the manner in which such 
real estate may be held,’’? and _ so on. 
Did that pass in those terms? 


MR. HUNTER: Yes. 
MR. SHEPLEY: Then there is a 


provision as to what property is to 
be liable for the debts and engage- 
ments of each branch, and then there 
is a provision as to investments: ‘‘The 
surplus funds of the society shall be 
invested on mortgages which are a 
first charge.’’ (Reads section.) Then 
on dissolution the property of any 
branch is to be vested in the society. 
Then comes section 8 which seems to 
have caused some discussion, and 
seems to require some explanation: 
“There shall be printed in legible 
type and in red ink upon every poli- 
cy hereafter issued by this society, 
and upon every application therefor, 
and receipt, the following words: The 
insurance undertaken by this society 
comes under section 33,’ etc. (Reads 
down to the words “and is not sub- 
ject to Governmént inspection.’’) You 
remember that provision? A.—Yes. 

Q.—That refers to chapter 124 of 
the revision of 1886, Canada. If we 
can have the Act as submitted in the 
morning we shall be obliged? A.— 
I have a copy of it and will bring it in 
the morning. 

Q.—There is a group of sections in 
the Dominion Insurance Act then in 
force, section 36 to section 42 inclu- 

Sive, which makes provision in respect 
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to certain companies doing business 
upon the assessment plan? A.—Yes. 


Q.—Section 43 to which your Bill 
refers, reads: ‘‘Nothing in this Act 
contained shall apply to any society 
or association of persons for frater- 
nal, benevolent or religious purposes,”’ 
etc. (Reads section.) Your Order 
was not doing business upon the as- 
sessment plan? <A.—WNo. 

Q.—That wasthe view that was held 


by the Insurance Department? A.— 
Yes. 


Q.—You did not agree with it? A. 


‘—Certainly not. 


Q.—You thought your premiums 
were the equivalent of assessments? 
A.—No, the point of difference was 
that they stuck us into assessment 
companies instéad of into fraternal 
organizations. 


Q.—Let us see exactly what they 
did. The group of sections dealing 
with assessment companies is said not 
to apply to companies whose purposes 
are the insurance of the lives of the 
members thereof exclusively, where 
those companies are not fraternal, 
benevolent, industrial, or religious 
purposes? A.—Quite so. 


Q.—Then the second sub-section is: 
“Any society or association which is 
declared to be exempt from the pro- 
visions of this Act,’’ ete. (Reads sec- 
tion.)? A.—Quite so. 

Q.—That is if an application were 
made by an assessment company to 
be included in that, it would cease 
to be exempt if the petition were 
sranted, and would fall withiw the 
Act. Do you so understand it? A.— 
I quite understand it—yes, I under- 
stand that we ceased to be exempt 
from the requirement of the Act, but 
we do not cease to be a fraternal 
benefit society. 


Q.—You do not cease to be a fra- 
ternal benefit society? A.—No. 


Q.—But you cease to be exempt 
from the provisions of the Act? A. 
—Yes. 

Q.—And in that way the Act would 
be made to apply to it? <A.—That 
is right. 

Q.—You were probably aware at 
the time, perhaps you remember it 
still, that the Chairman of the Bank- 
ing and Commerce Committee, who 
was Mr. Hall A.—Yes. 

Q.—Was memorialized upon the sub- 
ject by the Department of Insurance? 
Amelty es 
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Q.—And perhaps you remember 
something about the memorial] itself, 
and you will perhaps recognize it if 
I read it to youP A.—Possibly. 

Q.—You remember the circumstan- 
ces? A.—Oh, I remember the circum- 
_ stances. 

Q.—The memorial or memorandum 
or report is dated 16th March, 1889, 
and states, ‘‘Since the Bill to incor- 
porate the above mentioned society 
was introduced I have given much 
consideration to the questions which 
arise thereunder and in dealing with 
the matter it seems to me the follow- 
ing consideration should not be lost 
sight of.’’ We will see to what ex- 
tent you complain of the inaccuracy 
Oretois,  A.-—Y 6s, 


Q.—‘‘First the society is undoubt- 
edly an insurance company.’’ That 
ig right is it not? A.—Yes.. 

Q.—‘‘And while it is possible it may 
come within the letter of the provi- 
sions contained in section 43 of the 
Insurance Act it seems to me to be 
almost certain it does not come with- 
in the spirit or intention thefeof.’’ 
pe you do not agree withP A.— 

O. . 

Q.—You wholly dissent? A.—Yes. 


Q.—‘‘And I take it that section was 
intended to apply only to a society 
where the insurance was only an inci- 
dent and not the main object of the 
society, and was probably never in- 
tended to apply to insurance,” etc. 
(Reads paragraph.) That you would 
not agree withP A.—No, I think 
there is nothing in the Act to justify 
such a proposition. As a matter of 
fact the Act deals with fraternal 
benefit societies. 


Q.—With that exception you agree 
that as to companies other than as- 
sessment companies a certain’ stand- 
ard has been adopted? A.—Yes, but 
I do not agree with the statement 
that there are only two classes of in- 
Surance companies that are dealt 
with in the Act because there is a 
special section there for fraternal 
societies. 

Q.—‘The Government being asked 
to incorporate this society’’—(Reads.) 
I suppose you would agree with that? 
A.—Well yes. , 

Q.—I will not quarrel with you at 
all abont your policy. but it was vour 
volicy to get the endorsation of Par- 
liament bv this Act? A= -Yess¥so 
that our business in other provinces 
would not be called in question. 

Q.—And so that you might have 
whatever benefit the imprimateur of 
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Dominion incorporation might put 
upon youP A.—Yes. . 

Q.—The fourth paragraph reads: 
“Tt seems to me to be unquestion- 
able.’’?’ (Reads paragraph.) You would 
not quarrel with that? A.—It just 
depends what its standard is for. I 
claim the Government standard for 


‘ insurance companies is entirely too 


high for fraterna] benefit societies, 
who can do business and have done 
business at much less expense than 
the old line companies. 


Q.—Would you quarrel with that 
—l won’t say quarrel, because that 
is not the way you get your own way 
by quarrelling? A.—I never quarrel. 

Q.—You get your own way in other 
ways, but would you differ from this 
general statement that any, society 
which goes to the public bearing the 
Government stamp should come up 
to the Government standard. Is that 
not as a pleasing generality some- 
thing that you could subscribe toP 
A.—I do not know that there is 
much objection to it. I would rather 
not be called upon to subscribe to it. 
I think if I was asked to endorse that 
statement I would reserve it for 
further consideration. 

Q.—The Government standard may 
be all wrong? A.—Yes. 


Q.—But that is a matter for Par- 
liament? A.—Yes. 


Q.—And so long as there is a Gov- 
ernment standard the administration 
should live up to itP A.—Yes. 


MR. HUNTER: But there is on 
Government standard for fraternal 
societies? 

MR. SHEPLEY: I have called it 
a pleasing generality. 


Q.—Then ‘section 5 says, ‘“‘It is ad- 
mitted that this Society takes from 
each of its policyholders an_ assess- 
ment.’”? (Reads.) That is true? A. 
—No, it is not true. It is modified 
in a sense by what we call our safety 
clause, where we are empowered to 
call for extra assessment wherever we 
have not money to meet our obliga- 
tions, 

Q.—Where is that clause? In your 
constitution? A.—yYes. 


Q.—That is not in the certificate 
of incorporation under which you are 
dealing. I do not mean to say you 
had not power to pass such a by-law, 
but it is found in the by-laws which 
you passed, and not in the certificate 
which the Ontario Government grant- 
ed you? A.—No, there is nothing in 
the certificate of any Government 
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about that, but you must bear in 
mind that since then the Dominion 
Government has practically said that 
our laws are binding and good in the 
country, and therefore that safety 
clause is binding and can be enforc- 
ed. 

Q.—You are referring to the clause 
enabling you to make a special assess- 
ment if for any reason it is neces- 
sary for you to do soP A.—No, it 
is just for the one reason, that we 
have not money to pay the benefits 
arising. 

Q.—That is section 157 of the con- 
stitution and laws of the Independ- 
end Orders of Foresters? A.—Yes. 


Q.—As they exist now, or as they 
existed then, or have always existed ? 
A.—They have always been that way. 


Q.—Was that there in 1889? A. 
—Yes. 


Q.—‘‘Whenever and so often as the 
available funds in the mortuary de- 
partment.”’ (Reads.) That is the 
safety clause to which you refer? A. 
—Yes. I remember it was in exist- 
ence, because I referred to it before 
the Banking and Commerce Com- 
mittee when our Bill was up before 
the House. 


_ Q.—This safety clause is to come 
into operation as it was in in 1889 
on the copy Mr. Hunter handed me, 
which is section 255 of the law then 
in force? A.—These have been re- 
numbered. 


Q.—‘‘Whenever there are no avail- 
able funds to pay the endowments or 
other benefits of the Order the Ex- 
ecutive Council shall order a special 
assessment ?’? A.—Yes, 


Q.—That was the form it was in 
then? A.—Yes. And this new form 
was actually revised for us by the 
Treasury Board, and we ‘adopted it. 

Q.—In 1896 revised for you by the 
Treasury Board? A.—Yes. 


Q.—You observe that in order to 
bring this special assessment law into 
force there must be no available funds 
to pay?) A.—Yes. 

Q.—That is your surplus must all 
be goneP A.—Yes. We would not 
want it till the surplus was gone. 


Q.—Does it strike you there is any 
force at all in the suggestion that 
your safety clause won’t save your 
Order very much having gone so bad 
that its surplus is all gone? A.—The 
safety clause will enable us to pay 
claims down to the end of time. 

Q.—So long as there are members? 


A.—Yes. 
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Q.—I have just read you the clause 
saying that it is admitted that this 
society takes from each of its members 
an assessment which remains the same 
throughout life. You say that is true 
so far as it goes, but it does not go 
far enough because it does not give 
a place to your safety fund? A.— 
Quite so. 

Q.—There are no assessments upon 
the death of a member? A.—That is 
quite correct. 

Q.—He should have added ‘‘unless 
the surplus fund has disappeared’’? 
A.—Yes. 

Q.—But there is a provision con- 
tained in section 198 of the consti- 
tution that provides wherever, by rea- 
son of an excessive mortality there are 
no available funds, that there should 
be a special assessment—is that it? 
Aeon 

Q.—‘‘The point is the same in any 
one of those three forms’’ (reads). 
You did so contend? A.—Yes. 


Q.—And therefore that you never 
would want to use the safety clause? 
A.—Yes, and I believe it yet accord- 
ing to the present rates. 


Q.—If you never use the safety 
clause then there would be no special 
assessment on the death of a member? 
A.—Certainly not. 

Q.—And therefore the statement 
here that the society takes from each 
of its members a_ certain fixed 
monthly premium, which remains the 
same throughout life is fairly accu- 
rate? A’—yYes, except I do not want 
to have that statement made and 
have me endorse it, when we have 
the possibility of having that increas- 
ed by a special assessment. 

Q.—‘The meaning of the words 
‘excessive mortality’ is not quite 
clear.’ A.—I think that is quite 
right—that there never will be any 
assessment. 

Q.—He does not say that. He says 
it is contended on your part that 
there never will be any. A.—TI see. 


Q.—Then the next paragraph 
reads: ‘‘It seems to me _ doubtful 
whether under this clause the society 
could legally levy’? (reads). That is 
true? A.—Yes. 

Q.—‘‘According to the standard 
before referred to.’?’ Is that objec- 
tionable according to your way of 
thinking? A.—I do not think it is 
objectionable from his standpoint. 

Q.—Will you go further and say it 
is objectionable according to your 
standpoint? A.—Just read _ that 
again. 
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Q.—‘‘The society in the past has 
both upon its form of contract and 
manner of collecting premiums been 
doing business on the level premium 
plan” (reads). A.—That is exactly 
where I differed, and where | differ 
yet. No consideration of the rates of 
the I. O. F. can be intelligibly given 
without consideration of the safety 
clause, taking that into the factor 
affecting the premium rates of the 
I. O. F. He says that safety clause 
is of no effect. 

Q.—There being a _ general law 
applicable to all level premium com- 
panies, do you think a level premium 
company ought to escape that law by, 
passing a safety clause? A.—No, I 
do not, because they are constituted 
upon an entirely different basis. I do 
think every fraternal society ought 
to be required to have that safety 
clause in its constitution. . 

Q.—That is a little away from what 
I was asking; what you would say, as 
I understand it, is this, that although 
you may apply the level premium re- 
quirement to all plain straight level 
premium companies, you should not 
apply them to the fraternal company 
which does its business on a level 
premium plan? A.—Certainly not. 

Q.—Why not? A.—The level prem- 
ium companies include a_ certain 
amount for surrender value of their 
policies. The fraternal societies do 
not give surrender values, and there- 
fore to construct a table applicable 
to both systems would be simply in- 
accurate on one side or,the other. 

Q.—We can put your view in a nut 
shell in this way. The fact of the 
level premium is not by itself de- 
cisiveP A.—No. 

Q.—You must take other elements 
into consideration? A.—Yes. 


(The Commission then adjourned to 
10.80 a.m. tomorrow.) 


SIXTY-SEVENTH DAY. 
Toronto, 14th September, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS. 


Kxamination of DR. ORON- 
HYATEKHA by MR. SHEPLEY 


(continued. ) 


WITNESS: I was about to ask you 
last evening, Mr. Shepley, if you 
would allow me to put in this state- 
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ment of the actuary of the Govern- 
ment relating to the future course 
of the Independent Order of Forest- 
ers at the time we applied for incor- 
poration, because it is evidently on 
part of this evidence, or rather infor- 
mation, that the Superintendent was 
so much opposed to our incorpora- 
tion, and if this were true I would 
not have blamed him for opposing it. 


Q.—I do not at all find fault with 
anything that is relevant being made 
part of the record. This, you tell 
me, is a statement by the Superin- 
tendent of Insurance, Mr. Fitzgerald, 
of the reasons why the Independent 
Order of Foresters should not have 
the powers granted them by Parlia- 
ment. A.—Quite so, 

Q.—That is what you were speak- 
ing of? A.—Yes. 

Q.—You spoke of the report of the 
actuary? You mean Mr. Fitzgerald? 
A.—No, Mr. Blackadar. Mr. Fitz- 
gerald is not an actuary. It is at 
the end of this document. It is just 
this table I would like to have in, 


Q.—We will put the whole paper in, 
if you please, and when I have exam- 
ined it a little more carefully per- 
haps we will have some further ref- 
erence to it. A.—Yes. 


Q.—But that shall certainly go in 
and make part of the record? A.— 
Yes. You see, according to this table, 
in 1906 we would have $2,475,000 of 
a surplus, according to that calcula- 
tion 

Q.—And as a matter of fact you 
have a very much larger surplus? A. 
—We have $10,300,000. And are 
adding a million every year thereto, 
and in 1910, according to this, we 
will have $173,000 : 

Q.—Of surplus? 
nothing. 

Q.—That would be a minus quan- 
titv? A.—Yes. 

(J.—You would be that much be- 
hind? A.—Yes. 

Q.—And 1910 has not come yet? 
A.—No, and when it comes we will 
have a great deal more money than 
that. It shows that the information 
given by the actuaries in relation to 
the I. O. F. was not correct. 

Q.—I recognize the table now. 
Then, because we will examine this a 
little more in detail later on, I shall 
pass it by for the present, with one 
question; there is also a statement in 
the actuary’s figures of what may be 
expected to be the rate per thousand 
es ihsurance of your surplus? A.— 

es. 


A.—Less than 
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Q.—How has that been borne out? 
A.—It has been wholly incorrect. 

Q.—It has been pretty well borne 
out in fact? A.—WNo, sir. 

Q.—Then I will pass that by, be- 
cause this is not the time when I 
want to go into controversial matters? 
A.—Well, I thought I would ask you 
to put that in. 

Q.—Certainly it will go in. (Hx- 
hibit 445.) Then you have been good 
enough to bring me a copy of the 
Bill that was introduced 
By us? 

O._It was introduced on behalf of 
your body? A.—Yes. 

Q.—And we may make such com- 
parisons between that and the Bill 
actually passed as the circumstances 
warrant. What are the features in 
this Bill? Tell me that before we go 
on with what we were doing last 
night. What are the particular dis- 
tinct features in this Bill which were 
rejected in the Act of Parliament 
that was passed? A.—The authority 
to deposit funds with the Insurance 
Department, and to be inspected by 
the Insurance Department—our busi- 
ness to be inspected; we. asked that 
our business be inspected by the In- 
surance Department and that we be 
allowed to make a deposit with the 
Government and these were stricken 
out of the Bill before it passed. 

Q.—Those are the distinctive fea- 
tures, of the omission of which you 
thought you had ground of com- 
plaint? A.—There were some other 
little things but those were the prin- 
cipal things stricken out. 

.Q.—There were other matters of 
detail but those were the principal 
matters? A.—Yes. 

Q.—Then, do you attribute the re- 
jection of those features by Parlia- 
ment to the remonstrance of the 
Department? A.—No, sir. 

Q.—To what do you attribute the 
rejection of those features? A.—We 
attributed it to the objections of the 
old line managers, representatives of 
the old line companies. I understood 
it was said, if those sections of our 
Bill went through we would look too 
much like an old line company, being, 
allowed to deposit funds and being. 
inspected ; that is. it would give us a 
great advantage, while we had no 
legal reserve as they were compelled 
to have. 

Q.—Those objections seemed to be 
framed upon the same basis, or a sim- 
ilar basis to the objections we were 
discussing yesterday in the report of 
Mr. Fitzgerald. 
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Q.—But you are not inclined to 
think that the remonstrance of Mr. 
Fitzgerald was so effective as the re- 
monstrance of the old line companies? 
Is that right? A.—Well, I think we 
could have carried the Bill through 
with them, with those sections in it, 
through the House 


Q.—But for what? A.—But when 
I was assured that if I withdrew 
those sections the opposition would be 
withdrawn, why it did not hurt us 
to withdraw the sections, and we got 
our Bill through pretty easily. 


Q.—We will go on with this mem- 
orandum because I look upon this dis- 
cussion as material. We had got 
through the first sub-paragraph of 
paragraph five of Mr. Fitzgerald’s re- 
port, and I come to the next sub- 
paragraph—‘‘the rates of the Society 
are acknowledged ‘to be very much 
less than the rates required by the 
Government standard, due allowance 
being made for the expense element, 
which is certainly in the Foresters 
reduced to a minimum.’’ How do you 
say as to that? A.—That is all right. 

Q.—‘“‘It is asserted by the Chief 
Ranger that the rates are founded on 
certain mortality tables, but the per- 
sons who formed the tables for the 
Society appear ‘to have fallen into the 
error Of supposing that a premium 
which was intended to carry a risk 
for one year was sufficient to carry 
it throughout life.’? What do you say 
to that? A.—I say this: that we 
had a great deal of justification in 
imagining—put it that way—that, 
those rates would carry the Foresters! 
throughout life. 


Q.—What I wanted to get at was 
this. Is that, as a statement of fact, 
objectionable to you? A.—What is it? 


Q.—That is that the tables are 
founded upon the supposition that a 
premium intended to carry a risk for 
one year was sufficient to carry it 
through life? A.—Oh yes. 


Q.—That is right? A.—That. is 
correct. 


Q.—That is correct as a statement 
of factP A.—Yes. And as a matter 
of fact those rates are carrying our 
members down to the present day. 
What I mean is that those of our 
members who have been paying those 
rates—in 1905 we got a surplus from 
their premium rate of nearly a 
quarter of a million. 

Q.—Then that is a matter which 
will fall to be discussed later? A. 
It brings out the facts that so far 
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as the rates are concerned they are 
sufficient at the present time. 


Q.—I won’t discuss that with you 
now, we shall have to discuss that 
further? A.—Yes. 

Q.—At all events that, if it be a 
fallacy, an insurance fallacy, did in 
fact exist; that is the premium was 
based upon the assumption that a 
premium for a year was sufficient to 
carry through life? A.—Yes. 


Q.—Then the memorandum pro- 
ceeds, ‘‘it is also asserted that a large 
revenue is derived from lapses, suffi- 
cient to compensate for the deficiency 
in the rates.” I think you will not 
say anything to the contrary of that; 
that was your contention? A.—Yes, 
and it was so. 

Q.—‘‘And if this be the case then 
the funds so derived in the past must 
be in the Treasury, and the Society 
need not hesitate to have their lia- 
bility under their policies or endow- 
ment certificate submitted toa valua- 
tion.’”?’ You would not accept that 
result? A.—Well, if the valuation 
was based upon the lines that we say 
ought to be applied to fraternal 
societies we certainly have no objec- 
tions to it. 

Q.—If for the purpose of insur- 
ance of the class your body was giv- 
ing, if for the purpose of establishing 
a reserve a different basis were adopt- 
ed you would be satisfied? A.—Cer- 
tainly. 

Q.—Take your time and do not 
hurry? A.—It it just on the point 
to show there is large profit on the 
lapses, which is thrown back by us 
into the fund, and therefore had the 
effect of enabling us to meet our 
obligation with a much less premium 
rate than if we had used the lapses 
to pay surrender values and divi- 
dends. 

Q.—I understood you quite to make 
that point yesterday, and I am not 
at all controverting that for the pre- 
sent. The memorandum proceeds ‘‘It 
is very reasonably clear that it is 
only among the younger lives that 
there are any lapses.’? Is that true? 
A.—Well, there are Jess—ves, there 
are less lapses among the older mem- 
bers who have had their policies for 
years. 

Q.—‘‘And I am convinced that the 
revenue derived from this source is 
much less than is supposed by the 
officers of the Association, and I am 
also quite satisfied that the Society 
does not possess the revenue which 
the Government desires of companies 
doing a class of business which this 
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company is doing—that is the level 
premium business.’? That you do not 
controvert at all, assuming his pre- 
mises are correct, and that you ought 
to be put upon the same footing as 
other companies? A.—No. the 
amount required of us is just simply 
enough money to pay the claims as 
they accrue. The amount of money 
required by the old line companies is 
very much greater, I think almost 
double that amount. 


Q.—That involved, from your stand- 
point, the same policy we were dis- 
cussing yesterday on the part of the 
Superintendent? A.—yYes. 

Q.—I do not want to go over it 
again, because you made that very 
clear yesterday. ‘‘The Society is now, 
I understand, asking for incorpora- 
tion simply. The Society does not 
desire, or rather wishes to avoid in- 
spection and compliance with the pro- 
visions of the Insurance Act.’’ You 
did not want inspection, I think? A. 
—That was not a fair statement. 

Q.—You did want inspection? A, 
—We wanted inspection all the time 
and every time. . 

Q.—But you did not want to com- 
ply— A.—But when we found we 
could not get incorporation without 
a big fight, if we insisted upon get- 
ting inspection and the right of de- 
posit—what we wanted, as he says 
here, incorporation pure and simple 
—we abandoned those other points in 
order to enable us to get our incor- 
poration easier. We always wanted 
incorporation. 


Q.—I have not gathered that be- 
fore. But if it is so I want to know 
it. I take it from what you have 
just said that this memorandum was 
directed by your Bill with those 
features in it; is that right? A.— 
I do not know whether he intended 
to direct—he could not very well say 
these things unless it was in the Bill 
as presented. 

Q.—The Bill as presented you have 
told me, involved inspection? A.— 
Certainly. 

Q.—What he says here is, ‘‘The 
Society does not desire, or rather 
wishes to avoid inspection???’ A.— 
That is untrue. That is the reason I 
said it was an unfair statement. 

Q.—I understand what you mean by 
that. “Inspection and compliance 
with the provisions of the Insurance 
Act.”? That involves the same ques- 
tions we were discussing yesterday ? 
A.—Yes. 
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Q.—You did not want to comply 
with those provisions of the Act which 
were obligatory upon level premium 
companies? A.—You say we did not 
want to. 

Q.—Yes? A.—Yes, we did. 

Q.—You did not want to maintain 
a reserve? A.—No, we did not be- 
cause that was not required for fra- 
ternal societies. 

Q.—‘‘A fair view of the matter 
seems to be that if the Society comes 
up to the Government requirements 
it should come under the Insurance 
Act, and if it does not it should not 
seek Government recognition by in- 
corporation or otherwise.” That, 
again, I suppose, is a matter— A.— 
I do not think that is correct at all. 
I do not see why we are entitled to 
incorporation when we are doing a 
legitimate business, but not under the 
style of the old line companies. We 
were trying to create a new system 
of insurance which would give insur- 
ance to the poorer people at a much 
less cost than they could get it in 
the existing system. 

Q.—Your system was not reconcil- 
able with the Government standard 
as it stood? A.—Certainly, simply 
because the system was wholly differ- 
ent. 

Q.—In other words those provisions 
of the Act to which you have refer- 
red, the general Act, were not applic- 
able in your view, to your Society? 
A.—No. 

Q.—‘The Society also claims that 
it is doing business under conditions 
much the same as the Provincial Pro- 
vident Institution which is register- 
ed under the Insurance Act, and that 
this Society should be permitted to 
do business as an assessment Society.”’ 
Were you making that contention? 

-—No.: 

Q.—You did not make that con- 
tention? A.—No. 


Q.—‘‘As to this it is worthy of note 
that the Provincial Provident has al- 
ways done an assessment business.”’ 
(Reads paragraph down to the words 
“the latter requiring, as the former 
does not, a_ reserve.’’) A That 
statement ought to be taken in con- 
nection with our safety clause, a level 
premium business modified by an as- 
sessment power, which makes a very 
great deal of difference. 

Q.—You have the level premium 
plus your safety clause? A.-—Eix- 
actly. 

Q.—You are not, as I gather from 
what you say, contending that you 
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were upon the footing of assessment 
companiesP A.—No. 

Q.—Then the memorandum pro- 
ceeds. ‘‘In all registered assessment 
companies doing business in Canada 
the following clause is contained in 
the contract.’? Then he sets out the 
clause, ‘‘The company agrees to pay 
blank dollars,’? etc. (Reads down to 
‘ordinary insurance companies.’’) A. 
—You will note that while he con- 
tends we are a level premium com- 
pany he compels us to print in all 
our documents the words ‘“‘assess- 
ment system.”’ 

Q.—He requires you to print the 
words ‘‘the assessment. system’”’ on all 
your documents? A.—yYes, every- 
thing, even on our advertisements we 
have to print “‘assessment system”’ 
and in the policy, and yet in this 
document he contends right through, 
as you know, that we were not an 
assessment company. 

Q..—Do you mean to say that the 
Superintendent required any more 
than the Statute called for. That is 
what the Statute required, ‘‘the in- 
surance undertaken by this Society 
comes under the exception contained 
in Section 43 of the Insurance Act 
applicable to fraternal and _ benevol- 
ent associations, and is not subject 
to Government inspection.’ That is 
the clause the Statute authorized the 
Inspector to insist upon. 

MR. HUNTER: Read from the 
Act of 1896, Section 8. 

MR. SHEPLEY: We have not 
come to that yet. Let me see if it is 
pertinent to the present inquiry. I 
would rather take this up when I 
come to it. 

Q.—May I have that modified if 
you feel that you can modify it, by 
saying that it was not till 1896 that 
there was any requirement put upon 
you of that kind, that under the 
legislation of 1889— A.—The ori. 
ginal incorporation ? 

Q.—Yes. A.—Sure. 

Q.—Then we will have it so modi- 
fied upon the notes? A.—Yes. 

Q.—“If the Society was now asking 
for permission to do business for the 
first time there would not be any in- 
surmountable obstacle to prevent re- 
gistering it and preventing it doing 
business on the assessment system.”’ 
(Reads down to the words ‘‘under 
existing contracts.’”?) Do you make 
ce comment on that at all? A.— 

0. 

Q.—Then comes the 6th paragraph 
of the memorandum, ‘‘No company 
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organized for the purpose of insur- 


ance since my connection with the 


Department nor indeed, I believe, for 
several years previous, has been 
granted insurance except upon com- 
plying with the conditions of the pre- 
sent law.’’ 
fact. A.—Yes, it did not. apply to 
us. We were a fraternal society. 

Q.—The Departmental system under 
the Insurance Act was not elastic 
enough to accommodate itself to your 
order? A.—wNo. 

Q.—Paragraph 7 reads, ‘‘there 
seems no sufficient reason, so far as 
I am able to judge, why an excep- 
tion should be made in favor of the 
Foresters’? (reads.) Then paragraph 


8, “for the reasons briefly indicated 


above.’’ (Reads down to the words 
‘not to be aplicable to this Society.’’) 
That did not eventuate and the Bill 
was left in the form in which you 
see it. Then there is just a final 
clause which I read to make it com- 
plete—‘‘In the event of the committee 
being of the opinion that the Society 
should not be compelled to comply 
with the provisions of the Insurance 
Act, then I beg respectfully to sub- 
mit that some other conditions, equal- 
ly effective, should be imposed as a 
condition of incorporation.”’ Then 
you got your Act of that year in the 
form in which we find it. A.—Yes. 


Q.—And you were satisfied, I take 
it, to have the Act in that form, 
rather than not have it at allP A. 
—Yes, that is so. 


Q.—Are you familiar with some 
controversy that arose two _ years 
later in 1891 with the Department? 
A.—What was itP 


Q.—On the subject of the Depart- 
ment issuing a certain certificate. 
There is sowe correspondence between 
Mr. McGillivray and the Department? 
A.—I dare say. If you would men- 
tion the subject I could recall it. 
Was it with reference to giving a 


certificate by a _ fraternal benefit 
society P 

Or Yes A. Yos, I amiitamilian 
with that. 


Q.—I see that on the 12th May, 
1891, Mr. Fitzgerald addressed a 
communication ‘to the Hon. Mr. 
Foster, who was then a minister? A. 


a Y GS: 


Q.—He said, ‘Dear Mr. Foster, I 
have read McGillivray’s letter and 
the form of certificate which he has 
to have signed by me, namely ‘T do 
herebv certify that I am Dominion 
official charged with the insurance 


That is a statement of - 
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law,’’’? and so on 
—Yes. 

Q.—You remember that letter? A. 
—Yes. 

Q.—What was the occasion that 
gave rise to this correspondence? A. 
—In some of the States the Insur- 
ance Commissioners claimed that we 
were not a recognized fraternal society 
in Canada, and we wanted to get this 
certificate from Mr. Fitzgerald to 
show that we were a fraternal benefit 
society, and I understood that at that 
time Mr. Fitzgerald refused to give 
a certificate. 


Q.—What is this reference to the 
laws of the State of Illinois? A.— © 
There were reciprocal clauses that 
were existing in some of the States. 

(MR. HUNTER confers with the 
Witness.) 

WITNESS: Mr. Hunter makes a 
suggestion to me, but I am quite sure 
I am right. 

Q.—Just read the certificate first 
before you make up your. mind. 
(Witness reads certificate.) 

Q.—Explain that to us. A.—In 
certain States they would not admit 
any foreign society; that is any 
society organized in another State or 


.. (Reads letter.) A. 


‘Province in which the Illinois Cor- 


poration were not permitted to do 
business. We had a law in Ontario 
not permitting any fraternal societies, 
even if they were organized in Can- 
ada to do business after a certain 
period. It was not directed against 
the Societies in the States any more 
than the Societies in Canada, and the 
Legislatures of some of the States 
after a time began to pass acts re- 
quiring that, for instance ourselves 
in Canada, before we should get ad- 
mission into their States we must 
show that incorporations— 

Q.—That their societies would be 
admitted to do business in Canada? 
Al Yes. 

Q.—Then the purpose that the cer- 
tificate was to serve was to open the 
door to you in the State of Tllinois? 
A.—Yes. There may have been other 
States in which we had to meet the 
difficulty. 

Q.—The State of Illinois was ap- 
plying the principle of retaliation to 
the Dominion of Canada? A.—Yes. 

Q.—Then the method that you were 
seeking to adopt was to have a cert 
tificate issued by the Dominion In- 
surance Department stating that Illin- 
ois companies or Illinois bodies of a 
fraternal character like yourselves, 
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would be admitted to do business in 
Canada? A.—Quite so. 

Q.—That was not so as a matter 
of law, was it? A.—Oh yes, under 
section 40 of the Insurance Act. 

Q.—Of the’ Dominion Insurance 
Act? A.—Yes. Any Canadian terri- 
tory was thrown practically open to 
everybody. 

Q.-—-Let us have the section? A. 
—It is section 43. 

Q.—‘‘Nothing in this Act contained 
shall apply to any society or associa- 
tion of persons.’ You say that does 
not exclude foreign corporations? A. 
—Anybody. 

Q.—That would be your ideaP A. 
—Anybody could come in, and it was 
only Ontario that had the exclusive 
act. 

Q.—You perhaps are not familiar 
with the argument which is some- 
times made, that that does not in- 
clude foreign companies, but only in- 
cludes domestic companies. 

MR. HUNTER: The Interpreta- 
tion clause shows it? A.—Lawyers 
will argue a great many things. I 
know as a matter of fact that certain 
fraternal societies have been admitted 
to do business in Canada under that 
section—at least nobody interfered 
with them. They came in and did 
business. 

Q.—And they were not interfered 
with P A.—No. 

Q.—Then the letter to Mr. Foster 
goes on—‘‘Mr. McGillivray does not 
wish to give the title of the Act 
which he wishes to have inserted in 
the above certificate.”?’ (Reads down 
to the words ‘‘would not then be an 
accurate or truthful one.’’) A.—Yes. 

Q.—‘‘Our statute has two interpre- 
tations:’’ (Reads down to the words 
‘fare made subject to the provisions 
of the Act.’?) Would you agree with 
that? A.—Yes. 

Q.—‘‘Some societies or organiza- 
tions mentioned in the proposed cer- 
tificate may come under section 43.”’ 
(Reads.) A.—I would call attention 
to that admission there that my view 
was correct. 

Q.—yYes, it is quite proper for you 
to mention that. ‘‘The Illinois Sta- 
tute does not recognize.”’ (Reads 
down to the words ‘‘to the full limit 
named therein.’’) Do you find any 
fault with that? A.—No. 

Q.—‘‘In fact the laws are so dis- 
similar.’”? (Reads down to the words 
“lead to trouble hereafter.’’) Do you 
make any comment upon that? A, 
—LExeept that in our Act which spe- 
cifically gives permission to give in- 
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surance benefits, it does not describe 
how the moneys should be collected. 
I mean it does not say. It must be 
upon the assessment system, and the 
tendency of the letter is to say that 
it is not so, that insurance cannot be 
given, that societies which we license 
or give certificates to do not give in- 
surance benefit—simply accident and 
disability. 

Q.—I do not think he puts it quite 
so narrowly as that. He says the 
Illinois statute relates to permanent 
or total disability benefits? A.—Yes, 
but not to insurance. 

Q.—Yes? A.—But the Act does 
say that they may give insurance— 
our provident societies. The only 
limitation is that they must not give 
it to everybody—simply for their own 
members. 

Q.—‘‘Permit me in conclusion to re- 
fer to the terms of Mr. McGillivray’s 
letter’’—perhaps we need not go in- 
to that. Mr. Fitzgerald was there re- 
senting the tone of Mr. McGillivray’s 
letter. Now were you aware that in 
the same year an opinion was taken 
from the Department of Justice? A. 
—I think so. I have a recollection of 
feeling that some of these things were 
wrong as given by the Insurance De- 
partment, and should be corrected, 
and we asked that the Department of 
Justice should be asked to express 
some opinion. 

Q.—That was at your instance? A. 
—Yes, I have a recollection of it. 

Q.—You say that it was at the 
instance of your society that the opin- 
ion of the Department of Justice was 
taken? A.—I think so. I have a 
very faint recollection of the trans- 
action. 

Q.—Do you remember the exact sub- 
ject upon which it was— A.—I do 
not. 

Q.—Then do you remember that 
there was a ruling of the Treasury 
Board upon the subject which the op- 
inion of the Minister of Justice cov- 
ered? A.—TI have some recollection of 
reading it up. I could not give you 
the details. 

Q.—Let me pass over the opinion 
for the moment, and come to the min- 
ute of the Treasury Board. ‘ That 
will probably stimulate your memory. 
A.—It is just possible this opinion 
may have been obtained at the _ in- 
stance of the Insurance Department. 

Q.—The opinion is the 23rd Decem- 
ber, 1901, while the opinion of the 
Treasury Board is on the 28th March, 
1892, three months later? A.—Yes. 


| 
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Q.—‘‘The Board had under consid- 
eration « a memorandum’’—(Reads 
down to ‘86 to 42 of the Insurance 
Act.’’) Does that bring it to your re- 
collection? Do you remember that 
there was a time at which you made 
a definite application to be registered 


as an assessment company? A.—I do : 


not, but if that is the regular course 
it must be. 

Q.—‘‘The Superintendvrt of In- 
surance states that in accordance with 
the requirements of section 10 of the 
Insurance Act’’—that is your Act of 
incorporation—‘‘The society on the 
Ist of June, 1899 filed’’—(Reads). Let 
us turn to section 10 and see exactly 
what the requirement was. That sec- 
tion provides that within three 
months of the coming into force of 
this Act—(Reads section). Then the 
letter proceeds, ‘‘That by the terms 
of the policy’? (Reads). A.—yYes, that 
is right. 

Q.—‘‘The Superintendent of Insur- 
ance for reasons set forth in his mem- 


orandum states’? (Reads.) ‘‘What 1s. 


known as an ordinary or level prem- 
ium company, and he is therefore of 
opinion it is not an assessment com- 
pany under sections 36 to 42 of the 
Insurance Act.’’ Does that bring it 
to your recollection? A.—Yes. 


Q.—‘‘There shall be printed in le- 
gible type and red ink’? (Reads). 
“That when incorporation was grant- 
ed to the society it was one of the 
terms of such incorporation’ (reads 
down to ‘“‘application of the above 
society.’?) Do you recollect that rul- 
ing? A.—yYes, I think I can give now 
the reason why we made the appli- 
cation. Jt was to get inspected and 
be permitted to make deposits. That 
was another method to obtain the ob- 
ject which was refused us at incor- 
poration. 

Q.—You were still seeking to get 
in a somewhat different form the bene- 
fit of the provisions which had been 
rejected in 1889? <A.—Yes. 

Q.—Then I want to make the record 
complete, and I will read very rapidly 
the opinion of the Department of Jus- 
tice. ‘I have the honor to return 
herewith the papers referred to the 
Department’? (Reads down to the 
words ‘‘essential to such societies and 
associations.’’) Do you know what is 
referred to there? You were listen- 
ing were you not? A.—Yes. 

Q.—He says ‘‘were it otherwise’’— 
that is where the Government not con- 
cluded by the terms of section 43 from 
making the contention—‘‘there must 
be some considerable reason to sup- 
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pose that the Court does not, or does 
not otherwise than colorably, possess 
the features essential to such socie- 
ties and associations.’? What features 
was he referring to? A.—We did not 
possess the features of an old line 
company. 

Q.—Then he sets out the sub-sec- 
tion of the statute upon which he 
bases his contention. ‘‘The Minis- 
ter of Justice is of the opinion that 
for the following, among other rea- 
sons this claim must be disallowed, 
and that it would not be proper to 
admit the Court to registration. The 
fourth section, prohibits’’—(Reads 
down to ‘‘except as is thereafter in 
the Act provided,’’?) That is a sec- 
tion we have not yet referred to. That 
is an express prohibition of doing in- 
surance, business in Canada _ without 
a license. Then he deals with the 
group of sections, and we need not go 
through that. ‘‘The company doing 
business under this Act’’—(Reads 
down to ‘‘letter or spirit of these sec- 
tions.”’) What comment would you 
make upon that? A.—Nothing. 


Q.—Would you agree with it? A. 
—I think so. 

Q.— “It is pertinent to the ques- 
tion under consideration to refer to 
the report of the Superintendent un- 
der section 190.’’ (Reads). That is 
signed by the then Deputy Minister 
of Justice, Mr. Sedgwick. I think 
you sald you were aware of that op- 
inionP A.—Yes. 

Q.—Did that put an end to the ef- 
forts that your society made to get 
back the old provisions which had been 
rejected in 1889? A.—I do not think 
sO. 

0 ==You 7do, not) think. i1b)did? “3A. 
—No. 'I do not think that had any 
consideration with us. 

Q.—You were not even convinced 
against your willP A.—It would be 
hard to do that. 

Q.—At all events you remained of 
the same opinion? A.—yYes. Noth- 
ing in this shows that our system is 
wrong. 

Q.—It only shows from your stand- 
point that the statute is defective? 
A.—That is quite right. 

Q.—The statute won’t accommodate 
itself to your system, and your sys- 
tem does not— A.—We should have 
statutes recognizing fraternal bene- 
fit societies, and laws applicable to 
them. At present we have not. 

Q.—Can you tell me how soon after 
this you took up the matter with the 
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Department or in Parliament? <A.— 
Not until 1895. 

Q.—And in 1895 you had a Bill in- 
troduced in the House of Commons? 
A.—Yes. And my _ recollection is 
that we got it introduced so late that 
we could not get it through the Sen- 
ate, and then we re-introduced the 
Bill the next year, 1896, and got it 
through. 

Q.—I am not going to take up time 
with anything but the final result, 
unless there was some difference, but 
the Bill as you finally got it passed in 
1896 differed substantially from the 
Bill that you had introduced in 1895? 
A.—No. 

Q.—You do not think there was 
any substantial variation? A.—No. 


Q.—Were you opposed again? A.—. 


Well, yes, but in modified form. 

Q.—What do you mean by “in a 
modified form’’? A.—We had no 1n- 
surance companies representative 10 
Parliament before the Banking and 
Commerce: Committee opposing the 
Bill. 

Q.—How was that? A.—I presume 
they had sense enough to know it was 
a useless fight. 

Q.—There were no other consider- 
ations appealing to them that you 
were aware of? A.—No, I do not 
think so. 

Q.—They had not been induced to 
stay away? A.—No. ! 

Q.—And to withhold opposition? A. 
—Not by us at any rate. 

Q.—You know of nothing of that 
kind? <A.—No. 

Q.—What was the attitude of the 
Department of Insurance towards 
your legislation? A.—Opposed. 

Q.—They opposed it? A.—But not 
quite so strongly, not fiercely as I 
said before. 

Q.—You would not use the word 
fierce as to what took place in 1896? 
iA NO: 

Q.—We will just look at your Act of 
1896 and see what changes’ were 
broucht about in vour body by that? 
A.—Mr. Hunter brings to my mem- 
ory that my mind must have been 
reverting to the next amendment, but 
these amendments were opposed by 
the old line companies. As a matter 
of fact three representatives of the 
old line companies were present lobby- 
ine against our Bill. ; 

O.—And how manv representatives 
had vou lobbvine for it? A.—Mvself 
and Mr. McGillivray were the only 
ones. 

Q —AndA Mr. Huvter? A.—Oh no— 
oh I think I had Mr. Hunter— 
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MR. HUNTER: That was in 1896. 

WITNESS: No, I think it was 
only myself and Mr. McGillivray and 
we had Mr. Laidlaw. 

MR. TILLEY : Q.—You think it 
proper to modify your statement that 
there was no substantial opposition, 
because you think there was? A.— 
Irom the old line companies. That 
was at a subsequent stage. 

Q.—But there was opposition? A. 
—QOh yes. 

_Q.—The first provision that I no- 
tice in the Act of 1896 relates to your 
aie to hold real property? A.— 

es. 


Q.—The society was allowed to hold 
property to the extent of $350,000, 
and in the case of any branch $25,- 
000, except Toronto, where each 
branch may hold real property to the 
value of $10,000 and no more. Then 
there is the provision about towns 


‘having less than 6,000 inhabitants. 


What was the purpose of that amend- 
ment to your power? A.—We wanted 
to cover, to get authority to hold our 
Temple Building, which we were 
erecting. 

Q.—Had you at that time com- 
menced building it? A.—Yes. 


Q.—And that is another matter we 
will deal with more in detail later on, 
but it was by reason of that that you 
a that additional power? A.— 

es. | 
Q.—Then the next provision is cog- 
nate to that, and we will not touch it. 
Then the third clause of the Act, 
“notwithstanding anything contained 
in the said Act, the society may in- 
vest or deposit such portion of its 
funds in such Government securities 
as is necessary for the maintenance of 
any branch outside of the Dominion 
of Canada, but at no time shall more 
than one-fourth of the available sur- 
plus funds of the Association be in- 
vested outside of Canada.’’ What was 
the purpose of that? What was the 
cause of that? A.—We were prepar- 
ing in case any of the States author- 
ities would call from us a deposit pre- 
cedent to getting a license, as well as 
anv other countries. 

Q.—You had been at that time and 
for some time prior to that actively 
pushine vour organization in the 
United StatesP A.—Yes, that ap- 
plied to other foreign countries as 
well. 

Q.—At that time— A.—Well we 
were contemplating and preparing, in 
order to do that. 
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Q.—I have not the date at my 
fingers’ ends, but it seems to me you 
had not actually extended it elsewhere 
than in the United States at the 
time? A.—Over in England, but we 
did not regard that as a foreign coun- 
try. 

Q.—Then this section was intended 
to pave the way for your extension in- 
to the United States and other coun- 
triesP A.—No, we were in the States, 
but I was afraid that at any time an 
insurance commissioner perhaps _hos- 
tile to us would call for a deposit, and 
as a matter of fact the commissioner of 
Wisconsin very shortly after that de- 
manded a deposit. 

Q.—Perhaps he heard of the sta- 
tute? A.—Maybe. 

Q.—Then the fourth section makes 
it lawful for you to make the deposit 
by section 39 of the Insurance Act in 
the securities required by the said 
Act. That was one of the things you 
wanted away back in 1889? A.—Yes. 


Q.—Just look at the section. I have 
no doubt that is so. In the case of 
Associations incorporated elsewhere 
than in Canada for the purpose of 
carrying on the business of insurance, 
those associations may deposit with 
the Minister $50,000 and then get a 
license. Then there is a restriction, 
‘‘Provided that at the time of mak- 
ing the said deposit the society shall 
file the constitution and laws of the 
society,’’ etc. Then in case of amend- 
ment there is to be a similar filing. 
Then a provision in case of repugnant 
or contradictory provisions. Then up- 
on making a deposit and filing the 
constitution the society shall be en- 
titled to a license. And you were to 
make an annual statement exhibit- 
ing the assets and liabilities of the 
society, and the income and expendi- 
ture, and such other information as 
is deemed necessary. Then there is 
a penalty for delay. Then there is 
the. Government inspection. And 
then there igs a provision as to the 
payment of certificates, and policies 
which ‘is material, and I call atten- 
tion to it—‘‘Every certificate and 
policy issued by the society shall con- 
tain a promise to pay the whole 
amount therein mentioned out of the 
mortuary fund.’’(Reads down to the 
words ‘‘without reduction or abate- 
ment.’’) Then there has to be printed 
upon your policy. ‘“‘This society is 
not required by law to maintain the 
reserve which is required of ordinary 
life insurance companies, > and then 
there is the provision of which you 
spoke awhile ago that the words ‘‘as- 
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sessment system’’ shall be printed up- 
on every policy, application, and so 
on. Then sections 8, 9 and 11 are re- 
pealed. They had become useless be- 
cause you had carried your point? 
A.—Yes. 

Q.—Then you were prohibited from 
assuring any annuity or endowment. 
That endowment feature was still den- 
ied to you? . A.—Yes. 

Q.—Were you seeking that at all 
vigorously? A.—No, we had aban- 
doned that or abandoned it at this 
time. 

MR. HARPER: 
1895 P 

WITNESS: There is no reason why 
we should not have had it thongh. 


MR. SHEPLEY: Q.—Then as I 
take it, all along the line you defeat- 
ed the enemy when you got that sta- 
tute ? A.—We thought so. 

Q.—And you think sq stillP A. 
—Yes. 

Q.—You had secured the bonding 
of the statute to the special features 
of your system? A.—yYes. A sort 
of recognition that it was a system. 

Q.—I do not want to stay too long 
in the smoke of the contest but I 
want to go through with you the - 
memorandum which the Superintend- 
ent addressed, remonstrating against 
the Bill. 

MR. HUNTER: That is as the 
Bill was introduced in 1895. ‘There 
was no such remonstrance against the 
Bill in 1896. 

MR. SHEPLEY: I thought the 
Doctor said the bill in 1895 was sub- 
tantially the same Bill as that sub- 
mitted in 1896. 

MR. HUNTER: He means the 
effect of the provisions. 


MR. SHEPLEY: Q.—What was 
said in 1895 by the Superintendent 
was equally applicable to the Bill in 
1896? A.—No, I think his attitude 
towards us was very much modified. 

Q.—The provisions against which 
he was directing his artillery in 1895 
were the same provisions as in 1896? 
A.—Pretty near the same. 

Q.—Substantially? A.—Yes. 

Q.—‘‘When this Order was apply- 
ing for incorporation in 1889 the 
undersigned had the honor to sub- 
mit;’ (Reads down to the words 
“inténded to amend.’’) A.—TIs that 
letter not directed to the Bill of 1895? 

Q.—This is directed to the Bill of 
1895. You are quite right about 
that? A.—And when we brought in 
practically the same Bill the next 
year we had a very different attitude 
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‘from the Superintendent of Insurance 
towards that Bill. 

Q.—I quite appreciated that when 
you said it before. What I am try- 
ing to get you to say, if you will say 
it, is this: That there were no changes 
in 1896 in your Bill itself to remove 
his objection. The change may have 
been in his own views upon the sub- 
ject? A.—Yes, 

Q.—But there was no such sgsub-+ 
stantial change in your Bill as of 
itself would have made this— A.— 
No, I think they were practically the 
same. 

MR, TILLEY: Q.—“TI then stated, 
paragraph 5, that the society was 
practically carrying on the business of 
life insurance on the level premium 
plan at insufficient rates. An alter- 
ation has been made in the Bill re- 
lative to special assessment as it then 
existed. The Bill is now numbered 
225, and reads as follows :— 

‘‘Whenever there are no available 
funds to pay the endowments or other 
benefits of the Order, the Executive 
Council shall order a special assess- 
ment, which shall be paid by each 
member in his own subordinate Court 
within 30 days from the date of the 
call, and the subordinate Court shall 
forthwith submit the same to the 
Supreme Secretary. As I under- 
stand this Bill until the whole of the 
reserve fund is exhausted a special 
assessment cannot be made, and un- 
til then only the rates fixed by the 
by-laws can be demanded from the 
members. In confirmation of the 
statement that the Order is transact- 
ing the business of insurance practi- 
cally on the level premium plan, not- 
withstanding the provisions of such 
Bill, I- refer to the small pamphlet 
issued by the Order dated Ist Oc- 
tober, 1894, in which are given the 
following reasons why you should join 
the I. O. F. 1. Because it has already 
over a million dollars of surplus to 
back up its promises. 2. Because 
there are no assessments on death. 
Every Forester knows exactly how 
much he has to pay each month. 3. 
Because a membership in the I. O. F. 
will secure from $250 to $1,500 on 
total and permanent disability from 
disease or accident, without any addi- 
tional cost. 4. Because you are not 
worried as to the number of assess- 
ments you will make from month to 
month. Members pay each month a 
stipulated rate, according to age at 
initiation. These payments mav be 
made monthly, quarterly, annually or 
semi-annually, to suit the convenience 
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of the member himself.’? A.—There 
is just one comment with regard to 
that opinion, that we could not assess 
until every dollar of the surplus was 
paid up. We met that view at the 
next session of the Supreme Court, 
if I recollect rightly by inserting the 
word , “available” the ‘‘available 
funds.’ So that we could assess, al- 
ae we might have at the time 
quite a surplus, but which was not 
available—simply to meet the objec- 
tions of the Superintendent, and har- 
monize our position with his view. 


MR. SHEPLEY: What you intend- 
ed to bring about, and what perhaps 
you did bring about, was that you did 
not have to disturb the investments 
of the surplus? A.—There are some 
funds that are not available; for in- 
stance deposits with Governments. 
The deposit with the British Gov- 
ernment would not be available, be- 
cause that view might have been cor- 
rect, although it was never intended 
to be so by us. We altered the con- 
stitution to meet the views of the 
Superintendent. 


Q.—As a matter of history hava 
you ever made such an assessment ?\ 
A.—Certainly not, never within sight 
of it. 


Q.—You have always had available 
funds? A.—Money to burn, and we 
burn it for the good of the Order 


Q.—Then we deal with the question 
of the sufficiency of the rates. Youi 
observe that in the reference to the 
pamphlet which the Order issued in 
the previous October it was stated 
that your system was advantageous 
because there were no assessments o1* 
death. ‘‘Every Forester knows ex- 
actly how much he has to pay eac]} 
month.’’ A.—That is quite true. 
No assessments because our members 
pay, according to the contention of 
the Superintendent himself, a stipu- 
lated sum per month, and assessments 
cannot occur until we have no money 
to pay the claims of the widows and 
orphans. 

Q.—Now the next matter I wish 
to go through, because it is in the 
report, and I do not want to leave 
it out, but that will probably be the 
subject of a more definite inquiry a 
little later on, that is—what shall T 
say—the criticism of the paper known 
as the ‘‘Kconomist.””? Mr. Fitzger- 
ald quotes from an article in the 
‘‘Heonomist of London’’ of the 21st 
December, 1893, under the heading 
‘‘Where not to insure.’? I suppose 
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you are familiar with that literature? 
A.—Oh, yes. 

Q.—Like a good general you always 
know where the forces are that are 
on the other side? A.—Yes. 

Q.—‘‘The well known standing and 
reputation of the ‘Economist’ are 
such as to entitle its views to very 
great respect.”” Any comment to 
make there? A.—Well, just from 
the standpoint you have; whether the 
‘‘Economist”’ carries any real weight 
in matters of insurance just depends 
where you stand. From our stand- 
point we believe it was paid to write 
this article. : 


Q.—You think it was? A.—TI have 
no doubt it was. 

-—You think it was a_ hireling 
that did not care so much for the 
Job as for the pay? A.—Certainly, 
ready to earn his fee, and not to re- 
present the truth with regard to the 
Foresters, and there has been a lot 
of such literature manufactured. 

: Q.—Your suggestion I suppose is 
that it was the old line companies 
that were behind the attacks upon 
you? A.—No question about that. 
Q.—Then we will just go rapidly 
through the article which is as fol- 
lows; (reads from) ‘‘we have recently 
taken exception to the course adopted 
by an American Insurance Company’’ 
to ‘1893. That igs true as a matter 
of fact that you did endeavour to re- 
gister in 1893 in England or is it 
not? ‘‘It was also sought to register 
the company in the United King- 
dom as a friendly society in the course 
of 1893?’ A.—We not only sought, 
but we registered in England. 


Q.—‘‘But their method of conduct- 
ing business was such that in Janu- 
ary, 1893, final intimation was given 
through the ‘‘Times’’ by the Registrar 
of Friendly Societies that the pros- 
“pectus as it is issued appeared to be 
essentially misleading.’? Is that a 
fact? A.—There was. something of 
the kind, but that related only to our 
Sick and Funeral Benefit Depart- 
ment of Friendly Societies Depart- 
ment. This deals with that entirely. 

Q.—Reads from ‘‘caution: should be 
preserved by any person having deal- 
ings with the Society”? to ‘‘the Order 
became entitled to trade as a life in- 
surance company?’ A.—That is 
wholly incorrect. We did not begin 
to trade until we got the warrant. 
But we found afterwards that we 
could do the Friendly Society’s work 
under Our warrant as an Insurance 
company, and we gave notice to the 
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Registrar to cancel our license as a 
friendly society. 

Q.—You did make the deposit of 
£20,000? A.—Yes. 

Q.—And you did become entitled by 
virtue of that deposit to do business 
as a life insurance company? <A.— 
Yes, but not as represented there. 
Having been as represented there dri- 
ven out of the United Kingdom as a 
friendly institution and then we 
sought to register as an insurance 
company, that is not correct. We 
voluntarily abandoned the license from 
the Friendly Societies’ Bureau  be- 
cause we had found out that we could 
do the business under our warrant. 

Q.—Under the general license? A. 
—Yes. 

Q.—Reads from ‘‘the system of the 
Order was explained in an_ address 
delivered in London during May last 
by its chief officer’? to ‘‘published in 
1842.” Did you make such a statement 
as that? A.—Certainly not. 

Q.—You never made such a state- 
ment in London or elsewhere? A.— 
That could not be established by the 
fact and you know that is untrue. 

, Q.—You did not make such a state- 
ment? A.—No sir. 

Q.—You told us yesterday how your 
rates were made. You made no con- 
trary statement to that in London? 
A.—No sir, and you will be glad to 
know that last year we had a surplus 
from the premium payments of those 
old members who are paying those old 
rates of nearly a quarter of a million 
dollars. 

Q.—You told me so yesterday? A. 
—Well, it is worth telling over and 
over again, because it is rather a 
remarkable fact. 

-Q.—Worth telling elsewhere, byt 
perhaps all of us who are here are 
either Foresters already or are not 
going to be? A.—Well, some of this 
will reach the outside man on the 
street. 

Q.—Reads from ‘‘by what process 
the actual cost is made up we are un- 
able to discover’? to ‘‘actuarial sci- 
ence has been set at defiance.’’ You 
would not say you had set actuarial 
science at defiance, would you? A.— 
No. I might say that the history of 
the Order has set actuarial computa- 
tion in a very bad light. 

Q.—The Order does not fit actuar- 
ial science any better than it fitted 
the old Statute? A.—No. 

Q.—Reads from ‘‘this is, however, 
of small importance since it has been 
actually admitted that actuarial sci- 
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ence has been set at  defiance’’ to 
‘‘one-half what is charged by British 
companies.’’ I suppose that is a fair 
statement of what you were doing? 
A.—I think so. Not quite that. 
Q.—Reads from ‘‘to take a specific 
instance”’ to ‘‘Two pound ten.’’? Would 
that describe with sufficient accuracy 
what your contentions were? A.— 
They are not set forth accurately. 
Q.—What is wrong about that? 
Did you advertise that for £1 prem- 
ium you would grant such a policy as 
this, £100 at death or total disable- 
ment, all premium paying to cease 
at 70, and for ordinary insurance, 
payable at death the rate charged by 
British offices was £2.10.1. A.—Our 
rate would have been higher than that 
and we would not advertise any rate 
below our minimum rate. We were 
always extremely particular, one of 
the things I enjoined upon them. 


Q.—Is the rate stated here below 
your minimum rate? A.—Yes. 

Q.—And you never advertised as 
stated here? A.—We never adver- 
tised anything that could not be up- 
held in public, in a public controversy. 

Q.—You say you never did issue in- 
surance policies of this class for this 
money? <A.—Or those rates. 

Q.—Then he says: reads from 
‘however it will be found that for 
several reasons the comparison thus 
made is neither fair nor true’’ to ‘‘en- 
titling the holder to participate in the 
profits earned?’’ A.—I cannot tell you 
as to that because I am not cogniz- 
ant of what particular pamphlet he 
has. There were some pamphlets is- 
sued without authority and which 
the moment they were brought to my 
attention, were recalled, because the 
statements were not true; they were 
exaggerated statements, and I point- 
ed out to our people in the old coun- 
try that that was a very bad policy 
to nurse. 

Q.—Then you say _ inadvertently 
some literature was circulated mak- 
ing a comparison such as spoken of 
here? A.—Exaggerating our _ posi- 
tion, which was not necessary. 

Q.—And that you called in? A.— 
Always called in any. such thing as 
soon as it was discovered. 

Q.—Did it happen more than once? 
A.—Oh, in some countries, for in- 
stance Australia, I think there were 
some, and in some of the States. 

Q.—And as soon as the news reach- 
ed you. you did what you could to 
stop .itP A.—Certainly. Ine fact 
that is one of the reasons why we 
have tried to issue all publications 
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from the head office and sell them to 
the jurisdiction, so as to insure their 
accuracy. 

Q.—Of course it would not be a 
fair comparison to compare your 
premium rate with the premium rate 
of the company which granted par- 
ticipation in profits? A.—Well, you 
will find that that never was done. 

Q.—Not even inadvertently?. A.— 
Not even inadvertently, I fancy. 

Q.—Then the writer of this article 
goes on to say that no_ surrender 
values were allowed by the Order of 
Foresters such as were given by Bri- 
tish offices. That is true, of course? 
A.—Yes. 

Q.—‘‘Thirdly,’’ reads to ‘‘since the 
Order has no practical existence as 
a friendly society.’? A.—That is an 
untrue statement. 

Q.—That is the same mistake that 
was made in the earlier part of the 
article, treating you as not being a 
friendly society, whereas in fact you 
are? A.—Certainly we are and 
helped each other a lot in the United 
Kingdom in a fraternal way. 

Q.—Reads from ‘‘Fourthly”’ to ‘‘ex- 
tra premiums, whenever required.’’ 
That is correct? A.—Yes. 

Q.—Reads on to ‘‘average member- 
ship of 37,114.”’ Did you make a 
statement to that effect? A.—No, I 
don’t remember that I did, but if 
I did it was true. 


Q.—‘‘On this basis in the course of 
7 or 8 years the membership would be 
practically renewed?’? A.—Yes. 


Q.—Reads from ‘‘But apart from 
the fact that such reasoning has again 
and again been proved by experience 
to be fallacious’’ to ‘‘allowed their pol- 
icies to lapse.’? Then he goes on to 
deal with another subject. Reads 
from ‘‘the comparison of rates is not, 
however,’’ to ‘‘no statement of ac- 
accounts has been issued by it here.’’ 
A.—The only observation there is that 
with regard to the expenses charged 
to the membership, they may be re- 
garded as paying for the fraternal 
and social privileges secured by them. 
The masonic bodies have to pay for 
their social privileges and yet they 
get no insurance benefits; we have 
established this system, taking the 
friendly society’s system of giving a 
place of meeting for the members 
and other social privileges, we have 
grafted upon that the insurance de- 
partment. 

Q.—That is you have an insurance 
company grafted upon a friendly so- 
ciety? A.—That is right, and there- 


INSURANCE. 9995 


SESSIONAL PAPER No. 66 
67th day, September 14, 1906. 


fore this observation that we are un- 
fair in not mentioning these expenses 
for the social and fraternal depart- 
ment, if I may be allowed the expres- 
sion, does not seem to me to be fair 
because it is a different benefit en- 
tirely that is paid for. 

Q.—Still your member cannot have 
insurance without paying these 
charges? A.—Certainly not, but he 
has that benefit. 

Q.—They are a necessary outgo if 
he is to be insured? A.—Yes, and he 
gets a constant benefit. 

Q.—The insurance is compulsory up- 
on him if he wants the friendly bene- 
fits? A.—Yes. 

Q.—Then the Superintendent refers 
next to a paper prepared by Mr. 
Blackadar, which I omit? A.—Is 
that where.I asked you to take in a 
part of Mr. Blackadar’s paper? 

Q.—You are right. Reads from 
‘G¢ will be observed that Mr. Blacka- 
dar’ to ‘‘its gradual reduction and 
ultimate extinction.’”’ That is the 
view that you think, or you kniow has 


not been borne out? A.—I do not 


think at all about it . 

Q.—That you know has not been 
borne out. I changed the word— A.— 
Certainly, and so do you. Hverybody 
knows. 

Q.—Reads on to ‘‘pay the necessary 
working expenses of the Order.’’ That 
is probably true enough, is it not? A. 
—Well, no. 

Q.—Is it not probably true enough 
that 5 per cemt. of the mortuary 
fund has not been sufficient to pay 
your expenses? A.—No, in a way. 
True in this way that we used some 
other source of income, there are 
some other sources of income that go 
into the general fund for manage- 
ment expenses. But 5 per cent., any 
day we would desire to make it, would 
be quite ample to pay the manage- 
ment expenses of this Order to-day. 
When we get to the accounts we will 
find that the great expenditure are in 
the organizing field, which we are 
not obliged to do except as the inter- 
ests of the Order demand. 

Q.—The memorandum proceeds: 
‘in view of the foregoing it appears 
to be established”’ reads to ‘‘must re- 
sult unless a readjustment of bene- 
fits is made.’’ That is what the Sup- 
erintendent was saying in 1895? A. 
—Yes, history answers it. I want to 
put in, so as to bring before the Com- 
mission fairly the expenses of the 
Order as compared with others be- 
cause you can value these things only 
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by comparison. Will it come in 
now? 

Q.—Whenever you like. This is a 
paper which has been prepared and I 
take it it is not among the papers 
that have been furnished to me? A. 
—I don’t think this has been. It is 
a ratio of expenses between the two 
systems, 

Q.—I put this in. I shall not at- 
tempt to criticize it at the moment 
because I have not time. ‘‘Compari- 
son of expense ratios extracted trom 
the Parliamentary Report of the De- 
partment for the year 1905. (Read 
and filed as Exhibit 446.) 

MR. LANGMUIR: Is it the aver- 
age of the whole? 

MR. HUNTER: Yes, your Honor, 
the average of the whole. A.—The 
expenses of the old line companies 
during that year were some $15 per 
policy or per member. Ours were a 
little over $2. 

MR. SHEPLEY: Then Mr. Fitz- 
gerald proceeds: ‘‘the Order has un- 
der its present Charter power to is- 
sue policies’ reads to ‘‘on the part of 
Parhament.’? That you would not 
find fault with? A.—Oh no, especi- 
ally in view of the fact that Parlia- 
ment, did grant it. 

Q.—‘‘It will be in a sense g re-af- 
fixing of the Government stamp’’ 
reads to ‘“‘that Parliament should not 
grant the seal of approval which the 
Bill asks. For these reasons the un- 
dersigned is of opinion that the 
first section of the Bill should not be 
adopted.’? Then he deals with the 
second section and says: (reads to) 
“which they do not at present pos- 
sess.’’ You did not, I think, get 
that power in 1896? A.—I_ don’t 
think we asked for that power; I 
think he is mistaken. 

Q.—Then Section No. 3 of the Bill: 
Reads from ‘‘this section is intended 
to amend Section 6” to ‘‘invest in 
British Government securities.’”’? ‘A. 
—We deposited the securities, but 
they were Canadian securities. The 
securities were deposited as required 
by the British Act, but they were 
Canadian securities, 

Q.—The British Insurance De- 
partment accepted Canadian securi- 
ties? A.—Yes, Prince, Rupert’s 
Land, Consols or Loan. 

Q.—That you call a Canadian se- 
curity? A.—Certainly. 

Q.—Issued in London? A.—Yes, on 
the strength of lands and other securi- 
ties in Canada. 
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Q.—‘‘The undersigned is of opin-: 
ion that the securities in which the 
Order proposes to invest are free from 
objection.’”’ Reads to ‘‘in favor of 
investments in Canada.’’ That you 
would not find fault with? A.— No, 
that is substantially the position of 
the Order. While the majority of 
the membership is in the United 
States we only ask as a maximum 
sum the half. 

Q.—Then he deals with Section 4. 
Reads from ‘if that amendment is 
granted’’ to “‘subject to Government 
inspection which it is not.’’ In the, 
following year that became inappli- 
cable because you got Government 
inspection? A.—Yes, that is not » 
fair comment on our position. 

Q.—I am inclined to say that it 
is entirely inapplicable to the Bill 
you actually got through? A.—Yes. 

Q.—Now I will deal for a moment 
with some of the correspondence that 
was passing at that time. I have 
what purports to be a letter to you 
of the 11th of July, 1895, from Mr. 
Fitzgerald explaining an apparent 
discrepancy between certain rates 
which you had given and which he 
had given. Do you remember the 
circumstances ?P A.—Yes. 

Q.—What his letter says is this: 
—‘‘The apparent discrepancy between 
your rates and mine”’ reads to ‘very 
nearly accurate in every case.’? You 
remember that letter? A. ven 
My contention is that I gave mine 
as per member and he says he made 
a table computing it upon the basis 
of per thousand. of insurance and 
put the two as comparable. That 
was not fair. He ought to have 
taken the same basis that I did, if: 
he wanted to get another table to 
compare with mine. 

Q.—I will ask you about that when 
we come to your letter to Mr. Sem- 

ple. Then you answered that on the 
sth July and this appears to be the 
letter. You remember that you did 
answer it, I suppose? A.—Yes, I 
answered his. 

Q.—“‘I beg to asknowledge receipt 
of your favor of the 11th inst. rela- 
tive to Table No. 9.’’ Reads to 
‘‘were due to the fact that you were 
in part guessing at the data.’? What 
did you mean by that? A.—In his 
letter he does not say that does re- 
present the exact figure; he says ‘‘ap- 
proximate.’’ If that does not mean 
guessing I do not know what does. 

Q.—That is what you mean by it, 
that he was talking approximations 
instead of getting the exact figures? 
A.—Certainly. 
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Q.—‘‘Which is perhaps excusable 
under the circumstances.’ Reads to 
‘‘however, aS your figures appeared 
to be innocuous before the Banking 
and Commerce Committee,’’ you could 
not help crowing over him, could 
you? A.—I am Indian, you know. 

Q.—(Reads on) to ‘‘in the interest 
of the people of the country.’ ‘That 
is what you said then and what you 
say now, whenever you ask for legis- 
lation you ought to get itP A.—tI 
think so, because we never asked for 
anything that we ought not to get. 
What we asked for was in the inter- 
est of the Order and of the system. 

Q.—Your letter to Mr. Semple then 
was a document intended to promote 
the legislation? A.—Certainly. Cam- 
paign literature. 

Q.—You address him as ‘‘Dear Siz 
and Brother.’’ Was he g Forester? 
A.—Certainly. 

Q.—Reads from ‘‘the appeal to 
Parliament”’ to ‘‘do not rank even 
as an assessment company.”’ I should 
have asked you what societies did you 
understand, apart from the old line 
insurance companies, were stirred up 
to this fierce opposition? A.—There 
were two or three of our brother 
friendly societies came trooping down 
to Ottawa to prevent the granting 
of our Bill of incorporation. For- 
tunately we had a sensible Finance 
Minister and he told them they had 
not made out any case at all. 

Q.—That was in 1895? A.—Yes. 

Q.—You did not mean the Act of 
Incorporation, you meant the Act 
amending it? A.—Yes, the amend- 
ing Act. 

Q.—I asked you what companies or 
societies they were, if you remember ? 
A.—TI think one was the Ancient Order 


of Foresters and another was the Can-: 


adian Order of Foresters, and if my 
memory serves me J think it was the: 
Royal Templars of Temperance. All 
rival institutions. 

Q.—The Ancient Order of Fores- 
eye aa which you had seceded? 

—Yes 

Q.—And the Canadian Order of 
Foresters? A.—Who had _=§ seceded 
from us. 

Q.—That is how these brethren 
dwell together in amity? A.—Oh, 
they did not disturb us or our kindly 
regard for them. 


Q.—Still you spoke of them as be-. 


ing ‘‘stirred up to fierce opposition P” 
A.—In campaign literature I was én- 
titled to say that. 

Q.—Reads from ‘‘the Foresters are 
not a life insurance organization” to 
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“Can assessment company.’ A.—That 
is correct. 

Q.—(Reads on to) “Their stability 
and permanence.” ‘‘You seem to be 
dealing with the Bill as having no 
substantial features about it except 
the amount of the increase in your 
certificate?”? A.—That is the chief 
feature, if I remember correctly, and 
the increasing of our power to hold 
real estate, for the building here. 


Q.—Then there was the getting the 
Government inspection and the doing 
away with— A.—We really did not 
care for that particularly. We put 
it in because we thought we might 
get it, and it would not do any harm 
if we did not get it. Would you al- 
low me to put this in? My explan- 
ation to the Supreme Court with re- 
gard to the Act? 

Q.—In the report of the Supreme 
Chief Ranger to the Supreme Court 
and its Appendix ‘‘A’?P A.—Yes. 

Q.—The page is in Roman numer- 
als, VII. At the Session of 1895. 
This is your report, and I am glac: 
to put it in, and your letter to Mr. 
Semple. You begin ‘‘In accordance 
with the instructions of the Supreme 
Court adopted at its last session by 
practically unanimous vote,’’ reads to 
“the High Court of New Brunswick.’’ 
What High Court was that? A.— 
Our own High Court, 

MR. LANGMUIR: What is the 
date of that? 


MR. HUNTER: This is the Report 
presented in 1895. 


MR. SHEPLEY: The meeting of 


the Supreme Court was held at Lon- 
don on the lst and 2nd of August; 
at Glasgow on the 9th of August; and 
at Belfast on the 10th August, 1895. 
Your own High Court opposed the 
mandates of the Supreme body? A. 
—Yes. 

Q.—(Reads from) ‘‘The Chairman 
of the Banking and Commerce Com- 
mittee’’ to the beginning of the letter 
to Mr. Semple. You quote the letter 
I have just been dealing with. That 
is the end of the discussion of that 
subject in your report? A.—Yes. 

Q.—Then I will read from the let- 
ter which I have before me. I would 
like you to say, if you will, what were 
the reasons why your Order was agi- 
tating for increased power in respect 
to granting insurance? A.—Because 
we would get a better class of men; 
lawyers for instance, when approach- 
ed to join the Order, would say, 
“Oh well, $3,000 is hardly enough to 
bother with the Order for.”’ 
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Q.—You found that the sum for 
which you were able to insure? A. 
—Did not attract the class that I was 
anxious to get in. 

Q.—Any other reason? A.—I think 
that was the chief reason. This per- 
haps had better go in, subsequent to 
that in which the Supreme Court di- 
rected us to re-introduce the Bill. 

Q.—Yes, that is pertinent at pre- 
sent? A.—Showing that we were 
acting under the directions and com- 
mands of the Supreme Court, which 
body we were, I may say, the ser- 
vants of. 

Q.—‘‘The following motion was 
moved by Brother W. T. R. Preston, 
the Supreme Conductor.’? What is a 
conductor? Anything to do with 
lightning? A.—He conducts the can- 
didates through the— 

Q.—Through the mazes? A.— 
Through the mazes at initiation. 

Q.—‘‘The Supreme Conductor, W. 
T. R. Preston, seconded by Brother 
George Kappele and referred to the 
Special Committee on amendments to 
Charter,” reads to ‘“‘having already 
taken the preliminary steps to have 
the Bill again presented before Par- 
hlament at its next Session in Janu- 


ary.’ That was your authority to re- 
introduce the BillP A.—Yes. 


Q.—Now your letter to Mr. Semple 
very properly puts the right to have 
your insuring power increased upon 
your giving reasonable guarantees of 
your ability to redeem your promises, 
and reasonable guarantees of your 
stability and permanence? A.—Yes. 


Q.—Then your letter proceeds: ‘‘if 
it be conceded that $5,000 is not too 
large a sum for any man to leave to 
his family’? to ‘‘has been before the 
Supreme Court for the last 8 or 10 
years but it was not recommended’’ 
—did the representatives of the New 
Brunswick High Court vote for it too? 
A.—Yes, I think they did. This re- 
fers to the past approval. At that 
time that it was approved I think 
there was no opposition at all in the 
Supreme Court. The opposition from 
New Brunswick developed upon local 
issues very suddenly. 

Q.—Let us understand. You had 
at your meeting in 1895 reported 
that the Executive had introduced 
the Bill and you got that introduction 
approved of? A.—Yes. 

Geary ou had ‘not met before since 
what year? A.—A couple of years be- 
fore, probably. I think at that time 
we were meeting biennially. 

Q.—In 1893? A.—Yes, I think so. 
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Q.—Do you say that at the meet- 
ing in 1893 you were specifically in- 
structed to bring in such a Bill? A. 
—We may have just discussed it as 
to the propriety of asking for such a 
Bill and the concensus of the opinion 
of the membership was that it was a 
good move to make. There may not 
have been any formal resolution. Then 
upon that we acted. And at the next 
Session you have just read the action 
of the Supreme Court officially. 

Q.—When the Supreme Court met 
in 1895, but what I am _ speaking 
about is your official authority to in- 
troduce the Bill, before you intro- 
duced it, if there was any? A.—Oh, 
we frequently discussed measures of 
that character openly and did _ not 
take any official action. 

Q.—I suppose if there was any dis- 
cussion at your biennial meeting next 
before 1895, it will appear upon the 
minutes? A.—Not necessarily. I am 
just telling you that sometimes we ask 
the opinion of the representatives 
and do not take any official action. 

Q.—What do you mean here when 
you speak of recommending the Bill? 
You say that the question of increas- 
ing the benefit has been before the 
Supreme Court for the past 8 or 10 
years but it was not recommended? 
A.—That no official action had been 
taken. 

Q.—That is that you had not intro- 
duced the Bill? A.—Certainly. 


Q.—But you had _ introduced it, 
largely of your own intiative, had 
you not? A.—You mean into the 
Supreme Court? 


Q.—No, in Parliament? <A.—No, 
that could not be done without get- 
ting the opinion of the Supreme 
Court as to whether they would sanc- 
tion the asking of the additional 
power. ; 

Q.—How could you get the opinion 
of the Supreme Court except at a 
meeting of the Supreme Court? A.— 
Certainly, I could not get it other- 
wise, but if I said to the Supreme 
Court the opinion of the Executive is 
that we ought to go to Parliament 
and get this additional power, there 
would be a discussion upon that state- 
ment and we would get the opinion 
of the Supreme Court, but not in an 
official way, if the discussion showed 
that everyone was in favor of it. 

Q.—It would not necessarily be up- 
on the minutes? A.—No. 

Q.—But if you got that in 1893 you 
would not have waited until 1895 to 
introduce your Bill? A.—Oh, I don’t 
know We often wait several years, 
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having a thing in contemplation be- 
fore we take action upon it. 

Q.—Not if it ig recommended with- 
out a dissentient voice by the whole 
Supreme Court as a thing that is 
right to be done? A.—We have to 
wait for public opinion. 

Q.—Do you say that as a matter of 
memory or are you just arguing about 
it? A.—I say it as a matter of mem- 
ory that we often wait. 

_Q.—But I am speaking of this par- 
ticular measure, this particular sub- 
ject? A.—Then I am speaking as a 
matter of memory. 

Q.—Do you say that in 1893 at that 
last meeting of the Supreme Court 
there was a discussion at which it was 
agreed this legislation was desirable? 
A.—I say it was 8 or:9 years before 
that, it had been discussed in the 
Order in the Supreme Court. 

Q.—At their meetings from 2 vears 
to 2 years? A.—Yes, this matter was 
submitted. 

Q.—And had the Supreme Court in 
1893 come to the conclusion that the 
time was ripe for legislation? A.—It 
must have. 

Q.—Are you saying that as a matter 
of memory, again I ask you, or are 
you arguing? A.—No, as a matter 
of memory; I don’t know what you 
mean by ‘‘as a matter of argument.’’ 
It is no use for me to argue with you, 
you will get the best of me. 

Q.—I do not mean that. Do you 
mean that it must be so although you 
do not remember it, or do you remem- 
ber it as a matter of fact? A.—No, I 
Say it must have-been so. 

Q.—Then that is what I mean by 
arguing. I do not use the word in an 
invidious way. You think it must be 
so, although you do not remember it 
as a matter of fact? A.—Yes. I will 
have it looked up; there may be 
something in the minutes. 

Q.—You say specfically in your let- 
ter to Mr. Semple that it has been be- 
fore the Court for 8 or 10 years but 


was not recommended to the members 


and then the question was passed by 
the Supreme Court without a dis- 
sentient voice. You see how specific 
the statement is? A.—Yes. 
Q.—(Reads from) ‘‘granted that 
there are no reasons’ to ‘‘from which 
I take the following extract.’’ You 
set out Clause 14 of the Bill that you 
introduced? A.—The original Bill. 
Q.—That makes it the duty of the 
Supreme Chief Ranger and the Se- 
cretary to prepare annually a state- 
ment of the financial condition and 
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affairs and so on, verified by statutory 
declaration and file it with the Sup- 
erintendent of Insurance? A.—As it 
is done to-day. 


(Adjourned till 2 o’clock. 


AFTERNOON SESSION. 


Resumed 2 P.M., Friday, Septem- 
ber 14, 1906. 


HOME LIFE ASSOCIATION OF 
CANADA resumed: 


\ 

APPLETON J. PATTISON recalled: 

MR. TILLEY: Q.—yYou are already 
sworn, was there at any time an agree- 
ment that you should be paid $90,- 
000 in connection with the bonus on 
stock or commutation of contract or 
for any other purpose? A.—There 
was a verbal agreement. 

Q.—With whom? A.—Mr. Strat- 
ton. 

Q.—Was the agreement with him 
personally ? A.—Personally, yes. 
Well, now, perhaps I am _ wrong 
about that. 

Q.—I would like you to be accur- 
ate? A.—I want to be, and that is 
the reason I am savine the _ price 
agreed upon: was $90.000. I think 
that was with Mr. Stratton, but 
whether it was Mr. Stratton or Mr. 
Warren I would not like to say now. 

Q.--Do you sav vov cannot remem- 
her which it was? A.—Mr. Warren 
conducted the negotiations. 

Q.--Why do not you answer the 
question, do you say you cannot say 
which it was, never mind the reasons 
for it? A.—The understanding was 
$90,000 and that was with Mr. Strat- 
ton and myself, but how that was 
reached, whether it was Mr. Warren 
or myself or Mr. Stratton that reach- 
ed that sum I cannot say. 

Q.—You cannot say who it was that 
agreed on $90,000? A.—At first. 

Q.—When was $90,000 first agreed 
on, how long before October 12th? 
A.—It was the sum that was fixed all 
the time from the time of the nego- 
tiations. 

Q.—Then when did the negotiations 
take place? A.—They ran over sever- 
al weeks, I could not give you the 
date of that. 

Q.—How long prior to October 
12th? A.—It would run over several 
weeks, I am not sure it was two 
months; the exact date I cannot give 
you. 
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Q.—I would like you to say how 
long before October 12th you had 
agreed on $90,000? A.—I cannot 
give you the date. 

Q.—Two months? A.—But I have 
told you I cannot give the date. 


Q.—Was it as long as two months? 
A.—I cannot tell you how long it 
was, it was at the beginning of the 
negotiations which ran over some 
time. 

Q.—According to your best recol- 
lection was it about two months? A. 
—I would think it was 6 weeks or 
two months. 

Q.—And 6 weeks or two months be- 
fore the transaction closed it was dis- 
tinctly understood, according to your 
understanding, that you were to be 
paid $90,000? A.—Yes. 

Q.—Up to that time had any sug- 
gestion been made to you that you 
would have to pay any part of $90,- 
000 to any person representing the 
People’s Life? A.—No. 

Q.—Had there been any suggestion 
OF the kitid? iA;-——No, 

Q.—Then from the time that it was 


agreed on at $90,000, without any 


suggestion of your paying back any 
part of it, was anything said as to 
the amount down to October 12th? A. 
—No, I expected to be paid $90,000. 

Q.—So that for two months that 
transaction stood in that way, that 
you were to be paid the full $90,000 
without any further discussion about 
the time? A.—Whatever the time 
was. 

Q.—Six weeks to two months, why 
did the transaction stand for those two 
months? A.—Whatever time it stood 
was because of the holidays interven- 
ing, and I think because of Mr. 
Stratton being away, and for the 
purpose of discussion and considera- 
tion of the parties interested. 

Q.—What holidays intervened? A. 
—I cannot tell you that. I think 
that I was away for a short time and 
Mr. Stratton was away for a short 
time. 

Q.—Do you mean the summer vac- 
cation? A.—It would not be as far 
back as that I think, July-and Au- 
gust. 

Q.—What holidays do you refer to? 
A.—The holidays I was taking and 
the holidays Mr. Stratton was taking. 

Q.—You mean your personal holi- 
days? A.—Yes. 

Q.—Where did you go at that time? 
A.—I imagine I went to my country 
home north of Toronto. 
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Q.—Staying there during the day? 
A.—I did that frequently. 

Q.—For how long? A.—Sometimes 
for two weeks at a time, a week to 


ten days. 
Q.—<As late as September? A.—Oh 
yes. 


Q.—Where was Mr. Stratton? A. 
—I could not tell you that. He told 
me he was going away, but where he 
went I could not say. 

Q.—As I understand you had de- 
finitely arranged your terms with Mr. 
Stratton or Mr. Warren some 6 weeks 
or two months before it was closed and 
then it stood in that shape while I 
suppose you would make your arrange- 
ments with your other directors and 
get the matter ready to close? A.— 
Yes, that was the cause of the delay it 
there was a delay. 

Q.—Then until October 12th there 
Was no suggestion you would not get 
the whole $90,000? A.—No, no sug- 
gestion. 

Q.—Tell me who was the first per- 
son to mention the amount to you 
on the 12th? A.—Mr. Stratton. 

Q.—Where did he mention it? A. 
—I am under the impression he men- 
tioned it at our office. 

Q.—At the Home Life office? A. 
—Yes; I am under that impression. 

Q.—Were you alone with him? A. 
—yYes. 

Q.—What did Mr. Stratton say? 
_ A.—That he would—I cannot give you 

the exact words, the gist of it was 
that he would have to reduce the 
amount from $90,000 to $80,000. 


Q.—You would have to ‘reduce the 
amount from $90,000 to $80,000, was 
that all that was said? A.—Yes. 

Q.—Did you say ‘“‘We have agreed 
on $90,000? A—The way Mr. 
Stratton put it I understood that was 
all he could pay. 

Q.—Did you say “We have agreed 
on $90,000 ?’’ A.—No, I did not, 
because he knew that. 

Q.—Tell us then the discussion, you 
did not give up $10,000 as easy as 
that? A.—There was actually no 
discussion took place. 

Q.—What was said? A.—Mr. 
Stratton said that was all he could 
pay. 

Q.—What do you mean that he 
could pay? A.—AIl he would pay or 
could pay. 

me had agreed to $90,000? A. 
—Yes. 

Q.—Did you tell him soP A.— 
No, because he knew that. 

Q.—And it was all he could pay? 
_A.—It does not appear so now, but 
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that was the understanding I had of 
it. 

Q.—What hour of the day was that? 
A.—That was in the afternoon about 
three o’clock or half past three. 

Q.—Did he have the money then ? 


‘A.—I do not know. 


Q.—Nothing was said about hav- 
ing the money? A.—No. 

Q.—What happened next? A.— 
The transaction was closed. 

Q.—Did you agree then to take 
$80,000? A.—I do not think that 


'I agreed to take the $80,000 at the 


time Mr. Stratton mentioned it first, 
I do not think I refused; my impres- 
sion is that it was mentioned before 
Mr. Stratton left the office to go to 
the People’s Life; I may be wrong 
about that, but it was either then. 
or on the way to the bank that the 
sum was refused, and I considered it 
for a few moments and decided 1 
would accept it. 

Q.—Something else then was said 
on the way to the bank? A.—Not 
in connection with that except thai 
I was considering the matter myseli. 

Q.—Mr. Stratton came to you and 
said ‘‘All I will pay is $80,000,” and 
there was no discussion at all? A. 
—There was no discussion. 


Q.—No point raised that that part 
of the transaction was already closed 
and settled as to amount? ‘A.—It 
was only a verbal agreement and I 
did not know whether that was settled 
or not; I did not understand the legal 
part of it. 

Q.—Did you understand Mr. Strat- 
ton wanted $10,000 for himself? A. 
—Oh no. 

Q.—You say you did not? A.— 
No, I did not. 

Q.—Did you ever say to any di- 
rectors of the Home Life that in 
settling the amounts you paid them 
that you had to divide with Mr. 
Stratton? A.—No. 


Q.—Will you consider you made no 
reference to anything going to Mr. 
Stratton to any director of the Home 
Life? A.—Yes, I will swear that if 
such a statement is made whoever 
made it is under a misapprehension, 
or else I have not made myself per- 
fectly clear to him when talking. 


Q.—Tell me what you told the di- 
rectors of the Home Life? ees F 
have already told you that the mat- 
ter of the amount that was to to be 
received was not discussed with them 
at all. 


Q.—Did you ever say anything that 
a director might think you meant you 
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-_had to divide with Mr. Stratton? A. 


—I would not think that any direc- 
tor would be warranted in arriving 
at that conclusion. 

Q.—Did you ever say anything from 
which he might draw such an infer- 
ence P A.—I do not think so. I 
paid moneys out of the money re- 
ceived other than those detailed here. 

Q.—What moneys did you pay other 
than those detailed here? A.—You 
only asked me for the amounts I paid 
the directors. 

Q.—What other moneys did you pay 
other than those you have told us 
about? A.—I paid a commission to 
a broker. 

_Q.—Who was the broker? A 
Is not that a personal matter now? 

Q.—No, I think not? A.—If it 
is not you might want to know what 
I did with all the money I received. 


Q.—We may? A.—I have not any 
objection to telling you if that is the 
desire of the Commission. Whether 
the brokerage was mixed up with the 
other or not I cannot tell you; I paid 
$1,500, I think it was to a Mr. Mc- 
Phillips. He was a gentleman who 
started the negotiations for the con- 
solidation of the two companies. 


Q.—What is his occupation? A. 
—I am not sure, I think he was a 
newspaper editor. 

Q.—What kind of a newspaper? A. 
—I think it was an insurance journal. 


Q.—What is the name of the in- 
surance journal? A.—TI don’t know. 

Q.—Don’t say you don’t know the 
name of the paper Mr. McPhillips is 
connected with? A.—It is a fact, 
I do not know. 

Q.—Find out from some of your 
staff or the staff you hadP A.—Does 
any one know? I do not know. It 
has not been long in existence and 
I do not know the name of the paper. 


Q.—It is a paper that deals with 
insurance matters? A.—Insurance 
and finance | think. 

Q.—How is it that is the first we 
heard of Mr. McPhililps? A.—I do 
not think I was asked about that. 


Q.—I certainly asked how the ne- 
gotiations commenced, did they com- 
mence through Mr. McPhillipsP A. 
Yes. 

Q.—Who was he acting for? <A.— 
IT do not know, but he came to me 
and asked if I would be willing to 
take over the business of another com- 
pany, and the next interview I had 
was with Mr. Stratton. That is all, 
that is the onlv time Mr. McPhil- 
lips had anything to do— 
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Q.—Mr. McPhillips asked you; 
what time of the year 1905 did he 
ask you that? A.—It would be short- 
ly prior to our entering into negotia- 
tions with Mr. Stratton himself, I 
cannot give you the date of that. 

Q.—That would be probably June 
1905 ? A.—It may have been June 
or July. 

Q.—And all he said to you was 
what? A.—He wanted to know if 
we would be willing to take over the 
business of another company and en- 
ter into arrangement, such arrange- 
ments as follows. 

Q.—Did he name the other com- 
pany? <A.—WNo. 

Q.—Did he say anything about the 
“ominission for himself? | A.—Yes. 

Q.—At the time? A.— Yes. 

Q.—What did he stipulate for? A. 
+! think he wanted $3,000, but I am 
not sure. 

Q.—At the time the negotiations 
started? A.—I think so. 

Q.—What happened next was you 
had a call from Mr. Stratton? A.— 
Mr. Stratton called to see me. 

Q.—Did you know that Mr. Strat- 
ton came as the result of a talk you 
and Mr. McPhillips had? A.—yYes. 

Q.—When did Mr. McPhillips get 
his money? A.—After the transac- 
tion was closed, about the same time 
as the payment. 

Q—In October? “A-2—Yes. 

Q.—Did he know you had been paid 
000? A.—I do not know that. 

Q.—Did he know you had bee paid 
something privately? A.—You mean 
the payments that I received from Mr. 
Stratton? 

Q.—There cannot be any question 
about what I mean? A.—I do not 
know what you mean, else I would not 
ask the question; when you say pri- 
vately what do you mean by that? 

Q.—You cannot imagine what I am 
asking you about when I ask you if 
he knew you had beer, paid some 
money privately? A.—There was 
nothing private about the transaction 
with Mr. Stratton. 

MR. McLAUGHLIN: Personal. 

MR. TILLEY: Q.—Did he know 
you had been paid any money? A.—I 
think he must have known that or 
else he would not have expected me 
to pay a commission. 

Q.—Did he suggest that fact to 
you? A.—In the arrangement for the 
commission ? 

Q.—Yes? A.—Yes. 

Q.—When he was getting his money 
did he suggest to you you have heen 
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paid money? A.—The payment to 
him was the result of that, he did not 
suggest it, because he knew I had re- 
ceived some money, he must have 
known that. 

Q.—Did you tell him it? ~ AST 
think I did. 

Q.—Did you tell him how much? 
A.—No, I do not think so. 

Q.—Was Mr. McPhillips paid some- 
thing by the People’s Life, too? A. 
—I do not think so. 

Q.—Have you exhausted now all 
the moneys you paid out of the $80,- 
000? A.—Yes. All in connection 
with the transfer or the directors or 
any one else. 

Q.—Any one else connected with the 
transaction in any shape or form? A. 
Yes. 

Q.—And the balance of the money, 
amounting to about $60,000, was used 
for your own private purposes? A: 
—It left about $60,000. 

Q.—And that was all used for your 
own personal purposes? A.—Yes. 

Q.—Nothing to do with the com- 
pany or anything else in the shape of 
commissions? A.—Nothing at all. 

Q.—Now, then, will you tell me 
what statement made by you to direc- 
tors might be construed into an in- 
ference that you had paid Mr. Strat- 
ton money, or had to divide’ with 
him? A.—I do-not think there is 
any such statement. 

Q.—Will you say nothing you have 
said to any of the directors would 
warrant them in assuming that you 
had paid Mr. Stratton money, or di- 
vided it with him? A.—To the best 
of my understanding of what I said, 
yes; I cannot tell what conception 
may have been reached by them. 


Q.—It is possible they may have 
thought that? A.—I think it is pos- 
sible that they may have thought that. 

Q.—And it is possible they may 
have thought that from something 
you said? <A.—I do not think they 
would be warranted. 


Q.—It is possible that they would 
from something you said come to 
the conclusion that you had had to 
divide the money with Mr. Stratton 
in some way? A.—It is possible. 

Q.—The amount that you were to 
be paid, $80,000, it was settled at 
any rate before you got into the 
bank? A.—I think it was settled at 
the bank desk, in the Traders’ Bank 
at-the desk. 

Q.—Where in the Traders’ Bank? 


A.—At the desk where I received the 
money, 
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Q.—You received money? A.—I 
had handed to me the money which 
was deposited in the bank. 

Q.—Did you have any money in 
your hand at all? A.—Oh yes. 

Q.—Actual cash? A.—Yes. 

Q.—Or a bank receipt for it? A. 
—No, it was cash. 

Q.—How much cash? <A.—$80,- 
000. 

Q.—Did you count it? A.—Yes, 
$80,000 and $29,222 I think it was. 

Q.—What were those sums made up 
of? A.—The ‘shares—I am speaking 
from memory now and I would like 
to have the figures because I want to 
be correct, the exact figures you have. 

Q.—In what? A.—In the evidence 
and in the books I think. 

MR. McLAUGHLIN: $29,100 and 
there was $120 which Mr. Pattison 
spoke of afterwards. 

MR. TILLEY: Do you know now? 
eee think it was $80,000 and $29,- 

Q.—Did you receive these sums both 
at the same time? A.—Yes. 

Q.—And you received ‘cash for 
them? A.—My impression is it was 
all cash, there may have been a 
cheque for part payment. 


Q.—Whose cheque? A.—I could not 
tell you that now, I had not seen the 
documents till we got to the bank, 
had not seen the money. 

Q.—What documents did you have 
at the bank? A.—I did not have any 
document, when I gay documents I 
mean a cheque, if there was a 
cheque. 

Q.—In what denomination was the 
money? A.—They were large bills, 
I think $500’s and $1,000’s, I do not 
remember the denominations. 

Q.—You counted it? A.—Yes. 

Q.—Was that handed to you by 
Mr. Stratton or some person in the 
bank? A.—yYes, by Mr. Stratton. 


Q.—Where did he get the money to 
hand you? A.—I ‘could not tell you 
that, he left me with the General 
Manager of the bank for a few min- 
utes. 

Q.—Was the General Manager of 
the bank there during your discus- 
sion? A.—I think he was sitting at 
his desk over at one side of the room. 


Q.—When you were discussing the 
amount? A.—No, I do not think so. 


Q.—You had settled the amount be- 
fore you went in there? A.—We were 
at the desk where they deposit money 
and Mr. Strathy was in his own pri- 
vate office; that is my recollection. 


a 
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Q.—You had agreed upon the 
amount before Mr. Stratton left you 
in Mr. Strathy’s office? A.—I think 
so. : 

Q.—Where did Mr. Stratton go or 
how long was he away? <A.—Only 
just a few moments, or a few minutes. 

Q.—As though to get money? A. 
—He left me, and went into the 
bank; I did not ask him for what pur- 
pose; it would be only a matter of 
conjecture. 

Q.—What was your understanding 
at the time? A.—I supposed he went 
for the money. 

Q.—Did the come back into the 
General Manager’s room with it? A. 
—He came back, whether it was in 
the General Manager’s room or at 


the desk where we filled out the 


money. 

Q.—Did you fill out slips for your 
moneyr  <A.—I filled out a slip for 
deposit. 

Q.—Did Mr. Stratton fill out a slip 
at the same time? A.—Not to my 
knowledge. ; 

Q.—Did he count out the mone 
to you or did he just hand it to you 
ima rollr  A.—_I cannot. say. 


Q.—Did he take that out of a larg- 
er sum or was that all he had to hand 
Volee wee.) think that®. was alieot 
saw; I think I was handed a roll ot 
bills by him to count; I think that 
is my recollection of it. 


Q.—You think he handed you a roll 
of bills which he had ready to hand 
to you, and you counted it? A.— 
Yes, 

Q@.—And then you made out a de- 
posit slip in your own handwriting ?. 
A.—Yes, I think so, I. think there 
were three slips. 

Q.—Why three slips? A.—TI think 
I separated it into three accounts. 

Q.—In the bank? A.—That is my 
recollection of it. | 

Q.—Under what names were those 
accounts? A.—TI think they are un- 
der my own name or my own name 
in trust. 

Q.—Why did you divide it into 
three accounts? A.—I thought I 
would wish to divide the deposits leav- 
ing a part of the money in the Tra- 
ders’ Bank and using a part in other 
banks; I took it in the form most 
convenient to carry it out. 

Q.—What form was most conveni- 


ent to carry it out? A.—It was to: 


have the deposits separate so that I 
would have conveniently bankable 
paper for the other banks to whom 
I might desire to transfer a part of 
the money. 
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Q.—What do you mean by conveni- 
ently bankable paper? A.—I had it 
separated into sums that I thought 
would suit my convenience for use in 
the other banks. 

Q.—How could your convenience be 
consulted in connection with the other 
banks? A.—It was only my own 
idea of arrangement— 


Q.—You are not a man who moves 
without reason, why did you divide 
that into three accounts—you have 
not given us the reason yet?  A:— 
IT have. 

Q.—What was! it? A.—Ilt was. a 
purpose of using the deposits to be 
deposited in other banks. 

Q.—Did you get deposit slips? A. 
—I got certificates of deposit. 

Q.—From the bank? AY es: 

Q.—For each account? A.—For 
each of the three accounts. 

Q.—You intending to transfer the 
money to other banks? A.—A part 
of it. 

Q.—How much of it? <A.—My re- 
collection is now that I transferred 
$79,000 of that money. 


Q.—From one account that you 
have there, or taken from different 
ones of the three? A.—Taken from 
different ones of the three. 

Q.—Some from each? A.—No. 

Q.—Let us understand how you 
divided, did you put the $29,220 in 
one account ? A.—Yes. 

Q.—That is the stock transaction? 
A.— Yes. 

Q.—Then that left you $80,000, how 
did you divide it? |A.—$30,000 fin- 
ally in the Bank of Montreal, and 
$30,000 in the Traders’ Bank, where 
it was originally deposited and $20,- 
000 in the Dominion Bank. 


Q.—And where did you leave_ the 
$29,220? Did you cheque that out 
at once to the parties? Ae That 
was deposited in the Dominion Bank 
and chequed out immediately, I think. 

Q.—To the persons from whom you 
gomistock Pa Ac_Yes: 

Q.—Why did you distribute that 
$80,000 around in that way to dif- 
ferent banks? A.—It is a practice 
I always do, I do not know that there 
is any special reason for it. 

Q.—Had you a bank account in the 
Bank of Montreal? A.—Some years 
ago I had. 

Q.—Had you at that time a bank 
account in the Bank of Montreal? 
A.—No. not at that time. | 

Q.—You had in the Dominion? A. 
Yes, 
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Q.—Had you in the Traders’? A. 
—wNo. 

Q.—Why did you go to the trouble 
of dividing the money up in that way? 
A.—I considered it was a large de- 
posit and IJ preferred to divide it up 
as I wished. 

Q.—So as to save the risk of losing 
the money? A.—Not necessarily, I 
did not attribute any risk to money 
in the Dominion Bank. 

Q.—Did you want it known that 
you had that amount of money at the 
time you were making the transfer to 
the People’s Life? A.—My bank- 
ing arrangements had nothing to do— 

Q.—Did you want it to become 
known? A.—I had not any objec- 
tion to it being known. 

Q.—Did you divide the Traders’ 
Bank’ up into thirty thousand, thirty 
thousand and twenty thousand before 
you transferred it to other banks, 
that is the $80,000? A.—My recol- 
lection is that that was divided into 
$30,000, $30,000 and $49,220. 

Q.—And then when you divided it 
again. you divided the $49,220 into 
two amountsP A.—No, I did not do 
that, I deposited that all in one sum 
into the Dominion Bank, that is my 
‘recollection of it. If you attach any 
importance to it I will get the bank 
book. 

Q.—Did you see Mr. Stratton with 
ee that time? A.—No, I did 
no 

Q.—Did you know he had $10,000? 
A.—IJ did not. 

Q.—Do you swear that? 
swear that. 

Q.—Did you know he was getting 
$10,000 out of the $90,000? A.—T 
did not. 


Q.—Where did you think the other 
$10.000 was going to? A.—What 
other $10,000? 

Q.—The $10,000 you had bargained 
for and were to be paid for two 
months? A.—I did not think Mr. 
Stratton had got it. 

Q.—Who did you think had got it? 
4A.—I did not know anyone had it. 

Q.—You had no idea that that $10,- 
Pes taken by Mr. Stratton? A. 
—No. 

Q.—When did you discuss that $90,- 
000 or $80,000 with Mr. Stratton 
after that? A.—After the transac- 
tion had been closed? 

Q.—Yes? A.—I do not think it 
has ever been referred to. 

Q.—It was referred to since this? 
A.—I do not think so, we have never 
gone into the matter again. 
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Q.—Not going into it again, but 
mentioning it? A.—I spoke to Mr. 
Stratton here to-day about it. 

Q.—Have you spoken to him before 
to-day since that time? A.—I do not 
think so. 


Q.—Will you swear you have not? . 


A.—To the best of my recollection. 

Q.—What was the conversation to- 
day? A.—I referred to the matter of 
the $80,000 and $90,000, and told 
him that I had heard his evidence 
here before I left. 

Q.—Then you brought the subject 
up? A.—Yes. 

Q.—In connection with the evidence 
he gave here yesterday? A.—Yes, lI 
only mentioned, perhaps it was an 
improper thing to do, but I had 
heard the evidence here before I left, 
and I said that his recollection was 
substantially the same as my own ex- 
cept that J did not think the exact 
time he had mentioned at first was 
correct according to his statement, 
that is all. I should like to say furth- 
er that I had no idea that I was 
wanted yesterday. I understood you 
to say you were through with me, else 
I would not have gone away. 

Q.—We left messages at your of- 
fice afterwards to a different effect? 
A.—Yes. 

Q.—When you were discussing the 
matter with Mr. Stratton on the 
12th did you tell him how much you 
were paying out? A.—I think not 
the 12th. 

Q.—When did you tell him that? 
A.—I think before that that I had ex- 
plained to Mr. Stratton that I was 
being required to pay considerable 
sums out. 

Q.—How much did you tell him? 
A.—I do not think I told him the 
amounts, 

Q.—What was the object of telling 
him that? A.—Well, I thought that 
it was fair for him to know I was 
not getting all the money he was pay- 
ing. 

Q.—And I suppose as a reason why 
he should pay as much as you were. 
asking him to pay? A.—I did not 
have that object in view exactly. 

Q.—What would influence you? A. 
—That would be the effect of it. 

Q.—Did you tell him to whom you 
were paying it? A.—I may have 
mentioned the names of some of the 
directors to whom I was paying. 

Q.—I want to know whether you 
did tell him? A.—As to the exact 
details that I gave him I could not 
say. 
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Q.—Did you tell him you were pay- 
ing something to the people you were 
getting the stock from? A.—Yes. 

Q.—That would be the directors? 
A.—Yes, 


Q.—So that Mr. Stratton knew 
from what you told him you weré dis- 
bursing part of this money to the 
rest of the directors of the Home 
Life? A.—I think he did. 

Q.—Can you say what impression he 
would naturally get from you as to 
the amount that was being disbursed 
in that way? A.—I think he would 
have gathered that I thought it was 
a large portion of the moneys being 
received. 

Q.—What portion? A.—I do not 
know as to the portion. 

Q.—Say $50,000? A.—I do not 
think so, I think he knew I was get- 
ting more than that. 

Q.—Would he think you were pay- 
ing out $40,000? A.—As a matter of 
fact I paid out more than $40,000, 
didn’t I? 

Q.—That is on the stock too? A. 
—Yes, the stock and the bonus. 


__Q.—But then Mr. Stratton got the 
idea no doubt you were paying out a 
great deal more than you did pay out? 
A.—I do not think I would have en- 
deavored to convey a false impres- 
sion. 

Q.—In putting through a transac- 
tion lke that you would not be very 
careful? A.—I should certainly try 
to be. 

Q.—Did you try to give Mr. Strat- 
ton some exact idea of what you were 
paying? A.—TI do not think so. 

Q.—Were you trying to give him 
some inexact ideaP A.—wNo. 

Q.—What were you trying to doP 
A.—I do not think I was trying to 
do anything only to give him inform- 
ation of the transaction. 

Q.—Why did you not tell him the 
amount? A.—I was not trying to mis- 
lead him. 

Q.—I want to know what idea Mr. 
Stratton would get as to the amount 
of money you had to disburse out of 
the $80,000, eliminate the question of 
stock entirely, of the $90,000 original- 
ly? A.—I cannot tell you what idea 
he got. 

Q.—No, no, tell us what inference 
— A.—tThe idea I tried to convey? 

Q.—Yes? A.—I presume I tried to 
convey the facts so far as I gave him 
the information exactly as they were. 

Q.—You would not try to tell him 
exactly what you were paying it out 
for for fear he might know, you would 
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not tell him the amount, is that what 
you meanP A.—TI do not think so. 

Q.—Did you not want him to think 
you were paying out a good propor- 
tion of the $90,000? A.—I did not 
want Mr. Stratton to think I was 
paying out more than I was. 

Q.—Did you not want him to think 
you were paying out a large propor- 
tion of the $90,000? A.—I think not. 

Q.—Did you tell him ‘‘This is not 
all profit, I have got vo pay a good 
deal of this out’?P A.—I may have 
used words to convey that meaning. 

Q.—And is that. before the amount 
of $90,000 was fixed? A.—Certainly, 
before it was paid. 

Q.—Before it was fixed? A.—Yes, 
it was fixed when it was paid. 


Q.—Before the $90,000 was fixed? 
Ae Quite) so—-n0, «Ff .don’t think | it 
was. 

Q.—When did _ that conversation 
come on, it would not come up after 
you had fixed on $90,000? A.—The 
amount was fixed before any definite 
arrangement was made for the sum 
Mr. Stratton was going to pay, the 
$90,000. 

Q.—You were telling Mr. Stratton, 
‘Understand, this is not all profit: 
I have to pay out a good deal,’’ I 
want to know whether you were tell- 
ing him that before or after you have 
agreed on the $90,000 which you say 
was a month or six weeks before the 


. deal went through? A.—That is my 


recollection, before the deal went 
through that the $90,000 was fixed. 

Q.—Starting from- that did you 
have that sort of conversation with 
Mr. Stratton before that period of 6 
weeks or two months? A.—No, It 
would be subsequent to that. 


Q.—So that after you had agreed 
with Mr. Stratton on $90,000 you 
were telling him, ‘‘Remember, I have 
to pay out a good deal of this, it is 
not all profit’’—tell me why you were 
saying any such thing to him: unless 
he were asking you to re-pay or refund 
or divide something? A.—I do not 
know that there would be any special 
object in that; I may say to you that 
the negotiations, which followed with 
the different shareholders at more 
than one time promised to prevent 
the acquisition of, the People’s Life 
business altogether. ; 

Q.—And you were telling Mr. 
Stratton— A.—I may have discuss- 
ed that with Mr. Stratton at that 
time. 

Q.—Is not this the fact that you 
were telling Mr. Stratton, ‘‘Remem- 
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ber, I have got to pay out some of 
this money’ > and you were telling the 
directors of the Home Life, ‘“Remem- 
ber, I do not get all this, Mr. Strat- 
ton gets some back,’’ is not that the 
factr A.—WNo. 

Q.—Were you not sawing one off 
against the other that way? A.— 
.o; I think I said to the directors I 
would have to make payments or 
make a payment outside of the 
amounts they received. 

Q.—That is something you did not 
tell us before? A.—I have told you 
just now I did make a payment out- 
side. 

Q.—I am not asking you anything 
about what payments you made, but 
you did not. tell us before that you 
told any of the directors that you 
might have to make a payment out- 
side of paying them? Ac Desay 
might have made that statement. 

Q.—Did you make that statement? 
A.—I won’t swear I did. 

Q.—Will you swear you did not 
make that statement? A.—No. 

Q.—Don’t you think you did? A. 
—You have tried to imply I have 
done so; there was a good deal of 
discussion with the directors and I 
am not prepared to follow every word 
that was said to the directors, nor 
the inference they might draw. 

Q.—Did you not say to the direc- 
tors that “I have to pay something 
outside of what you people get’’P A. 
—I may-have said that, which was 
true, 

Q.—Did you mention any person’s 
name? A.—I. do not think so. 


Q.—Will you swear you did not? 
A.—I would swear I did not. 

Q.—Will you swear you did not 
mention Mr. Stratton? A.—yYes. 

Q.—Did you mention Mr. McPhil- 
lips’ nameP ‘A.—I do not think I 
mentioned any name. 

@.—Did the other directors know 
that Mr. McPhillips brought you and 
Mr. Stratton together? A.—I do 
not think so. — 

Q.—Did not the other directors 
know specifically of Mr. McPhillips’ 
payment? A.—Not to my knowledge. 

Q.—You told no person that you 
were paying Mr. McPhillips money? 
A.—I do not think so; I may have 
mentioned it to Mr. Firstbrook. 

Q.—You may have mentioned you 
were paying Mr. McPhillips money, 
and told of the real transaction with 
Mr. McPhillips? A.—I may have 
mentioned it. 

Q.—And then with directors gen- 
erally you may have told them that 
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you had to make some payment out- 
side of what they were getting? A. 
—I may have done that. 

Q.—And you have said before that 
the directors might infer from what 
you said that you were making pay- 
ments to Mr. Stratton? A—You 
place that inference on it. 

Q.—You say they might have in- 
ferred that? A. “They may have 
inferred that. 

Q.—Have you found the report 
made by actuaries in connection with 
the People’s and Home Life amalga- 
mation? A.—I have never seen any 
such report. 


Q.—Because no person seems to know 
where it is? A.—I do not understand 
you. Do you mean the report which 
was made prior to the passing of the 
resolution by the directors of the 
Home Life? 

Q.—Yes? A.—Well, I would think 
that the notes ought to be in the 
Home Life office. ; 

Q.—Would it be a formal report or 
just notes of a report? A.—I think 
it would be a formal report by Mr. 
Fitzgerald and notations by myself. 

Q.—You have not got it in your 
possessionP A.—No. 

JAMES R. STRATTON, re-called 
by 

MR. TILLEY: Q.—Is this the book 
for your account in the Bank of 
Montreal at that time? A.—Yes. 


Q.—And this account shows the de- 
posit of $10,000? A.—It does. 


Q.—When was that deposited? A. 
—On the 14th October, 1905. 


Q.—When was this amount written 
in, $10,000 in the credit column? A. 
—I telephoned for the books yester- 
day as arranged with the counsel to 
my book-keeper, and I told him that 
on the 13th or 14th there was a de- 
posit of $10,000, and he brought me 
the book up on the evening train 
last evening. 


Q.—Did he come up with it him- 
self? A.—He came up with the two 
books, and he said it is rather strange 
that when the deposit was made it 
was entered in the books of the bank 
of Montreal and it is entered in my 
account, -but the copying clerk. in 
copying it did not enter it in the 
bank book at the end of the month. 
He had to go to the bank yesterday 
afternoon to get it inserted. But 
you will see that the totals are cor- 
rect and the balances. 


Q.—So that $10,000 that is now 
shown in the bank book in the credit 
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column for October 14th was entered 
yesterday? A.—After I telephoned. 

Q.—Don’t you think it would have 
been better to leave the book as it 
was when you were asked to produce 
it? A.—I did not know anything 
about it. I telephoned him to bring 
up the books. 

Q.—Did you tell him what it was 
for? A.—I told him it was to show 
{ had deposited $10,000 in the Bank 
of Montreal on the 13th or 14th and 
I wanted the deposit book showing 
that deposit. 

Q.—And he got the book, and he 
got the bank to show the deposit? A. 
—He turned up the book and he saw 
it was not entered, and he took the 


_ book of his own accord and had the 


bank enter it. 

Q.—Is he here to-day? A.—No, 
he went home on the ten o’clock train 
last night. 

Q.—Did he come up specially to 
bring the two books? A.—Yes. 

MR. McLAUGHLIN: There ought 


_to be no misunderstanding about this; 


the balance shows distinctly it was 
entered? A.—Yes, absolutely. 

MR. McLAUGHLIN: If there is 
any doubt about it at all bring the 
accountant from Peterboro. 


WITNESS: There is no doubt 
about that, that is correct. 
MR.. TILLEY: The balance here 


balances, but that particular $10,000 
was not shown in the bank book? A. 
—I understand it is shown in the 


bank account, not in this pats book, : 


but that is an error in ie copying 
clerk in copying down. 

Q.—Not discovered until we ask for 
it A.—No. 

Q.—Although the book all the way 
through shows the checkings that 
have been made to see whether it 
comes out right? A.—Balances. 

Q.—Every balance is*checked? A. 
—Yes, 

Q.—Every check that is issued has 
a stroke opposite it? A.—The 
checks are all right, and the totals 
are all right. 

Q.—In fact every cheque has a 
check mark on each side of the 
amount all the way through the book 
from beginning to end, and that $10,- 
000 was not discovered until we asked 
for the book yesterday. 

Q.—Were there any instructions to 
leave that $10,000 out of your bank 
book? A.—None whatever, why would 
it be? 

Q.—Never any discussion about it 
at all? A -—Never the slightest. 


Home Life. Ass’n of Canada. 
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Q.—The $10,000 missed, although 
the book has been checked in that 
Way since— 

MR. McLAUGHLIN: There is a 
good deal said about this and it is 
a very serious matter. I would like 
the Commission to thoroughly under- 
stand that that $10,000 is carried out 
in the balance. The balance adds 
up; I do not see why this matter 
should be repeated and reiterated 
over and over again. 

MR. SHEPLEY: Mr. Stratton has 
said it once, you have said it twice 
and Mr. Tilley has said it once. 

MR. McLAUGHLIN: Mr. Tilley 
has emphasized it a great many times 
that. everything else is checked and 
this entry was not made until it was 
called for—mentioned it for no other 
purpose than to endeavor to create 
an inference that Mr. Stratton had 
done something wrong. 

MR. SHEPLEY: 
think that. 

MR. McLAUGHLIN: There is a 
little freedom of speech, you know. 

MR. SHEPLEY: ‘There seems to 
be a good deal. 

tACTAVISH: The _ book 
does not contain the proper entry it 
should contain, that is the pass book, 
that is all, that does not prove any- 
thing. 

MR. McLAUGHLIN: And _ the 
balance brought out shows it must 
have been deposited that day. 

MR. SHEPLEY: There is a cheque 
issued on your account on the 11th 
October for $10,000, do you know what 
that cheque was for? A.—Yes,I asked 
the bookkeeper what it was for; it 
was a cheque transmitted to my ac- 
count at the Dominion Permanent. 

Q.—Here in Toronto? A.—Yes. 

Q.—So that on the 11th October a 
cheque was issued to you and deposit- 
ed in the Dominion Permanent Loan 
Company, Toronto, against your Peter- 
boro account? A.—On what date is 
that? 

Q.—That is to say it would reach 
the Peterboro account on the llth? A. 
—Yes, I would suppose so. 

Q.—Then it must have been deposit- 
ed here I suppose on the 8th or 9th? 
A.—I suppose on the 8th or 9th. 

Q.—Do you remember that $10,- 
000 cheque? A.—No, I frequently 
deposited cheques that way. 

Q.—And there is no connection be- 
twen that cheque and this transac- 
tion? A.—None whatever. 

Q.—It is entirely distinct; have you 
looked at the Dominion Permanent 


You must not 
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books to see if there was a deposit: 
there? <A. I have not looked at any- 
thing. I telephoned down for these 
books, and I know the transaction 
thoroughly, and there is no miscon- 
struction can be placed on anything 
so far as I am concerned. 

Q.—Tell us how that $90,000 was 
raised, $80,000 of which went to Mr. 
Pattison, and was divided as he 
states, and $10,000 of which is deposit- 
ed in your bank account at Peter. 
boro? A.—I have explained that. 

Q.—You have, but it does not ac- 
cord with your bank? A.—Yes, the 
understanding with Mr. Pattison was 
Mr. Pattison was to receive $90,000 


Q.—Just listen to this: you got 
$90,000 from the Traders’ Bank. 
(Reads from page 2172, column l, 
of the evidence). ‘‘Was the cheque on 
the Traders’ Bank A.—The cheque 
was on the Bank of Montreal, Peter- 
boro.’ There is no cheque charged 
up against you in the Bank of Mont. 
real, Peterboro, for $90,000? A.—I 
have explained that to you. I told 
you I went to the Bank and I gave 
them my cheque for $90,000 expect- 
ing 

Q@.—I asked then and I ask you 
again, on what bank was that cheque, 
that $90,000? A.—I told you that 
bank cheque’ was on the Bank of 
Montreal at Peterboro. 

Q.—Where is that shown? A.—It 
did not go through; I said I arranged 
with the bank for $90,000 temporar- 
ily and that I received the $90,000 
on my cheque, that, I had retired that 
cheque with the agreement, with 
Mr. McCutcheon’s note and the 
assignment of the agreement entered 
into by the Home Life Association. 

Q.—Then I understand now that 
that cheque on the Bank of Mont- 
real, Peterboro, was never cashed at 
Peterboro? A.—Never cashed at 
Peterboro. 

Q.—That is the first time I under- 
stand that—— 

MR. McLAUGHLIN; There seems 
to have been some misunderstanding 
about it, because it was distinctly 
said by Mr. Stratton before, and if 
you look up the evidence you will 
find it there. 

MR. TILLEY: We had not better 
discuss what the evidence shows, but 
it is there whatever you did say. 

Q.—You gave to the Traders’ Bank 
a cheque on the Bank of Montreal, 
Peterboro? A.—Yes. 

Q.—On the 12th? A.—Yes. 
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Q.—In the afternoon? A.—I would 
not say whether it was the morning 
or around about noon. 

Q.—You told us that you got the 
money when Mr. Pattison was with 
you at the bank? A.—I got the 
money during the day. 

Q.—You said before you got it 
when Mr. Pattison was with you? A. 
—I cannot remember every little de- 
tail, but I got the money during the 
day; it may have been before 12 
o’clock, it might be one o’clock or two 
o'clock; I had the money at any rate. 

Q.—Do you. say now that your 
former statement might not be cor- 
rect, and that it was before Mr. Pat- 
tison went to the bank that you got 
the $90,000? A.—I had the $90,000 
before Mr. Pattison went to the bank. 

Q.—You say now it was before Mr. 
Pattison went to the bank? A.—Yes, 
there is no doubt about that. 

Q.—Then you had the $90,000 in 
your pocket? A.—I had. 

Q.—In bills? A.—In certificates. 

Q.—What certificates? A.—Thous- 
and dollar certificates. 

Q.—Certificates of what, some 
bank A.—The Dominion. 

Q.—Dominion certificates for $1,- 
000°, A.—Yes. 

Q.—You mean Dominion of Canada 
certificates? A.—Yes. 

Q.—Where did you get those? A. 
—From the Traders’ Bank. 

Q.—You had how many of them? 
A.—I could not say exactly, whether 
they wére five hundreds or thousands. 

Q.—You do not remember now? A. 
—I do not remember exactly, there 
were some 1000’s and there may have 
been some 500’s. 

Q.—Making in all $90,000; any 
more? A.—No. 

Q.—Where did the $29,220 come 
from? A.—That was a cheque issued 
by the People’s Life on an advance 
to Mr. McCutcheon for stock that 
was taken over from Mr. Pattison, I 
think it was 29,220 some odd dollars. 

Q.—Was that in the shape of a 
cheque? A.—No, in the shape of cash 
drawn to retire his stock, 

Q.—Who cashed the cheque? A.— 
I had the money, I do not know 
whether I cashed it. 

Q.—Where did you get the money? 
A.—From the Dominion Permanent. 

Q.—You had at the Traders’ Bank 
pee more than the $90,000? A.—TI 
ad. 

Q.—How much more? A.—I must 
have had the $29,220 that was paid 
Mr. Pattison for the stock. 
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Q.—So that you had over $119,000? 
A.—Yes. 

Q.—And had it all in cash A.— 
Yes. 

Q.—Why did you have it in cash? 
A.—Mr. Pattison wanted it cash. 

Q.—Did he say he wanted it cash? 
A.—No, he did not say, but he inti- 
mated he would prefer it in cash I 
think; I do not exactly. remember 
that. 

Q.—Do you think he told you he 
would like to have it in cash and 
then you went with Mr. Pattison you 
now say to the bank with the money 
ready to pay him? A.—So that there 
will be no misunderstanding, the Peo- 
ple’s Life and the Home Life were 
sitting concurrently, there was a 
meeting of the People’s Life, and 
there was a meeting of the Home 
Life, and the necessary formalities or 
documents were being passed by both, 
and after the conclusion of the ar- 
rangements by the People’s Life I 
went over to the Home Life, and I 
saw Mr. Pattison as per arrangement 
with the Home Life, and I endeavor- 
ed to make the best arrangement I 
could for the Home Life and the Peo- 
ple’s Life combination. Mr. Pattison 
expected to get $90,000, and I inti- 
mated to him it was impossible, not 
probable, that the arrangement could 
be carried through if he insisted on 
$90,000, and his Board was there 
awa'ting the meeting of our Board 
to .carry through the understanding 
and arrangement. Mr. Pattison and 
I walked out then, and in walking 
down we walked towards the bank 
and into the bank, and in mention- 
ing the matter to Mr. Pattison he 
thought the arrangement should he 
carried through with the $90,000. I 
told him I thought $80,000 would be 

Q.—All that could be arranged, 
in connection wtih the matter. 


Q.—All that could be arranged, 
what did you mean by arranged A. 
—That would be given for the con- 
tract to Mr. 


Q.—Did he understand you were 
paying the money? A.—wNo, I do not 
know what understanding he may have 
had about it; I did not carry on the 
negotiations with him. 

Q.—yYes? A.—Well, the negotia- 
tions with regard to he details were 
carried on by ‘Mr. Warren. ' 

Q.—Did Mr. Pattison understand 
you were paying the money yourself 
or not? A.—I do not know what Mr. 
Pattison understood, I do not think 
Mr. Pattison would understand that. 
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Q.—So that we start with that pro- 
position that you think that Mr. Pat- 
tison would understand that the 
money was coming from some person 
other than yourself personally? A.— 
Oh yes, as a matter of fact in the 
agreements that was drawn— 

Q.—Answer the question; you knew 
he was paying out part of the money 
to other directors? A.—No, I say I 
did not know he was paying any di- 
rector anything other than Mr. First- 
brook for his contract. 

Q.—Did you think he would be able 
to get all these directors to resign 
without paying them something? A 
—I had no thoughts about it. He 
said they would meet his wishes in the 
matter, they had always been agree- 
able. 

Q.—You contradict Mr. Pattison? 
A.—I do not contradict him, Mr. Pat- 
tison is mistaken. 

Q.—You went down to the Bank 
and— A.—TI arranged with him for 
the $80,000, and I paid him for the 
stock. He handed over the certifi- 
cates of the whole thing. 

Q.—Let us have that part of the 
transaction and get back to the Bank 
transaction; you say you had $90,000 
on your cheque, and the cheque stay- 
ed in the Bank for a day? <A:—lIt 
may have been a day or two. 

Q.—Did you get’ it back? A.—I 
did. 

Q.—What did you do with it? A. 
—I tore it up at the time, it was of 
no value. 

Q.—In the meantime, between the 
receipt of the $90,000 by you and 
the tearing up of the cheque you had 
placed in the Bank Mr. McCutcheon’s 
obligation to payP A.—I had. 

Q.—The Bank had made a loan 
then of $90,000 to Mr. McCutcheon. 

Q.—That $90,000 retired the $90,- 
000 you had got on your cheque? 
A.—Yes. 

Q.—So that that $90,000 was out 
of the way? A.—Yes. 

Q.—That transaction with Mr. Mc- 
Cutcheon was done the day after you 
got the $90,000 and retained $10,- 
000? A.—Yes. 

Q.—And you had the $10,000 in 
your pocket? A.—I ‘had. 

Q.—And it was not till that same 
following day that you put the trans- 
action through with the Home Life? 
A.—It was on the 13th, on the after- 
noon of the 13th. 

Q.—And you say from the 12th, 
when this transaction was closed, un- 
til the afternoon of the 13th, and 
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yet you say you put the transaction 
through at $90,000, you kept $10,- 
000 of it, took it down to Peterboro, 
and put it in the BankP A.—Yes. 

Q.—With no intention to keep it? 
A.—With no intention to keep it 
whatever. 


Q.—When it got to Peterboro it 
was placed to your credit in an ac- 
count that was overdrawn to the ex- 
tent of about $16,000? A.—It was 
placed in my account in the Bank of 
- Montreal, to the credit of J. R. Strat- 
ton. 


Q.—Your account was overdrawn 
over $16,000? A.—That does not 
make any difference if it was $25,000. 

Q.—Your account was overdrawn at 
that time over $16,000? A.—Yes.° 

Q.—And you took the $10,000 down 
from Toronto to Peterboro and put 
it to the credit of that account? A. 
—Yes. 

Q.—And it has remained there ever 
since? A.—It is remaining there as 
I explained to you and the Commis- 
Sion; the arrangement made was $80,- 
000, and as soon as this Commission 
arose, as soon as the Investigation 
had taken place, the arrangement 
would be carried out and the $10,000 
applied, because stronger influences 
and more insinuations would have 
been made if there had been any 
change in the transaction than per- 
haps are applied just now. The 
transaction was a personal one, and 
one of my own inconnection with 
the matter. 

Q.—lIs there any other explanation 
or any other statement you want to 
make?  A.—"That is’ /all. : 

MR. McLAUGHLIN: ‘I. wish to 
read just a paragraph of Mr. Strat- 
ton’s evidence yesterday, because it 
has been denied by Counsel to-day. 

Mr. McLaughlin reads from the evi- 
dence of Mr. Stratton on page 2171, 
colum 1. 


“‘Q.—I asked for the cheque for’ 


$80,000 with which you _ said you 
paid the amount to Mr. Pattison? 
A.—Yes. 

“Q.—Did you get it? A.—I think 
IT said last week, when under exam- 
ination, that I gave my cheque to 
the Bank and the Bank gave me the 
money. IT subsequently retired the 
cheque with Mr. McCutcheon’s note 
and the assignment of the agreement 
and tore up the cheque. It was a 
mere temporary matter.”’ 

MR. McLAUGHLIN: That is ex- 
actly what Mr. Stratton has stated 
over and over again. 
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JUDGE MacTAVISH: Does that 
close the Home Life in the meantime? 

MR. TILLEY: For the present, 
subject to asking Your Honors to 
hear any further evidence at any 
time we think it proper. 

JUDGE MacTAVISH: The same 
rule as before. 


THE INDEPENDENT ORDER OF 
FORESTERS.—Continued. 


Examination of DR. ORONHYA- 
TEKHA resumed. 

MR. SHEPLEY: We had reached 
that part of your campaign letter in 
which you were speaking of the ob- 
jection that you were not subject to 
Government inspection? A.—Will 
you allow me to put this you re- 
member there was a discussion about 
the question of the raising of the in- 
surance being submitted to the Sup- 
reme Court. If you will read it for 
me, that is a copy of the Minutes of 
the Supreme Court, and that is my 
report to them. 

Q.-—Of what date) Av=- 1891: 

Q.—That would be four years be- 
fore that legislation was introduced 
in 1895? A.—Yes. 

Q.—This is in part of your official 
report to the Supreme Court? A.— 

es. 

Q.—(Reads) ‘‘Five years ago I sub- 
mitted the following also for your 
consideration : : 

‘‘When we reorganized the Supreme 
Court five years ago we had but a 
very small membership in good stand- 
ijing—less than four hundred. It was 
not thought safe to create then more 
than a $3,000 Endowment Benefit. 
Indeed strenuous efforts were made to 
restrict our Endowment Benefits to $1,- 
000. We are now strong enough 
numerically and financially to com- 
plete the foundations, as it was ori- 
ginally contemplated, by the creation 
of an additional $2,000 benefit.’’ 

“Tt seems to me that the raising 
of the limit of endowment benefits, 
from $8,000 to $5,000 would greatly 
strengthen our Order, and I am of 
opinion that our financial strength at 
the present time justifies in making 
the change now. I accordingly re- 
commend that the Constitutions and 
Laws be so amended as to provide for 
$4,000 and $5,000 additional endow- 
ment benefits, and that the same be 
put into operation as soon as the neces- 
sary amendments to our Act of ‘‘In- 
corporation can be obtained.”’ 
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Q.—That is what you had in your 
mind this morning, and had in mind 
when you wrote this letter, when you 
said that the matter was passed upon 
without any dissentient voice by the 
members of the Supreme Court? A. 
—Or rather it had been under the 
consideration of our Body for eight 
years. I think I said in a letter; 
as a matter of fact this shows it was 
for nine years. 

Q.—I won’t of course cast any 
doubt upon the statement if you 
choose to make it, that your report 
was adopted unanimously by the Sup- 
reme Court? A.—I think it was. 
There is no record to show it was not 
at any rate. 


Q.—Then you are dealing with this 
objection, and you say immediately 
after what we were reading this morn- 
ing (reads from Exhibit 33): ‘You 
can understand how unfair it is in 
the first place to object, etc.,’”’ (reads 
down to the words ‘‘purposes the ex- 
penditures are made.’’) Is not that 
a little too microscopic when you say 
every dollar? A.—No sir, every cent; 
every cent that we received and ex- 
pended we at that time published in 
detail. 

Q.—Down to the smallest details? 
A.—Yes. 

Q.—That would be perhaps contro- 
versialP A.—It cannot be because 
we will show you the record. Since 
then of course we have modified it. 
I do not say it is done now. 

_ Q.—(Continues reading from Exhib- 
it 33.) ‘‘Besides all this once a year 
we make returns to the Insurance 
Departments of Ontario, etc., (reads 
to the words ‘‘is attached hereto.’’) 


> 
You of course nowadays make many - 


more returns than you did in those 
days? A.—Yes, to many more States. 


Q.—(Continues reading from Ex- ° 


hibit 33 down to the words “‘required 
or us any more than of assessment 
companies.”?) That is a little inac- 
curate as to their being required to 
deposit the Reserve with the Gov- 
ernment? A.—Yes. 

MR. HUNTER: It will be true of 
the English or foreign companies. 

WITNESS: What I should have 
said there is “than of any other 
fraternal] societies.” 


MR. SHEPLEY: You are object- 


ing not simply to the deposit of the. 


legal reserve, but to the making of 

the lega] reserve? A.—Quite so. 
Q.—There is the other inaccuracy 

which you have just noticed in re- 


gard to the assessment companies, 
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you meant friendly societies? A.— 
Fraternal societies. 

Q.—Assessment companies are re- 
quired to maintain a reserve? A.— 
Yes—excuse me, I think not in the 
assessment companies of Canada, be- 
cause the Mutual Reserve fund and 
the Provincial Provident and other 
assessment societies of that kind are 
not required to maintain the legal 
reserve. 

Q.—Then you gu on to say: ‘In 
the protest which the superintendent 
of insurance filed (reads down to the 
words, ‘‘required of a _ reserve.’’) 
Then you deal with the question of 
why reserves are required of old line 
companies. ‘The reasons why they 
require a reserve, etc. (reads to the 
words ‘‘agreed to be paid at the 
start.’?) Is that in accordance with 
generally received insurance princip- 
les? A.—Yes. 

Q.—As you understand it? Aes 
Yes, not simply as I understand it, 
but it is so. 

Q.—I quite understand you said it 
is so. (Continues reading.) 

Q.—‘‘Let me ilustrate my mean- 
ing by an example (reads to the words 
‘five years of a policy’). Is that in 
accordance with received insurance 
principles? A.—It is confirmed by 
this very statement in this very arti- 
cle by Mr, Blackadar and is accepted 
as a proof by every actuary, that 
owing to the medical selection the 
cost of insurance is very much less 
during the first five years, some say 
a3 long as ten years that the medical 
selection affects the rates. 


().—What I had in mind was your 
statement that it is claimed the 
actual cost as a rule is only 50 per 
cent.? A.—About that. 

Q.—Not of the premium but of the 
estimated cost? A.—50O per cent. of 
the estimated cost. The premium 
usually corresponds with the esti- 
mated cost, 

Q.—It has loading, you know. ‘“‘At 
the end of the first year the company 
has $89.50, etc.’? (reads to the words 


.*thas been given’’). Then you sum up 


at the end of his fifty-second year 
when the estimated cost has risen to 
$168.60 there will still be a balance 
of one dollar and ten cents of the 
annual premium unused for-the pur- 
pose of present insurance? A.—Yes. 


Q.—Then after that the cost. in- 
creases? A.—Yes. 

Q.—Then we will pass over the 
table in which you deal with this 
illustration of yours, spreading it out 
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in a table. ‘‘Not until Smith is 59 
years old is any portion of the re- 
serve which he has been paying to 
the company,’’ etc. (reads to the 
words ‘‘life of the policy’). Then you 
say ‘‘that under such circumstances 
it is proper and right that insur- 
ance companies should be required to 
keep,’’ etc. (reads to the words ‘‘of 
the life of the policy’’). I would like 
to have it from ‘you before I. deal 
with this part of the letter which ex- 
plains why an association like yours 
should not be required to maintain 
the reserve, I should like you to give 
us that first before we deal with the 
letter? A.—How do you mean? 


Q.—Give us your reason or reasons 
for making the contention that in re- 
spect of business like yours, a system 
hike yours, no reserve should be com- 
pulsory? A.—Because of the fact 
that we pay no surrender values, we 
do not contract to pay any surrender 
values, and therefore we do not re- 
quire the excessive premiums in the 
earlier years. What we require is a 
premium rate in the first year exceed- 
ing the cost of risk only by a small 
sum, so that in after years, just like 
the old line companies in principle, 
we can carry that policy without call- 
ing for more premiums from our mem- 
bership; and then the cost of man- 
agement expenses enters, the element 
of calculation as to the cost of giving 
insurance to fraternal members; then 
again we have no dividends to earn 
for stockholders, which also is an ele- 
ment in the reduction of the cost. 
As admitted by all actuaries, the 
medical examination reduces the cost 
of policyholders, as just referred to 
by you, to 50 per cént. of the prem- 
iums collected up to five years, and 
as I said it is admitted by some 
authorities that this modification of 
the cost of insurance extends not to 
five years, and not to six years, or 
rather to seven years as admitted by 
Mr. Blackadar in his article, but to 
ten years or over. 


Q.—Will you pause there just a 
moment, because I am not quite sure 
that I quite understand this last pro- 
position. What is it you say that 
persists to ten years instead of seven? 
A.—The modification of the cost of 
risk by reason of the medical selec- 
tion of the members. That is very 
clearly brought out, that is that there 
is a difference between the Blackadar 
rates and the Hunter rates. 

Q.—What do you refer to as the 
Hunter rates? A.—Mr. Hunter, the 
Registrar of friendly societies here in 
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Toronto, computed a rate I think from 
the Canada Life experience, but it 
excluded the first five years of every 
policy, and that exclusion of the first 
five years, eliminating the benefit 
accruing from a medical selection 
during that period makes a difference 
between the Blackadar rates and the 
Hunter rates, makes a very consider- 
able difference, demonstrating that 
that claim, the medical selection, 
makes a difference in the rates for a 
number of years, about which the 
premium rates of old line companies 
take no account, they -ignore that 
alogether. They compute their rates 
as if it would cost them for the first 
year the same as estimated for other 
years, and the Blackadar rates allow 
for that five years, and I wanted to 
show the Commission the actual dif- 
ference of allowing that during only 
five years. 


Q.—You say that does not suf- 
ficiently recognize the value in the 
way of diminution of cost of medical 
selection? A.—Yes, that no reduction 
of the rates by reason of these cir- 
cumstances is taken into considera- 
tion by actuaries when forming a 
premium rate for an insurance com- 
pany, and therefore the fraternal 
societies which give to the policy- 
holder every benefit of that kind can 
carry on their insurance at a much 
lower rate, and have as much money 
to meet the obligation as the old line 
companies who do not make these 
allowances. 


Q.—You were going to make a com- 
parison between the two rates? A.— 
Yes. At age 21 Hunter rates $10.91, 
that is excluding the first five years 
of benefits accruing from medical ex- 
amination. The Blackadar rate does 
not exclude the benefits and is $10.28. 
The Hunter rates $12:42, $11.62—per- 
haps I can look at that. Age 21, 
what you say is that the Hunter rate, 
which has excluded the advantage in 
respect of the first five years, is 
$10.91, and the Blackadar rate, which 
takes those into account, is $10.32. 
At. age 25 the figures are $12.42 and 
$11.61; do you want me to give more? 
A.—That will be sufficient to show the 
Commission that there is a difference. 


Q.—The difference is slight? A.— 
When you get 200,000 then these will 
amount to quite a sum in the year, 
and will be a factor in reducing the 
premium rates. 


Q.—Ils that all you wanted to say 
about that subject? A.—Oh no. Then 
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the old line companies accepted im- 
paired lives. 

Q.—You mean they do it deliberate- 
ly? A.—Certainly, they either charge 
a higher rate of premium or they add 
to a man’s years a certain number 
of years. 


Q.—If that is skillfully done and 
done so that the impairment is atoned 
for that ought not to make any dif- 
ference, ought it? A.—Yes; you say 
if it is skillfully done, is it done? 

Q.—I don’t know? A.—Neither do 
I. I do not see how it is possible for 
a doctor or a company to estimate 
that by reason of your impaired 
health you are going to live twenty 
years; as a matter of fact that very 
impairment might kill you in ten 
years. 

Q.—Let me put an extreme case, I 
want to see whether that does bear 
the test; supposing I have an expec- 
tation of life of 20 years and no more, 
and supposing they add 20 years to 
my age and make me pay the pre- 
mium, what then? A.—Why, they 
will probably have a considerable pro- 
fit out of you. 


Q.—That is, in other words, they 
would be charging such a rate as 
would compensate for the ‘impair- 
ment? A.—Yes, but they cannot get 
such an excessive rate as that. 

Q.—That is putting it too strongly, 
but I want to illustrate, I say if it 
is skillfully done so that you do com- 
pensate that difference ought to be 
eliminated? A.—yYes, it should, but 
it is not. 


Q.—I suppose that depends upon 
experience and the result of observa- 
tion over a great many years? A.— 
Whatever the actua] experience be, 
it would increase the mortality rates, 
the death rate of the company, with- 
out takine into consideration. the 
amount ‘of ‘the ‘allowance they got 
out of running such risks, they 
actually increase the mortality’ rates 
of the company. Then those rates 
are taken and tried to be applied to 
us, who take only sound lives. 


estat me see if I can put your 
explanation of that in such a way 
that it may be put in a nutshell. 
What you say is that although theo- 
retically it is possible to admit the 
insurance of impaired lives in such a 
way as to compensate for the impair- 
ment, yet in practice, as experience 
has demonstrated, it is not compen- 
sated? A.—No, but the real issue 
is that it greatly increases the mor- 
tality rates of the company. 
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Q.—Pause one moment there. 
Would it do that, if, as you say, it 
may theoretically be. done, it were 
in fact compensated? A.—It would 
not affect the matter how much—I 
am not talking about the amount of 
money they would get upon the lives, 
but I say it would increase the mor- 
tality rates. No question as to that; 
that if they take impaired lives, and 
ask, no matter how much more 
money to carry those lives, it certain- 
ly would increase their mortality rate 
and then those mortality rates are 
taken and placed against our mor- 
tality, which runs no risk of that 
kind, but takes only healthy lives. 


Q.—Then you say, as I understand 
you, that the fact that any practice, 
whether it is in the insurance of im- 
paired lives, or anything else, which 
increases the mortality rates, differ- 
entiates the tables upon which they 
work from your tables? A.—Certain- 
ly, if those tables are used for the 
purpose of showing that we are charg- 


ing much less. 


Q.—Now is there any other part of 
this paper that you want to refer to 
at the present moment? A.—No, I 
do not think so, but bearing upon 
the same question, they take no ac- 
count of the profit from lapses; we 
do, in this way, that the profit from 
lapses is thrown back into the treas- 
ury, and thereby helps to meet our 
obligation, with a less premium rate. 

Q.—That is what you referred to, 
is it not, when you said you gave no 
surrender values? <A.—yYes, that is 
where the profit comes in. They do. 
We do not. 

Q.—Then what you say is «that the 
result of all that is that you are not 
called upon to maintain the legal re- 
serve, because you have your surplus 
without it? A.—Yes, just to put it 
in a nutshell, although you said it 
was small, we could give insurance 
at Blackadar’s rates by reason of our 
taking into consideration the benefit 
for medical selection. 


Q.—For the first five yearsP A.— 
If you do not give that consideration, 
you could not give insurance and be 
on the same financial strength as our- 
selves, except at the Hunter rates, 
which is a per cent. higher than ours. 
The benefit of medical selection is 
small, and yet it makes that difference 
in the premium rates. 

Q.—Just one question and we will 
go on with your letter. Will you ex- 
plain to the Commission just how you 
arrive at the conclusion, what the 
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process of reasoning is which excuses 
you from the maintenance of a re- 
serve, because you do not attach a 
surrender value to your policies? A. 
—Well, the old line companies can- 
not got a cent more from policyhold- 
ers than their original contract. 
When they have not enough money— 
I think that is the fact in Canada, 
but I know it is in the United States 
—when an old line company gets be- 
low a legal reserve it is considered to 
be insolvent. With us—at least with 
the Independent Order of Foresters— 
we can get all the money that is re- 
-quired to meet our claims. 

Q.—How? <A.—By extra  assess- 
ment. The old line companies have 
no such powers. 


Q.—Have we not strayed a little 
from what we were speaking about? 
I am speaking of the effect of your 
not having surrender values attached 
to your policy upon the necessity for 
maintaining reserve. We are get- 
ting a little away from that. A.— 
You asked me what were the things 
that 1 thought excused us from 
maintaining a legal reserve. Now 
this is the first thing, that we have 
a power to assess, and therefore we 
do not require the ‘legal reserve which 
the old line companies are required 
to have. . 

Q.—That is a power which you 
have never exercised and never in- 
tend toP A.—No. 

Q.—Never expect to? 
never expect to. 

.—May we not leave that out? 
A.—Very well. 

Q.—Because if you do not need that 
power, and do not intend to avail 
yourselves of it, there must be some 
other reason? A.—No, that is the 
chief thing, that we say we ought 
not to be required to maintain a legal 
reserve. 

Q.—Because of your power of spec- 
ial assessment? A.—Because of our 
power to get more money, and the 
line companies have not power to col- 
lect a cent more from you from year 
to year, and in the next place the 
fact that we do not promise to pay 
surrender values is another factor 
why we should not be required to 
maintain a legal reserve, because we 
do not require it. 

Q.—Both those you say affect your 
potential resources? A.—Yes. 


A.—No, 


Q.—In the one case you may assess 
and obtain resources that the line 
companies would not. have? A.—Yes. 

Q.—In the other case you get the 
benefit of all surrenders which the 
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line companies do not do. In the 
latter case you get the benefit of sur- 
renders which the line companies do 
not get? A.—yYes. 

Q.—Are those the principal con- 
siderationsP A.—Yes. 
MR. HUNTER: 

mortality. 


WITNESS: And the fact of not 
accepting the impaired lives. That 
is one. And our selection of policy- 
holders is much better than the old 
line companies. 

Q.—That is not a difference in prin- 
ciple. That is a difference in ad- 
ministration. I want to get the dif- 
ferences in principle? A.—Oh yes, 
ek is a difference in the system it- 
self. 

Q.—I want to hear about that. I 
Can imagine a better medical exam- 
ination in company A than in com- 
pany B. A.—Well, that is not all. 
With us the applicant has to pass the 
ballot of the local Court, and if he 
is leading an improper life he is not 
likely to pass that, and our members, 
if they become drunkards, to use a 
common term, can be suspended from 
the Order. There is no such reserve 
power held by old line companies to 
keep their membership in good health. 

Q.—That is the old line companies 
cannot terminate their contracts, and 
you can? A.—Yes, under certain 
contingencies. 

Q.—If a life becomes impaired 
through misconduct? A.—yYes. 

Q.—Can you suspend or terminate 
the contract of a member if he falls 
il without being a drunkard? A.— 
Oh bless you no, it is only when the 
member is at fault. 

Q.—In the first place your medical 
selection you say is. better because you 
add to your medical selection the bal- 
lot ef the Court? A.—There are other 
things. We frequently get reports 
from our membership that such an 
applicant ig not a healthy life. 

Q.—That may happen to a line 
company? A.—Oh, very seldom. We 
get a thousand where they get one 
such case, because we get very many 
of those, which leads our medical 
referee 

Q.—To be more particular? A.— 
No, it gives him pointers to make en- 
quiries into these allegations, and 
thousands of applicants are rejected 
under those conditions. These con- 
ditions the old line companies have 
not got, and cannot get, unless they 
institute lodges and’ Courts in which 
such information emanates. 


And the better 


\ 
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Q.—I accept that as you give it to 
me. Is it not possible that the lodge 
system may, if it is not wisely or 
strictly administered, prove a source 


of danger rather than of strength? | 


A.—How? 

Q.—Supposing a man is a popular 
man, and wants to join the Order, 
and has a great many friends in the 
Order, will they not be more likely 
to bring him in on a ballot? A.— 
But we still have all the. checks the 
old line companies have. 

Q.—You have the medical examina- 
tion, and you add this? A.—Yes, 
and we have all these as extra checks. 

Q.—And the other circumstance as 
you said is your power of suspen- 
sion? A.—Certainly, and then if a 
member undertakes foolhardy or dan- 
gerous undertakings we can suspend 
him from the Order, which also affects 
the’ mortality in the Order in a very 
small degree. 

Q.—I want you to illustrate that. 
What do you mean by that? A.— 
Supposing a man undertook to walk 
on a trapese at our fair, which is a 
dangerous occupation, we would sus- 
pend him from membership. 

Q.—If he went into A.—Any 
occupation which would be _ extra 
hazardous. 

' Q.—He must not change his .occu- 
pation? A.—No. 

Q.—To-one that is more hazardous? 
A.—No., 

Q.—I do not know whether you will 
class ballooning as hazardous or going 
about in an automobile? A.—We are 
not unreasonable. Mr. Hunter says 
I should call your attention to the 
fact that the legal reserve is one 
thing which we think we ought not 
to be called upon to maintain, but 
we do certainly believe in a reserve. 

Q.—In a reserve? A.—Yes. 

Q.—And how do you arrive at that? 
What do you speak of as a reserve 
which is proper for you to believe in? 
A.—Every dollar that is not con- 
sumed in the paying of claims ought 
to be held in reserve, in case the 
Order came to a period when it was 
necessary to use more money to meet 
these claims than the premium rates 
amounted to. 

Q.—That is you must not waste? 
A.—That is it. 


Q.—And all that you can save by. 


economy is what you ought to re- 
serve? A.—Quite so. Would you al- 
low me to hand this over to you. It 
is my report to the National Frater- 
nal Congress, of which I was Presi- 
dent. 
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Q.—How long ‘ago is that? A.— 
In 1900, 

Q.—Will you let me take that and 
when I have read it perhaps we will 
have some further discussion? A.— 
Yes. It deals with this matter of 
the difference in the different systems 
of insurance. 

Q.—The letter proceeds: ‘‘Let me 
direct your attention once more to 
the statement of the Superintendent 
that assessment societies do not from 
the nature of their contract require 
a reserve.’’ Then the clause in the 
contract is set out. Then you insert 
the clause in your constitution, the 
clause you have been referring to giv- 
ing you power to assess? A.—Yes. 

Q.—‘‘This clause is identical with 
the clause set forth by the Superin- 
tendent of Insurance.’’ (Reads down 
to ‘‘to exempt in the other case.’’) 
You put that very strohgly? A.— 
Yes. 

Q.—You make a strong case against 
the reserve, if the assessment com- 
pany is to be exempt? A.—Yes. 

Q.—Then you say there is much 
more reason to exempt the I. O. F. 
than the ordinary assessment com- 
pany or society by reason of thé fact 
that it now has a large accumula- 
tion of funds available for its policies, 
that it has to-day $1,000,000 odd, and 
is better than the other assessment 
companies. That was the statement 
of your surplus at the date of this 
campaign? A.—Yes. 

Q.—Then you déul a little more in 
detail with your system, not perhaps 
so fully as you did with me yesterday, 
as to the registration and certificate 
fees and the premium rates, and J 
pass that over.. ‘‘Why then should 
the I. O. F. be called upon to put up 
a reserve when it is charged by our 
friends the enemy with giving insur- 
ance at less than cost.’? (Reads.) 
Then you submit another table show- 
ing the estimated cost of insurance 
in four of the best standard mortality 
tables, and the I. O. F. That sis a 
comparison of your rates with these 
tables, and you say, ‘‘It would not 
be just or equitable for the Govern- 
ment to require from the I. O. F. 
the same legal reserve as is required 
from the old line companies.’’ (Reads.) 
Now I, pass. by the next illustration, 
and I come to the most important 
part of your letter perhaps, the ability 
of the I .O. F. to meet its obligations. 
That is a subject which you fore- 
shadowed in the earlier part of your 
letter as one you would have to deal! 
with. A.—Yes. 
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Q.—(Reads.) That seems to me to 


differ a little from the statement you 
made yesterday as to the method in 
which you computed your rates? A. 
—No, I told you yesterday, if I re- 
member right, that we based our 
rates on the combined experience 
table at the age of entry. 

().—I understood you to say your 


premium rate was arrived at by tak-. 


ing the table which gave you the cost 
of carrying insurance for one year 
only? A.—Yes, the cost at the age 
of entry, and for that year. 
Q.—For the year onlyP A.—Yes. 
Q.—With no right on the part of 
the person insured to extend the insur- 
ance beyond the year? A.—No. 
Q.—That was the way that rate 
was arrived at? A.—Yes. That rate 
is only for one year, and we took 
that as being sufficient for our pur- 
poses to give insurance to our mem- 
bers. forall, time,;, and? sat. this 
morning’s session I think J told you 


that the old members who are paying’ 


that rate gave us a surplus of nearly 
a quarter of a million last year after 
meeting all the death claims arising 
within their numbers. 

Q.—Let me go through this again. 
I want to understand it, and I am 
not so familiar with the insurance 
business as you are. I want you to 
reconcile, if you will, the statement 
which you have just made to me, and 
which you made yesterday as to the 
premium rate, with what is said in 
this paragraph? | A.—What is that? 

—‘‘The foundation principle of 
the Independent Order of Foresters 
is that its members shall be furnished 
insurance benefits upon payment by 
them from month to month of the cost 
of the benefit, whatever that may be.” 
(Reads down to the words ‘‘Institute 
of Actuaries of Great Britain.’’) A. 
—Yes. 

Q.—The cost of the benefit is the 
cost of the benefit for a whole life 
insurance? <A.—Yes. The mistake 
there is that I did not say for one 
year. That is all, 

Q;—That ought to have said, ‘‘the 
cost for one year’? A.—Yes. 

Q.—It does not say for a single 
year? A.—No. I do not think it has 
ever been misunderstood. I thought 
that would be understood as the cost 
of risk for that one year. We adopted 
that as being quite sufficient for our 
order. 

Q.—Did you say that he meaning 
of this is—and to an insurance man 
you thought it would mean—the cost 
for one year? A.—I think every 
insurance man would probably take 
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that as my meaning in this, although 
the words ‘‘for one year’’ are omitted. 
I say ‘‘the cost at age of entry.” 

(J.—The cost of the benefit, if the 
benefit is a whole life insurance, the 
cost would be the cost of a whole life 
insurance? A.—The cost at age of 
entry indicates it is only for one 
year. 

Q.—If the words ‘‘At age of entry’’ 
cut down the meaning of the other 
words to one year, then of course 
you are right? A.—I think so. I do 
not think how we could be mistaken. 
It has never been suggested to me 
that there has been a misunderstand- 
ing with reference to that. 

Q.—Now, there is something in this 
table I want to call your attention 
to, and I want to compare it with the 
table you had in that little report you 
were good enough to give me this 
morning. In your table No. 3 you set 
out in one column the number of 
members, and in the second column 
the total surplus, and in the third col- 
umn the total surplus per capita. 
Your membership has risen from 11,- 
000 to 70,000, surplus from $117,000 
to a million and a quarter, and the 
amount of surplus per capita has risen 
from $10.12 to $16.94; that is in the 
years 1889 down to 1895? A.—Yes. 


Q.—Now this table that you showed 
me this morning commences with 1894 
and goes to—we will take it down 
to the present time—it comes down to 
1905—it is really calculated up to 
1910. During all those years your 
surplus is shown to have been steadily 
increasinng? A.—Yes. 

Q.—That is what the table shows? 
A.—Yes. 

Q.—The rate per thousand of in- 
surance in force rose till 1900, and 
then commences to fall away? A.— 
Yes, according to Mr. Blackadar’s 
table. 

Q.—Do you question the accuracy of 
that? A.—It is wholly inaccurate. 


Q.—Why? <A.—I do not know why. 


Q.—Because it was not properly 
done do you mean? A.—Because he 
constructed a table in a way that 
actuaries always construct their table. 
If you will just allow me to quote 
the language of Mr. Ray 

Q.—You say he has adopted an im- 
proper principle in making up the 
table? A.—Yes. 

Q.—Before you quote that just one 
other question. Have you prepared 
figures for the years since 1895 show- 
ing the total surplus year by year, 
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taP A.—Yes. 
Q.—You have those prepared? A. 


—Yes, I will give them to you pre- 


sently. 

Q.—That, I think, is not among the 
information which has been given me 
so far? A.—yYes, I think it is. Mr. 
Ray defines this method. He says 
with reference to questions like that, 
‘“‘But on the other hand the contracts 
have been fully valued upon the hy- 
pothetical basis of all assurances ma- 
turing by death. at existing rates.’’ 
That is not true of any company that 
has ever been formed. 

Q.—That is not sound? A.—It is 
not. 

Q.—Let me see A.—That is all 
the insurers shall remain in the com- 
pany until they die, eliminating the 
question of surplus entirely. 

Q.—Whose work is that? A.—Mr. 
Ray’s. 

Q.—Who is he? A.—He is an ac- 
tuary in London, England, who made 
Our quinquennial reports. 

Q.—How long has he been acting for 
you? A.—He was acting from that 
time down to about two or three years 
ago. 

Q.—You are reading now—and I 
am quite willing to have the benefit 
of what Mr. Ray has said—from what 
is called the 5th schedule under the 
heading ‘‘Statement respecting lia- 
bilities under life policies of the In- 
dependent Order of Foresters made by 
actuary?’ AI am reading from 
the quinquennial report. HEvery com- 
pany in the United States must re- 
port every five years and have these 
policies valued, and this is our first 
gquinquennial report. 

Q.—That is for the purpose of your 
business in the United Kingdom? A. 
—Yes. 

Q.—The date up to which the valua- 
tion was madeis 3lst December, 1897. 
The principle upon which the value 
and distribution of profits is made— 
what is that about? 

This heading is 


MR. HUNTER: 
on the form of the Board of Trade 
returns. 

Q.—That has reference to the divi- 
dends. 

MR. SHEPLEY: Q.—Then he goes 
on to say: ‘‘The contracts of the Order 
are in the nature of renewable term 
assurances.’’ That means year by 
yearP A.—Yes. 

Q.—Paying a term rate? A.—Not 
exactly a term rate. I think a 15 
year term. 
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Q.—‘‘Renewable term assurances at 
term rates, liable to assessment under 
the following clauses and provision.’’ 
Then comes your power of investment. 
‘‘The policies are valued on the one 
hand as term insurances where the un- 
expired term is taken into account, to- 
gether with the full reserve’’—(Reads 
down to ‘‘this is probably the truest 
available method?’’?) A.—yYes. 

Q.—‘‘But on the other hand the 
contracts have been fully valued upon 
the hypothetical basis of all insur- 
ance maturing by death at existing 
rates, which ceased at age 70 without 
extra call, without regard to the ef- 
fects of accession and secession of 
business.’”? The first element which is 
excluded is ‘‘without extra call?’ A. 
—Yes, 

Q.—Is it not proper to exclude that? 
A.—He does not seem to think that 
is proper, that as it was in our sys- 
tem it ought to have been taken into 
account in any fair valuation. 

Q.—That was his opinionP A.— 
And my opinion always has been that. 

Ser opinion was the same? A. 
—Yes. 

Q.—That you have a right to base 
your computation of the reserve upon 
the circumstances which you profess 
never to want to use? A.—Exactly, 
nevertheless we may sometime want to 
use it, and it ought to be taken into 
consideration. I think I stated that 
before the Commission very strongly, 
that no intelligent estimate of the 
power of our premium rates can be 
given if you exclude consideration of 
our assessing power. 

Q.—Now I will pass on to the other 
two things that are excluded. The 
method of which he complains, and 
which he criticizes; excludes also the 
effects of accession and secession of 
our business. It was his opinion that 
should not be excluded? A.—Yes. 

Q.—And it is your opinion it should 
be excluded? A.—Yes. 

OF Why? A.—The secession of 
members from every company brings 
a profit to the company. In our 
case it is thrown back into the Treas- | 
ury, and on the face of it we can col- 
lect a lower rate of premium and 
will have just as much money to pay 
our claim as any— 

Q.—What about accession? <A.— 
The accession of members affect the 
mortality rate to a large extent. 

Q.—The accession of members af- 
fects the mortality rate; that is the 
more fresh members you have the 
smaller your rate? A.—Yes. Well, 
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now, in the consideration as a rule 
of old line companies, no account is 
taken of that; no credit. 
Q.—Perhaps it is not unfair to say 
that Mr. Ray’s criticism is aimed at 
the method of computing reserve which 
is the established method among old 
line companies? A.—yYes, as being 
inapplicable to our organization by 
reason of these differences; they do 
one thing and we do another. 
Q.—Then he goes on to say that he 


has taken the latter course in order- 


to conform to the requirements— 
(Reads.) A.—I wish you to emphas- 
ize that statement. 

Q.—Did I not read it with enough 
emphasis? If you will leave this book 
with me I wish to go over it. A.— 
Very well. 

MR. SHEPLEY: What the doctor 
wishes to have taken down as his 
testimony upon the figures shown in 
this as the ratio of the surplus per 
thousand of insurance in force is 
this: that whereas the Blackadar 
table is $11.38 per thousand in 1905, 
the witness says the real ratio per 
thousand was $45.50. P 

WITNESS: That is of the surplus. 

MR. HUNTER: Mr. Blackadar’s 
forecast was that much out. 

MR. SHEPLEY: It was not neces- 
sary to say that, but that is where 
the doctor wants it now, in its place 
in the evidence. 

Partly for the convenience of some 
of those other than counsel for the 
Crown who are engaged in the Com- 
mission, and partly for the conven- 
ience of some of ourselves, we ask 
your honors when adjourning to-night 
to adjourn till Tuesday morning. 

JUDGE MacTAVISH: Yes, to meet 
at 10.30 a.m. 

(The Commission then adjourned to 
Tuesday, 18th September.) 


SIXTY-EIGHTH DAY. 
MORNING SESSION. 


Toronto, Tuesday, Sept. 18, 1906. 

Examination of DR. ORONHYA- 
TEKHA continued :— 

MR. SHEPLEY: I wanted to sug- 
gest in reading the last page or so of 
the evidence taken on the last day 
your Honours sat I was struck with 
what seemed to me to be an error, and 
I think it is entirely fair to the wit- 
ness that it should be corrected. I 
do not think he said, certainly I do 
not think he intended to say, what 
the print makes him say. With your 
Honours’ permission I will put it to 
him and see whether he desires to 
change it. 
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Q.—In discussing the Rea doctrine, 
as I may be permitted to call it, we 
spoke of what he had said as to the 
existing method of computing liability 
upon insurance policies? A.—Yes. 

Q.—And he was complaining that 
under that system the extra possible 
premium as well as the effect of acces- 
sion and secession of business, were 
excluded—you remember that, he said 
that ought not to be excluded? A.— 
Yes. 

Q.—You are made to say this at 
page 2247: 

“Q.—Now, I will pass on to the 
other two things that are excluded. 
The method of which he complains, 
and which he criticizes; excludes also 
the effects of accession and secession 
of our business. It was his opinion 
that should not be excluded? A.— 
Yes.” $ 

Q.—“‘And it is your opinion 1t 
should be excluded? A.—Yes.’”’ 

WITNESS: Oh, no. 

Q.—It was your opinion also that 
should not be excluded A.—Yes. 

Q.—You said you desired to make 
some modification or to revise some 
answer you had given? A.—I regard 
as a most important one, bearing upon 
the question of rates, for the fraternal 
orders, and I think when you asked 
me the question I was almost too 
‘tired to take in the importance of it 
and I would like to revise the answers, 
or probably the better term will be 
to supplement my answers on Friday on 
that question to the Commission. The 
first reason why the fraternal order 
should be allowed a lower rate than 
is called for by the Standard tables 
is the fact that the actuaries them- 
selves are now agreed that insurance 
can be furnished at a less cost than 
the Hm. table. The last table com- 
piled that I know of by the British 
authorities is called the Om. table, 
and the difference between the Om. 
table, I will just give it in brief, 
between the cost of insurance between 
the Om. table and the Government 
Standard table is at age 20 68 cents 
a year, at age 30 $1.02, at age 40 
$1.41, age 50 $2.49, age 54 $3.33, 
that is an average of $1.78 a year per 
thousand less by the Om. table than 
by the Government table. Obviously 
that if a society could carry on its 
business with that difference in the 
rates then the rates could be con- 
siderably lower than is in the Govern- 
ment standard. That is the first rea- 
son, which applies of course to the old 
line companies as well as the orders. 
The difference with the I. O. F. with 
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its present membership would amount 
to $435,071 a year. 

Q.—The difference between what in 
the case of your order? A.—If the 
I. O. F. was called upon to pay the 
Government standard rates or the 
Om, the last table 

Q.—What you mean to say, if you 
apply the difference between these two 
tables to a number of people equal to 
your membership that is the difference 
it would make? A.—Yes. 


Q.—You are not of course compar- 


‘ing it with your own rates— A.— 


The general effect, that is the insur- 
ance world has come to the conclusion 
that the Government tables are wrong. 

@.—You say the Government tabies, 
that is A: The Hm. table, which is 
used by the Government as its stand- 
ard, and therefore I call it the Gov- 
ernment standard table. ‘The old 
line companies are called to pay from 
5 to 7 per cent., perhaps some of them 
a little higher and some of them a 
little lower, as renewal charges upon 
all old policies. The I.0.F. and the 
orders are not called upon to pay 
anything on that. account. The in- 
surance companies are called to pay 
dividends and interests upon the in- 
vestments of their shareholders. There 
are no such charges against the prem- 
ium rates of the I.0.F. and other 
fraternal orders, and these extra pay- 
ments, which the old line companies 
were called on to pay accounts in part 
for the enormous difference ‘in the 
cost of management in the _ institu- 
tion. In the minutes of the National 
Fraternal Congress, 1902, page 116, 
occur the following comparative fig- 
ures on the operation of four of the 
largest American companies and 51 of 
the fraternal orders affiliated at that 
time with the Congress: The policies 
written during 1901 by the old line 
companies, 331,647, while the frater- 
nal orders wrote 628, 000, nearly double 
the number, and the chief expense 
in: conection with the work of insur- 
ance is in the securing of new mem- 
bers. Amount written $775,000,000 
by the old line, and $736, 000, 000 by 
the fraternal orders, nearly even. 
Policies in force at the end of the 
year 174,000 for the giants, and three 
millions for the order. Amount in 
force, giants, $4,361,000,000; frater- 
nal order, $4,922,000 ‘000. Expenses 
for the year, giants, $42,000,000, 
fraternal orders, $5,000,000. Man- 
agement expenses per policy, giants, 
$24.58; fraternal orders, $1.87. Man- 
agement expenses ver thousand of 
insurance, $10.18 for the giants; 


Ind. Order of Foresters. 
(Dr. Oronhyatekha, Ex’d.) 


$1.21 for the orders. With such 
figures as those there ought not to 
have been this difference in the man- 
agement expenses, but there was. 
The management expenses of the old 
line companies were more than seven 
and one-quarter times the manage- 
ment expenses of the fraternal orders, 
and we say with such figures pre- 
vailing between the two systems the 
one system can be carried on with 
very much lower premium rates. I 
think that deduction is quite obvious. 
I thought I would bring the matter 
nearer home and compare the I.0.F. 
with one of the leading Canadian com- 
panies, and I will just’ give the 
figures. The I.0.F. number of new 
members secured—this is for 1905— 
29,000. Leading insurance company, 
6,000. Amount of new insurance 
secured I1.0.F., $23,000,000: the old 
line company $13,000,000. Total in- 
surance in force J.0.F., $248,000,000; 
the old line company, $106,000,000. 
Total insurance or benefits paid, I. 
O.F. $2,191,000; the old line com- 
pany $1,791, 000. So that in that re- 
spect the nianagement expenses; of 
the I1.0.F. ought to have been greater 
than the other, but as a matter of 
fact the I.0.F. expenses were nearly 
one-half, namely $529,000 as against 
$1,036,000. We say that all these 
fleures point out the fact that the 
fraternal orders can be conducted up- 
on much lower premium rates and still 
have the same amount of money to pay 
claims with. You quoted from the 
**Hconomist’’— 

Q.—I hardly quoted from it, I 
called the article to your attention? 
A.—Well, I mean that. 

Let me call your attention to just 
a few lines that the ‘‘Insurance Ob- 
server’ said of the I.0.F. long after 
the other article had been written: 
“Rightly or wrongly the order gives 
no bonuses and pays no surrender 
values. There are no commissions to 
be paid to agents and no dividends 
to shareholders, and when due account 
is taken of these facts we cannot see 
that the net premium available for 
accumulation is substantially different 
from the amount available for this 
purpose in old line companies.’ 

Q.—What paper was that? A.— 
The ‘‘Insurance Observer’? of London, 
England. I was told you could not 
buy an opinion by it for a thousand 
pounds a line, when I was trying to 
get an article in it, 

Q.—Were you trying to get an 
article in it? A.—Surely, and I 
found a paper of that character ap- 
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parently favorable to the I.0.F., and 
I tried to get some more matters in 
it. 

Q.—You were trying to ride the 
free horse a little’ moreP A.—Yes, I 
succeeded later on, and I will call the 
attention of the Commission to what 
we did get. 

Q.—These explanations are inter- 
esting, but I do not want to stray 
away from the subject we were ‘dis- 
cussing, if you please? A.—AIl right, 
I just wanted to bring this little ex- 
tract to the notice of the Commission- 
ers to let them know that all the 
magazines in England do not co- 
incide with the opinions of the 
‘‘Economist.’’ Then again in respect 
of medical selection, which I think I 
have already brought— 

Q.—You have dealt pretty fully 
with that; is there anything you have 
not brought out, because you deal 
with that quite fully, and I do not 
want at all to curtail anything you 
want to say— A.—I will pass it 
over, because I have brought it in, 
but it is in here. 

Q.—If you wish it we will put the 
compilation on record? A.—The dif- 
ference when taking the first five 
years into consideration and a table 
striking out the first five years and 
thereby eliminating the benefits ac- 
cruing from medical selection, a part 
of the benefits, because as I have al- 
ready pointed out the effect of medi- 
cal selection is claimed not to pass 
away until seven to ten years, where- 
as this is only for five years; the 
average difference between the two 
rates excluding in one case the first 
five years and not in the other is six 
cents per year, which in a large order 
like ours would save enough to pay 
a few claims, and thereby help to re- 
duce the premium rates required. 
The gains due to lapses, I do not re- 
member whether I dealt with that— 

Q.—Yes, you have dealt with that 
very fully also. Do not think I am 
trying to curtail what you wanted to 
say? A.—I do not want to repeat 
myself. I do not think I gave the 
figures though. We did take the 
lapses after the Los Angeles Session by 
authority of the Supreme Court, and 
we found on the computation of a 
competent actuary that in our order 
at that time they amounted to an 
average of about $13,000 a month, 
which would give us $156,000 a year, 
which would enable us— 

Q.—How do you mean? A.—They 
were for the lapses. 

Q.—What did you credit yourself 
with in respect of the lapse? A.—In 
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this way that the old line companies 
use that for dividends to their share- 
holders and other expenses. 

Q.—What was the figure, what was 
the thing you put to your credit? A. 
— $13,000 a month, 

Q.—What was that? 
amount of profits on lapses. 

Q.—What were those profits, were 
they the faces of the policies that 
lapsed? A.—Oh, no; the members 
went out of the order in the second 
or third year. 

Q.—When a member went out what . 
did you say the order made by it? 
A.—These amounts; they had paid us 
a certain amount for insurance and it 
did not cost us near that amount to 
carry 1b. - 

Q.—The difference between what 
they had paid you and what it had 
cost you to carry it is what you con- 
sider was the profit? A.—Yes, and 
if that profit is used to pay claims 
obviously it would tend to reduce the 
amount of premium required. Then 
the old line companies give rebates of 
a very large amount at present, said 
in some instances to be the whole in- 
surance of the first year. The I. O. F. 
and the fraternal orders give no re- 
bate. They collect the whole prem- 
ium from first to last and use it for 
insurance purposes, and that would 
have a tendency to lower the amount 
of premiums we would require. Then 
we do not pay suicide claims in full. 

Q.—Some line companies do not? 
A.—The old line companies to-day as 
a rule pay them; nearly all of them 
pay them, in fact, I do not know of 
any Canadian company that does not 
pay the suicide claims in full. From 
1896 to 1905 we had suicides calling 
for the payment of $232,000, that is 
by their policies. We paid them un- 
der the contract in the constitution 
and lost $47,000. There we again 
effected a considerable saving and 
would tend to reduce the premiums re- 
quired by us. Then I brought to your 
attention the fact that the old line 
companies accepted impaired risks. 
We do not; and the only effect of 
course is that in that case the old line 
companies increase their mortality 
rate, and the fact that we accept only 
perfect risks and we adopt the same 
methods as the old line companies in 
the medical selections, but in addition 
thereto, as I pointed out Friday, that 
we have the advantage of the second 
selection by the lodges. During the 
five years extending from 1901 to 1905 
the expected. according to the Gov-. 
ernment tables, were 10,94F fete 
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The deaths which occurred in the order 
were 7,241. The 3,704 less deaths re- 
presented quite a large sum of money 
and which would go to reduce the 
premiums required by us. And lastly 
I want to present the experience of the 
1.0.F. during a quarter of a century, 
and that is embraced in history, but I 


‘want to emphasize these facts, that 


nearly one-half of our members have 
been and are paying a lower‘rate than 
the existing I. O. F. rates 

Q.—That is the rate that was in 
force before your increase? A.—Yes, 
the 1881 rates, but notwithstanding 
that fact we accumulated the eighth 
million dollars in the twenty-third 
year of our history, when according to 
actuaries we ought to have been dead 
long ago. The eighth million dollars 
in ten months, the ninth million we 
also accumulated in ten months; and 
in the twenty-fifth year of our history 


we accumulated the tenth million in 


nine months, showing that our rates 
at any rate are ample for the purposes 
of the order. I do not know whether 
this is necessary, but I would like to 
call the attention of the Commission- 
ers to the fact that the calculations of 
actuaries with regard to the I. O. F. 
are extremely inaccurate, seem to have 
been always inaccurate. 

Q.—You would not apply that to 
Mr. Rea, I suppose? A.—I do not 
think he has ever made any table yet 
as to our future. 

Q.—Are you speaking now of 
prophesying or are you speaking of 
compilations of actual facts? A.—No, 
compilation of tables and applying 
them to the I.0.F. as the course which 
their future history would take. Mr. 
King, as you know, is one of the most 
eminent of our British actuaries, and 
in 1896 he made a table as to our 
future history. 

Q.—lIs that to be found elsewhere 
than where you have it? A.—Yes. 

Q.—Where did you take it from? 
A.—From an English magazine, and 
at the time it affected us very much 
in the Old Country because of the 
eminence of the man. He took our 
surplus in 1896 and took the same rate 
of premiums as the expected called for 
at that time. 

Q.—What year was that? A.—1896. 

Q.—That was after you had adopted 
the higher rates? A.—Just as we 
adopted them. 

Q.—And he was figuring upon the 
larger ratesP A.—I don’t know, I 
should imagine it would be the lower 
rates. 

Q.—When did you increase ¥our 
rates? A.—1898. 
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Q.—That was before you increased 
your rates? A.—Yes. 

Q.—Then in that respect he was 
working upon the same material that 
Mr. Blackadar was working on? A.— 
Yes. 

Q.—What did Mr. King say ? A.— 
I will just give the tables, and in not 
one year of it is he correct. In 1906, 
that is eleven years after, we would 
have had no funds, I have added this 
fourth column to the table, and to be 
fair with him I deducted the whole 
amount of surplus we had at the 3lst 
December, 1895, so as to begin pith 
him in 1896 with no fund, deducting 
the $1,560,000 from our present sur- 
plus when he said we would have no 
funds, we had $8,741,000, showing that 
he was wrong. 

Q.—That is his forecast was out, 
probably for the same reasons that Mr. 
Blackadar was out, because of the 
method that he employed, which was 
not applicable to your system? A.—l 
do not care particularly what explana- 
tion you give to it. 

Q.—I am asking whether you think 
it was out for the same reasons that 
Mr. Blackadar was out? A.—He was 
out for the reason he was using wrong 
methods as applied to our system, and 
the only reason I mention that is to 
emphasize the fact that those methods 
ought not to be applied when valuing 
fraternal society work. 

Q.—I would like to put that mem- 
orandum you are using upon the re- 
cord, if you have no objection? A.— 
No objection. 

—Memorandum containing figures 
quoted by witness filed as Exhibit 447. 

Q.—It is not perhaps out of line 
with what I was going to do first this 
morning that I should discuss some of 
these matters with you; in the mem- 
orandum which you have elaborated to 
their Honours this morning you have 
applied the advantages which your 
system affords to the reduction of 
premiums? A—Surely. 


Q.—Do the same arguments apply 
against the maintenance of the ordin- 
ary legal reserve, because I think you 
have used them as arguments against 
any necessity for them in your évi- 
dence hitherto? A.—No, it would ap- 
ply in a greatly reduced amount for 
the legal reserve. 

Q.—That is it would apply to justi- 
fying you in maintaining very much 
ae reserves than the legal rate? A. 
—Yes. 

Q.—Then I apprehend what you 
say with regard to that. Do you in 
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respect of societies such as your own 
deny the necessity for. some reserve? 
A.—No, we do not. The Indepen- 
dent Order of Foresters has always 
maintained in the National Fraternal 
Congress that there should be some 
reserve. 

Q.—What you resist, however, is the 
application of the ordinary methods 
of computing reserves to your sys- 
tem? A.—Quite so. 

Q.—Let me analyze with you for a 
moment the constituents of a reserve 
fund. <A reserve fund is intended to 
keep the company which maintains 
it always in a solvent position? A. 
Wve 4sO, 

Q.—That is in a position so that 
for all time it may meet its obliga- 
tions as they mature? A.—I think 
rather the reserve is to keep the pre- 
miums that we pay in an old line 
company level throughout the life of 
the policy, we collect more at the 
beginning 

Q.—That may be the method, but 
the object is to secure payment of 
your obligations as they mature, 1s 
not that right? A.—I would rather 
put it the other way; the obligation 
is to keep the premium level through- 
out the life of the policy, so that an 
insurance company would not be re- 
quired to ask increased premiums 
when the cost of your risk by reason 
of your age has become greater than 
your premium. 

Q.—The foundation of your whole 
system is the payment of death losses? 
A.—yYes, and incidentally, of course, 
to enable them to pay. 

Q.—Incidentally what? ae LO 
‘ enable them to pay their claims when- 
ever they mature. 

Q.—Is not that the foundation of 
the whole thing? A.—Certainly. 


Q.—That is the foundation of the 
thing, that whoever undertakes a 
contract of insurance should be able 
to when it matures carry it out? A. 
—Quite so. 

Q.—The method upon which reserves 
are computed is supposed right or 
wrongly to provide for that? A.— 
Yes. 

Q.—And the method you adopt, if 
you adopt any method, is calculated 
with that object in view? <A.—Yes; 
well our safety clause enabling us to 
eall for more »remiums may, I think, 
be fairly regarded as somewhat of the 
same character as the legal reserves 
of old line companies. 

Q.—Partly of the same character? 
A.—Yes. 
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_ Q.—It fulfils to the extent to which 
it will fulfil anything the same of- 
ficer A.—Yes. 

Q.—And to the extent to which it 
fulfils that office it minifies the neces- 


sity for maintaining a reserve? A. 


—Quite right. 

Q.—Will you agree with this, that 
the way to establish the amount of 
a reserve at any particular date is 
to ascertain the present value of the 
habilities upon policies? A.—I won’t 
undertake to answer- that, I am not 
an actuary. You are getting into the 
actuarial world, and I am not an 
actuary. 


Q.—If you are not an actuary you 
can of course appreciate what that 
means? A.—Yes, but unless I under- 
stood it thoroughly I would not like 
you to cross-question me on a subject 
hike that; I do not profess to under- 
stand it. 

Q.—Neither do I, but I am sure 
you understand it better than I do, 
and I would like to ask you these 
questions—I won’t press it if you 
would rather not—will there be any- 
one in your order who will be able 
to deal with that? A.—Yes, and 
therefore I do not like to. 

Q.—Who will? A.—Mr. Pipe. 

Q.—I will just put it in an element- 
ary way; as I understand it a legal 
reserve is arrived at in this way, at 
any particular date to ascertain the 
present amount, the present value of 
your ultimate lability upon the pol- 
1Cy tense 

Q.—And you deduct from that. the 
present value of the premium income 
you are to receive? A.—Yes. 

Q.—And the difference is what must 
be kept in reserve in order to make 
your obligations good? A.—yYes. 

Q.—That is the theory of the legal 
reserve? A.—yYes. 

Q.—Whatever methods you adopt 
are not based at all upon that theory? 
A.—No; as I have said, we rely when 
actual reserve is required, if more than 
what we have, on our safety clause; 
we rely on our safety clause should we 
ever require more reserve than we 
have on hand. 

Q.—Does that amount to more than 
this that you save all you can on your 
other sources of revenue, spend as 
little as you can, and the result plus 
your safety clause is your reserve? 
A.—Certainly. 

Q.—The reserve then is not based 
upon any computation of what your 
obtentions will cost you to fulfil? « A. 
—No. 
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Q.—And whether that is a right 
method or a wrong method you have 
nothing to do with that in your sys- 
temP A.—No, but I am told that the 
experience of the company is better 
than any calculation of actuaries. We 
are getting to a period when we can 
rely in a measure on our experience 
as insurance lessons. 

Q.—Not only in Canada but in 
Great Britain, of course you under- 
stand that legal reserves are required 
to be maintained? A.—Yes, sir. 

Q.—That is the companies maintain 
them perhaps not under stress of leg- 
islation, but they maintain them and 
they serve the same purpose as here? 
A.—JI know in the United States they 
are compelled by law to maintain 
them, I think it is the same in Can- 
ada; I won’t be sure on the subject. 


Q.—The same in Canada; there may 
be differences in detail, but the same 
in Canada; but with regard to Great 
Britain how is it? A.—I do not think 
they require it. 

Q.—At all events the schedules 
made annually to the Board of Trade 
require that to be done, the reserve 
to be shown? <A.—Yes; well, the Act 
provides—at the time of the enact- 
ment of the insurance law there-were 
no orders in existence over there, and 
they were unknown, and the Govern- 
ment, or rather Parliament, made pro- 
vision only for what was known to it, 
for the old line companies, and the 
method of valuation is for old line 
companies, and no provision whatever 
for the valuation of policies, I mean 
does not set forth that it should be 
done inthis or that way, in any of the 
laws of Great Britain. 

Q.—But the companiesiare interest- 
ed of course in their returns showing 
that they have satisfactory reserves 
on hand? A.—Certainly. 

Q.—And the pressure of public opin- 
ion and competition induces them tec 
be very careful about the maintenance 
of reserve? A.—Yes. I am not sure 
but that companies would not be 
passed by the Board of Trade if they 
had not a legal reserve, and T presnme 
that legal reserve is provided by law. 

Q.—The legislation of Great Britain, 
however, does not require any particn- 
lar method of computing reserve? A. 
—-No. 

Q.—And the companies there, as I 
understand it, competing as they do 
with each other, each of them is 
anxious to show his: reserves upon a 
more satisfactory basis than any per- 
son else? <A.—Yes. 
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Q.—In making your returns to the 
Board of Trade—we touched upon that 
the other day but did not complete 
the discussion—you were met with the 
difficulty, were you not, that by com- 
puting the reserve in such a way as 
to comply with the custom of English 
companies you show yourselves out of 
existence? A.—No. 

Q.-—Js that too strong a way to put 
it? A.—Yes, it is a little strong. 
What we were bothered with was that 
the returns we would present wouid 
not be accepted at all by the Board 
of Trade, which would have put us in 
a difliculty, but we had no choice, and 
we made our returns 

Q.—You made your returns alterna- 
tively, showing in the first place what 
reserve you would have following 
approximately the custom of the Bri- 
tish companies? A.—Yes. 

Q.—And showing on the other hand 
the surplus you really had A.— 
According to the method evolved by 
our actuary the proper method of 
valuing the I. O. F. policies, and the 
report was accepted by the’ Board of 
Trade without question. 

Q.—That report we will look at a 
little more in detail; the balance sheet 
is shown at page 5 of these returns 
for 1897 (filed as Exhibit 448); :and 
these returns show the alternative 
method we have just been speaking 
aboutP A.—Yes. 

Q.—And both balance sheets or both 
reserves are computed by Mr. ReaP 
A.—Yes. 

Q.—That is it was all work done on 
behalf of and for your order? A.— 
Yes. 

Q.—According to the customary 
method of valuing your liabilities you 
were shown to have a deficiency of 
some six and qa half millions of pounds, 
you remember? A.—Yes. 

Q.—Your liability under insurance 
transactions was computed at £7,159,- 
842; your life assurance fund was 
credited against that at £494,435; 
what was that life assurance fund? 
Was that your surplus? A.—Yes. 

Q.—That is the surplus that is now 
eight millions? A.—Now ten millions 
three hundred thousand. 

Q.—It is the same surplus? A.—Ten 
millions sounds better than eight. 

Q.—At all events it was the nucleus 
of your present surplus? A.—Yes. 

Q.—That was a natural figure of 
monies you hadP A.—Yes. 2: 

Q.—It was not a computation of 
your future premium income, or any- 
thing of that sort? A.—No. 
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Q.—Then there is an item Sickness 
Fund. that was also money in hand? 
A.—Yes. 

Q.—£24,298. Then the balance was 
£6,640,618. Under that balance is 
printed the following—which I sup- 
pose is the composition of your actu- 
ary Mr. Rea? A.—What is it? 

Q.—‘‘This does not represent a de- 
ficiency but the present value of the 
amount that would have to be assessed 
on the assumption that every policy- 
holder would be persistent until death 
at the rates enforce at date of valua- 
tion without any increase or extra call 
whatever. These assumptions are ex- 
treme and foreign to the experience 
and the laws of the constitution of 
the Order which provide for the ful- 
filment of all contracts.’’ A.—Yes, 
that was his. 

Q.—In other words that is not the 
comment of an official of the British 
Board of Trade, but the observation 
of your own actuary who computed 
the table? A.—Quite so, but passed 
by the actuary of the Board of Trade. 

Q.—Do not say passed by him. The 
return was permitted to be filed? A. 
—Well, that is passing the Report, 
is it not? 

Q.—We will not argue about that, 
because I am sure my opinion about 
that would not be worth anything? 
A.—Well, I won’t argue with you be- 
cause you will get the better of me. 

Q.—That is what you mean, that 
the Return was filed? A.—Yes. 

Q.—Now, according to the ordin- 
ary custom among insurance compan- 
ies, both here and in Great Britain, 
that meant that you were six mil- 
lions and a half behind the ability to 
meet your obligations as they matur- 
ed? A.—No, it means six millions be- 
hind the requirements of the law on 
a valuation. 

Q.—And the requirement of the law, 
as you have told me, is intended to 
provide a fund which will meet the 
obligations of the Company as they 
mature? <A.—Yes. I would rather 
we would use the term ‘ ‘requirements 
as to old line companies,’’ when we 
have items of this kind. 

Q:.—I won’t be particular about 
terms so long as we are agreed about 
what the thing is. Then the alter- 
native valuation balance sheet—in 
the first place I will take the credit 
side of that. It puts it, by life in- 
surance fund £494,435; that was 
again your surplus? A.——Yes. 

Q.—And the Sickness Fund £24,289, 
which was also the surplus in respect 
of - that tund? “DA. Yes: 
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Q.— Against that is put the net lia- 
bility junder insurance transactions, 
£491,259; that, I suppose, was ar- 
rived at—do you happen to have the 
computation Mr. Rea made? A.— 
No. 

Q.—That was arrived at, I sup- 
pose, by following the first of the two 
methods which we were dealing with 
the other day? A.—yYes, and 1/thini 
he shows the method which he adoptea 
to arrive at those figures. 

Q.—That left the credit; that is you 
were better than able to pay all 
your liabilities by £24,265? A.—Yes. 
A surplus of that amount after pro- 
viding for all abilities. 

Q.—Have you made any inquiry— 
perhaps none was practicable in the 
interim—with regard to some of the 
questions I asked you the other day? 
For instance in adopting that method, 
policies revalued on the one hand as 
term insurance—have you found out 
what he did? A.—No, except what I 
remember in the way of finding out, 
because I do not suppose there is any 
record of it in our office, but if I re- 
member correctly he told me he took 
our balance upon a 15 year term. 

Q.—I do not want to quarrel with 
that at all, but I cannot reconcile the 
amount that he gives with any such 
computation as that? A.—I have not 
tried to reconcile it. | 

Q.—It is reconcileable however, with 
treating them as your premiums were 
fixed P),AceYes:! 


Q.—That is as term assurance for 


a year? A.—Yes. Does he not say 
what 1t was? 

Q.—No; the policies revalued on 
the one hand as term insurances 


where the unexpired term is taken 
into account. Then-he goes on with 
something else; ‘‘together with the 
full reserve on estimated assumption 
that 10 per cent. of the surviving lives 
will remain in force until 70 years 
of age? A.—Then it was what he 
said to me in discussing his Report, 
that he took 15 year term policies in 
connection with that valuation. 

Q.—You have not had by one of 
your actuaries or by any independent 
actuary the figures checked at that 
date to see what method was followed? 
A.—No. 

Q.—When he says full reserve, I 
suppose he means the full RE SUED 
reserve? A.—Yes. 


Q.—Based upon 10 per cent. of 
vour surviving lives remaining in 
force until 70 years of age? A.— 


Yes. 
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Q.—Making apparently no allow- 
ance in respect ot reserves on any in- 
termediate policies except those yet 
computed for the term assurance, and 
those completing the 7 year term? 
A.—If that shows it to be, of course 
that is so. 

Q.—That apparently is all we shall 
be able to find out, unless we get 
Mr. Rea here, except by an analysis 
of his figures or a reproduction of 
them in some way? A.—You may be 
able to get that information from Mr. 
Pipe. 

Q.—Then I will try not to forget te 
ask him. Before leaving that I want 
to see what, according to your return 
made in 1895, to the Board of Trade, 
was the condition of things. From 
that time down to now your liabilities 
ek been valued in the same way? A. 
—Yes. 

Q.—Alternatively?: A.—Yes. 

(.—In the returns to the Board of 
Trade? A.—Yes. We have had an- 
other—only one other—at the end of 
the next five years. I will give you 
a copy .of that. 

(.—I have it in the Board of Trade 
for 1905. This was a valuation as at 
the 3lst December, 1902, and it is 
found in the Blue Book containing the 
Returns to the Board of Trade for 
1905. That also I want to have upon 
the record? A.—Is that not this re- 
port that you referred to? 

Q.—This is 1897 and this other 1902? 
A.—Then you have the last instead of 
the first—you have the second instead 
of the first. 

Q.—Was that of 1897 the first? Have 
there been three valuations? A.—No, 
two. 

Q.—Then I have them both, because 
that is for 1897, and this is for 1902, 
so that it is in the Returns for 1905. 
Now, if you will follow me and assent, 
so that it may be taken down as some- 
thing about which there is no contro- 
versy, I will be obliged to you. 

Q.—This is the valuation Balance 
Sheet of the Independent Order of 
Foresters as of the 3lst December, 
1902. 

MR. LANGMUIR: Made by the 
Foresters P 

MR. SHEPLEY: This was made by 
your actuaries? A.—Yes, by the same 
actuary. 

Q.—Mr. Rea? A.—Yes. 

MR. LANGMUIR: And appears in 
the Board of Trade Returns? 

MR. SHEPLEY: It apvears in the 
Board of Trade Returns for 1902. 

MR. KENT: That is the latest 
statement, is it? 
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MR. SHEPLEY: Q.—You have not 
had any valuation of your policies 
since thenP A.—No. 

@.—And you probably won’t have 
till 1907? A.—Until the lapse of an- 
other five years. 

Q.—3lst December, 1907? A.—Yes. 


Q.—The first Balance Sheet—be- 


cause this is alternatively arranged, 


just as in the former case—the first 
balance sheet makes your net liability 
under assurance transactions £10,- 
989,712. On the other side of the ac- 


‘count is Life Assurance Fund £1,196,- 


732. That again is your surplus? A. 
—Yes. 

Q.—It is the same surplus that we 
were talking about before? A.—Yes. 


Q.—The monies that you have actu- 
ally in hand? <A.—Yes. 

().—Without regard at all to any 
computation of your future premium 
income or anything of that kind? A. 
—Yes. 

Q.—And the Sickness Fund is 
£18,537. That has fallen off in the 
three years? A.—Yes. 

Q.—That also represented monies in 
hand? <A.—Yes, 

Q.—And those two sums together 
represented the savings of the Order 
during the period of existence down to 
1902? A.—Yes. 

Q.—Then the balance which would 
appear to be a deficiency but for the 
explanation in the note, is £9,774,- 
443. Do you assent to that? It would 
appear to be a deficiency but for the 
explanation in the note? A.—Yes. 

Q.—And then the note of your ac- 
tuary commencing, ‘‘This does not 
represent a  deficiency,’”’ is just the 
same as in the former return? A.— 
Yes, 

Q.—Then alternatively the valuation 
balance sheet commences like the form- 
er, with a credit to your life assurance 
fund and your sick list fund, being 
the savings we have spoken of? A.— 
Yes. 

Q.—Those two sums make a total of, 
£1,215,269, as against which the net 
liability under insurance transactions 
presumably computed according to the 
former of the two methods mentioned 
in Dr. Rea’s note is £747,546, leaving 
a balance over and above your liabili- 
ties computed in that way of £467,- 
723°? ‘A.—Yes. 

Q.—No similar computation has 
since been made? Q.—-No. We shall 
have to make it, as you say, in the 
course of a couple of years now. At 
the end of the 5 year period. 
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Q.—Of course there would be no 
difficulty, except the labor involved 
in it, in preparing a statement down 
to 1905, treating it in the same way? 
A.—Oh, I presume not. 


Q.—You observe that while follow- 
ing the method of which yon approve 
the surplus of assets over liabilities, 
is growing, similarly, following /the 
method of which you do not approve 
your excess of liabilities over assets 
is also growing? A.—Yes. 

Q.—And it is growing at a very 
large rate? A.—We explain that by 
saying that those large sums 6 mil- 
lion pounds and 7 millions here re- 
present the amount of money that we 
would have had to collect from our 
policyholders if we had been an old 
line company, and in a way we have 
saved those enormous sums to our 
policyholders, and have given them 
up-to-date first-class insu}ance. 

Q.—Up-to-date, yes? A.—Up-to- 
date. 

Q.—Will your mind go with me thus 
far? That if for every dollar of your 
surplus there is 10 dollars of liabil- 
ity, that if you increase your surplus 
you are only increasing your liabil- 
ity? A.—Yes, but we do not admit 
the applicability. 

Q.—I put it hypothetically. And 
when you say your experience shows 
your accumulations have-been grow- 
ing, that involves hypothetically 
again, that your liabilities have been 
growing correspondingly? A.—Oh, 
surely. 

Q.—And as time goes on every valu- 
ation balance sheet that you make 
out, 1f your Order proceeds as pros- 
perously as it has, will increase the 
apparent deficiency? A.—Yes. And 
which our actuary says has no defin- 
able financial significance. 

Q.—That is what Mr. Rea says? 
A.—Yes. 

Q.—I have not lost sight of that. 
Then, one other question with regard 
to that; you have, in addition to the 
moneys on hand only your safety 
clause to fall back on? A.—Yes. 

Q.—What would be the effect in 
your view, upon the membership of 
your Order, of your having to say 
to them, ‘‘We have spent all our sur- 
plus and you must club together to 
pay these death claims?’ A.—I do 
not think we will ever reach that 
period, and therefore we are not 
spending our time considering that 
point. There is another point I ought 
to mention to you— 

Q.—Will you spend the time on it 
now? A.—I do not think it is worth 
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will. 

Q.—Please do so? A.—What is 
the question? 

Q.—If you had to go to your mem- 
bership and say, ‘‘We have spent all 
our surplus, there are no funds, we 
want to invoke the safetv clause, you 
must come in and pay these claims,” 
what would be the effect on your 
membership? A.—Probably a. few 
secessions, but I am satisfied the great 
bulk of them would pay what they 
were asked. It is a matter of history 
that whenever we have gone to the 
Supreme Court and asked them to 
pay more by revising the rates, they 
have done it, and I have no reason 
to believe that if the calamity should 
happen that we would reach the per- 
iod when our surplus would begin to 
disappear, that if the Supreme Court 
asked them just before they had 
reached the point you mention, to 
readjust the rates, they would do it 
as cheerfully as they did it in 1899, 
when, I think, the revision was car- 
ried, only sixteen voting against it, 
there being 210 votes in the Supreme 
Court. ; 

Q.—And only 16 dissentients? A. 
—16 dissentients. 

Q.—Have you ever had occasion to 
observe, as you have gone through 
life, of the effect of making assess- 
ments beyond’ what a man. is expect- 
ed to pay in any system of insurance, 
because that sort of thing happens 
more than once in the history of this 
country? A.—yYes. Of course in the 
first place I must mention that I have 
no experience as a Forester, but other 
societies have called for extra assess- 
ments, and as a rule have increased 
the secessions very largely. 

Q.—And sometimes precipitated dis- 
aster and dissolution. A.—I do not 
recall any instance of that kind in 
the fraternal orders. 

Q.—Well, I was not trying to con- 
fine you to the fraternal orders. I 
am speaking generally of assessing a 
man for more than he is expected to 
pay? A.—Well, I pay no attention 
except to the old line companies and 
the fraternal orders. I am kept busy 
without trying to follow the history 
of companies that we have no interest 
in. 

Q.—Would you agree with me that 
it is a legitimate subject of imquiry, 
what has happened in the past with 
regard to assessments, what their ef- 
fect has been upon the history of 
organizations generally? A.—Oh, I 
think so, yes, and now that you bring 
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the subject before me, perhaps I will 
increase the powers of our Statistical 
Department and watch all these 
things. It may help us at some future 
examination. 

Q.—Then I will just think of an- 
other disaster, hypothetically again. 
Supposing your Order became illegal 
so that you had to be dissolved and 
wound up, what would be your posi- 
tion with regard to your contracts? 
Would you be able to reinsure with 
the funds you have on hand in sgol- 
vent companies? A.—TI fancy not. 

Q.—Nor pay the present value 
commuted to your outstanding obli- 
gations? A.—No, very few companies 
are. 

Q.—Unless they ‘have a_ reserve 
with which they can re-insureP A.— 
There are instances in old line com- 
panies when such a disaster has over- 
taken them and their funds were 
wholly inadequate to provide for their 
policies. 

Q.—That is where they did not look 
after their reserves? A.—It is where 
they had their legal reserve. 

Q.—On paper? A.—Oh, I would 
not say that. 

Q.—You know—I am sure you do— 
that sometimes the reserve is called 
the Reinsurance Fund, and it is sup- 
posed to be such a sum as you can 
go into the market and buy an equi- 
valent amount of insurance with? 
A.—Yes. 

Q.—And if the reserve is what it 
ought to be that is what it will do? 

.—Yes. 

Q.—I am speaking of the old line 
companies’ reserve? A.—Yes. 

Q.—Now I have troubled you long 
enough about that legislation? We 
will return to the other matter— 

MR. LANGMUIR: Q.—Before leav- 
ing that I would like to know what 
was the average percentage of increase 
in premiums in 1899 over the period 
of the previous rates, if you can tell 
usP A.—I will have it computed, 
so that you can get the correct figures, 
and hand it in, perhaps this afternoon 
or to-morrow morning. My impres- 
sion is that it was about 20 to 25 per 
cent. of the increase, 

MR. SHEPLEY: I will look. at 
what you said because you gave us 
an account of that. It commences 
at page 2204, at the bottom of the 
second column. Your examination 
reads as follows :— 

‘“‘Q.—Have you made substantial 
alteration of ratios in your prem- 
ium of recent years? A.—yYes 
and no. We increased the rate 
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in 1898, which came into effect 
on the Ist January, 1899. 

Q.—That is the Yes part of it, 
what is the No part of it? A. 
—You said substantial. 

Q.—I might have left out the 
word substantial? A.—Yes. 

Q.—What was the increase, was 
it by a percentage A.—No, the 
way we calculated was to take a 
man’s expectation of life at age 
of entry and compute that at 4 
per cent., and the amount that 
was required to produce $1,000 
at his expectation of life was fixed 
as the new premium rate and all 
through the ages of the table the 
same rule was applied.’’ 

MR. HUNTER: I can give you 
One example. At age 18 the form- 
er rate in the ordinary class was 60 
cents a month. The new rate the 
same age and the same class is 76 
cents a month. 

WITNESS: 
percentage. 

JUDGE MacTAVISH: 
over 25 per cent. 

WITNESS: That is only one figure. 
The others may be different. I meant 
on the average. 

MR. SHEPLEY: Q.—I think we 
have practically completed all I want- 
ed to ask about the legislation of 
1896. After 1896, and just so that 
I may direct your mind towards the 
subject I am going to inquire about 
in connection with the following leg- 
islation, by the legislation of 1896 
you got authority from the Domin- 
ion Parliament to hold real estate up 
to $350,000? A.—Yes. 

Q.—In the same year you got an 
Act passed by the Legislature of the 
Province of Ontario. Do you re- 
member thatP A.—Yes. ‘ 

Q.—That was 59 Vict., Chap. 120° 
A.—Yes, 

Q.—That was entirely with regard 
to your power to hold real estate? 
A.—yYes. 

Q.—And it differed somewhat in its 
phraseology from the Dominion Sta- 
tute? A.—Oh yes. 

Q.—And there was only one short 
section, ‘‘it shall be lawful for the 
said Supreme Court of the Indepen- 
dent Order of Foresters to acquire 
and hold lands or tenements or inter- 
ests therein within the Province of 
Ontario, not exceeding in the whole 
at any one time, the annual value of 
$20,000??? A.—Yes. 

Q.—Will you tell us about that le- 
gislation, please? A.—Well, it was 


I will give you the 


It is a little 
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to remedy our position with regard to 
the Temple Building. 

Q.—That you told me also was the 
object of the other legishation—that 
clause of the other legislation? A.— 
Yes, we tried to get the $20,000 in 
the Dominion Act, but Mr. Fitzgerald 
refused assent to it and we could not 
get it. 

Q.—Upon what ground was his re- 
fusal to assent ostensibly based? A. 
—I do not know. 

Q.—Did he say? A.—I do not think 
he had any ground. 

Q.—You do not think he alleged 
any? A.—I do not remember? Why 
should the Government object to le- 
gahsing our holding of this property ? 

Q.—I am not at all advocating it? 
A.—But I wish to show the gentle 
men. A very large proportion of the 
funds to build this Temple was con- 
tributed by our American members. 
At that time there was not, and there 
is not yet, any difficulty with regard 
to investing so much of the money of 
the Order here. It was a surprise to 
me that Canadian authorities should 
object to the Order bringing that 
much money into the country and 
planting it for all time in the coun- 
try. Of course, my object among 
others, was to prevent the removal of 
the Headquarters to the other side 
when the Americans became 

Q.—When the tail commenced to 
wag the dog? A.—Exactly. 

Q.—At all events you advocated the 
policy of building—the building pol- 
icy—largely because it involved the 
influx of American money A 
Planting American money here. 


Q.—And also secured the perman- 
ency of the institution as a Canadian 
institution? A.—Yes, and to adver- 
tise the Order as no other thing had 
advertised it up to that time. 

Q.—I quite appreciate that. Then 
you wanted to ‘have the Dominion Le- 
gislation take the form of permitting 
you to build or to own lands of the 
yearly value of $20,000? A.—Yes. 
We had built, I believe, or in pro- 
cess of building. 

Q.—You wanted that legalized? A. 
—Yes. 

Q.—Subsequently I will have to ask 
you some questions about that, but 
that is all I care about at the pre- 
sent time. You looked upon _ the 
power given you by the Legislature of 
Ontario as a more satisfactory and 
wider power than that Act of the 
Dominion? A.—Yes, we had been 
previously advised that it was pro- 
bable the Province of Ontario had the 
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power and not the Dominion Govern- 
ment. 

Q.—Then just come again to the 
other Acts. In 1901 you went again 
to the Dominion? A.—Yes. ‘ 

Q.—Do you remember the circum- 
stances that took you there that time? 
A.—Well, I think the chief circum- 
stance was that we were advised by an 
eminent lawyer in Toronto that there 
Was some point in the contention of 
a Canadian member, that as he be- 
came a member of the Order as a pro- 
vincial corporation, he was not bound 
by the laws of the Dominion Corpora- 
tion, and our object was to have 
such legislation as to remove any 
doubt on that point, and also to get 
another increase in our holding pow- 
ers of real estate. 

Q.—Then you did get the legisla- 
tion that you asked for that yearP A. 
—Yes. 

Q.—You got the increased holding 
power? A.—Yes. 

Q.—As you asked for itP A.—Yes. 

Q.—And did it then conform with 
the Ontario power or did it exceed it? 
A.—I think so. 

Q.—Itie veeded it? 

MR. HUn'wR: It was raised to 
$30,000 in 1901. 

MR. SHEPLEY: Q.—If $20,000 
was enough in 1896 why was it not 
enough in 1901? A.—There was a 
doubt as to whether it was enough. 
It would depend on the rate of inter- 
est assumed in the computation of 
the allowance and I wanted to place 
it beyond all question. 

Q.—And this Act did? A.—Yes. 

Q.—And it has been beyond ques- 
tion ever since? A.—Yes. 

Q.—Generally speaking I just want 
to outline the Act. It is a couple of 
pages, but it is simple enough. The 
first substantial or substantive pro- 
vision was the transfer of the assets 
of the old provincial corporation 
in the Dominion Corporation? A.— 
Yes. 

Q.—And it substitutes the Dominion 
Corporation for the Provincial Cor- 
poration as to all obligations and lia- 
bilities A.—Yes. 

Q.—Then it transfers, so to speak, 
the allegiance of all members of the 
Provincial Corporation to the Domin- 
ion Corporation? A.—Yes. 

Q.—And makes them subject to all 
the laws? A.—Yes. 

Q.—That got over the Kingston 
man? A.—Yes. ; 

Q.—Then comes the computation as 
to the realty holding, the only thing 
that is worth speaking about in that 
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is the increase from $20,000 to $30,- 
000 a year yearly value? A.—Yes. 

Q.—Then do you remember you got 
some ratification of your investment 
powers or some increase? A.—Yes. 
We had been taking, I think it was 
at that time, the interest on the mor- 
tuary funds and using it in our 
work? 

MR. HUNTER: That was in 1896. 
He is referring to Section 50 of the 
Insurance Act as to the power of in- 
vestment. We had that power. 

WITNESS: We supposed we had 
the powers to make all the invest- 
ments the insurance companies had. 


MR. SHEPLEY: You thought you 
had all the general powers in the 
General Insurance Act? A.—-Yes, 
but there was some doubt expressed 
by some lawyer and we thought we 
would put it beyond lawyers to bother 
us about it. 

Q.—Well, you were very sanguine. 
At all events what you did have ad- 
ded to your investment powers was 
this in the 7th line of the section of 
your Act of 1899—‘‘or in any of the 
securities specified in sub-sections 1 
and 2 of section 50 of the Insurance 
Act??? A.—Yes, to make jf specific 
that we had the powerytoemake the 
investment. 

Q.—Is there anything else in this 
statute that you deem of importance? 
A.—Oh yes. In order to meet the ob- 
jections raised by some of the adverse 
Insurance Commissioners in the 
United States to the fact that we 
were not a fraternal benefit society, 
not so recognized in our own country, 
we got Parliament to remedy that by 
making the change from this society 
to this fraternal benefit society, spe- 
cifically recognizing us as a fraternal 
benefit society. 

Q.—So as to give you recognitien 
in Canada as a fraternal benefit so- 
ciety? <A.—Yes. 

Q.—And so improve or maintain 
your status in the United States? 
A.—Yes. 

Q.—Is there anything else in this? 
A.—I do not think so. 

Q.—You were going to say some- 
thing else when I interrupted you? 
A.—It was just to enable the insur- 
ance inspector here to give us a cer- 
tificate that we were a fraternal so- 
ciety. 

Q.—It was probably necessary if 
the point was well taken about the 
Provincial Corporation? A.—Yes, we 
were so advised and we made concur- 
rent application. 
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Q.—This statute, like the Dominion 
statute, vested the assets and imposed 
the obligations of the Provincial Cor- 
poration in the Dominion Corpora- 
tion? A.—Quite so. 

Q.—And it increased the holding 
power to $30,000? A.—Yes. 

Q.—And made the members of the 
Provincial Corporation subject to the 
Jurisdiction of the Dominion Corpor- 
ation? A.—Yes. 


Q.—Is that all the legislation that 
your Order has had in this country 
since your organization ? Have I 
found it all? A.—Yes, that is all. 


Q.—Before we came to this we were 
dealing in a general way with the 
organization and the history of your 
Order, and I suppose in a Society 
so well managed as yours we will find 
a pretty complete history of all your 
transactions in the minutes of your 
Executive body. We ought to, should 
we not? A.—TI think so. 


MR. HUNTER: In the minutes of 
the Supreme Court? A.—You will 
find them in the minutes of the Su- 
preme Court. y 


MR. SHEPLEY :’I should not have 
excluded that—I mean that? A.—If 
I recollect rightly, for a number of 
years we have held no Executive meet- 
ings, we did the work by— 

Q.—That is applicable perhaps, to 
your early history, but during the 
years during which you have been a 
flourishing body’ your Executive have 
been a very busy Executive? A.— 
Yes. 

Q.—And you have held constant 
meetings? A.—Yes. 

Q.—Then I have the Minutes of 
three of your meetings of the Supreme 
Court, the triennial meetings, calling 
them that for the sake of conveni- 
ence? A.—Yes. 

Q.—The first of these is the llth 
Communication, as it is called, of the 
Supaeme Court. That was held at 
Toronto on the 25th, 26th, 30th and 
31st of August and Ist and 2nd Sep- 
tember and at Foresters’ Island Park 
on August 27th and 29th, 1898. That 
was the Toronto Meeting and the 
next one was held where? 


MR. HUNTER: In California. 

WITNESS: At Los Angeles, 

MR. SHEPLEY: Yes, on the 29th 
and 30th April and the 2nd and 3rd 
May. and at San Francisco on the 
6th May, 1902? A.—Yes. 

Q.—Then, the third was held at At- 
lantic City last year, 3lst July, and 
Ist, 2nd and 8rd August, and then 
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apparently at Forester’s Island 7th 
August, 1905? A.—Yes. 

Q.—Those are three epochs in your 
Order, are they not? <A.—Yes. 

Q.—And apart from what we are 
able to find in your Executive min- 
utes and bookkeeping, this is your 
written history? A.—Yes. 


Q.—I think you have already told 
me that at every meeting of the Su- 
preme Court you oyerhauled and re- 
vised your constitution and by-laws? 
A.—We have done so far. We have 
adopted amendments of more or less 
importance. At all these meetings 
I think the Constitution was amended. 


Q.—In some respects you have, I 
think, on some occasions collected 
them into a whole new body? A.— 
Last Session I think we did that. 


Q.—And each volume of the Min- 
utes purports to contain a complete 
set of the constitution and by-laws? 
Av=-No;: 

Q.—Does it not? A.—No, it con- 
tains only the proposed amendments. 

Q.—Gh yes, I think you are quite 
right. I was looking at 1895? A. 
—That, I presume, ‘is a complete 
print of the Constitution because we 
condensed the Constitution and eli- 
minated sections where it was prac- 
tically a duplicate of another section, 
and, of course, we had to rearrange 
it, and that is the reason the whole 
Constitution is in there, because of 
that condensation and _ rearrange- 
ment of sections. 

Q.—There is one clause before I go 
into the minutes that I want to ask 
you something about. Clause 30 of 
your Constitution as it now stands 
deals with the composition, powers 
and duties of the Executive Council 
and I want to go through that a little 
more carefully. It is divided: into 
sub-paragraphs. It is section 30, 
and there are 14 sub-paragraphs. The 
first sub-paragraph deals with the 
Constitution of the Council. It con- 
sists of the Supreme Chief Ranger, 
the Past Supreme Chief Ranger. Who 
is the Past Supreme Chief Ranger? 
A.—Judge Widderburn was until the 
Act came into force about judges, 
and he was succeeded by Victor Mor- 
an of Montreal. 

Q.—The Supreme Court Vice-Chief 
Ranger—who is he? A.—J. D. Clark 
of Dayton, Ohio. 


Q.—Supreme Secretary? A.—Mr. 
McGillivray. 

Q.—Supreme Treasurer? A.—Harry 
Collins. 

Q.—Supreme Physician? A.—Dr. 


T. Millman. 
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Q.—And the Supreme Counsel? A. 
—Mr. Stephens. 

Q.—The next paragraph deals with 
the powers and duties of the Execu- 
tive Council of the Supreme Court 
in addition to those defined elséwhere 
in the constitution and laws, and 
there are sub-sections A, B, C and D. 
Sub-section A, ‘‘During the recess of 
the Supreme Court, to exercise all 
the executive and judicial powers’’ 
—that is very wise of coursep A.— 
Yes. 

Q.—Between triennial sessions they 
have all the power that is vested in 
the Supreme Court? 

MR. HUNTER: Except the legis- 
lation. 

MR. SHEPLEY: They cannot alter 
the constitution, but their executive 
and judicial power is very unlimited? 

WITNESS: We have power to 
amend the constitution. 

Q.—Then sub-section B, whenever 
the general funds of the Supreme 
Court become exhausted, to borrow 
from any other fund at the legal dis- 
posal of the Executive Council, and 
so on. That is a power which has 
been exercised? A.—Yes. 

_Q.—And we shall have some discus- 
sicn as to that. Your general fund 
has been largely depleted? A.—yYes. 

Q.—And your annual returns are 
made to show, at the instance of the 
Superintendent of Insurance, the ex- 
tent of that depletion? A.—I think 
so, yes, but its depletion I think is 
not a very happy word; still I suppose 
1t expresses it, 

Q.—Overdrawn? A.—Yes. 

Q.—I will substitute that word? 


A.—AIl right. 
Q.—Then we need not trouble 
about sub-paragraph C. Thatinis 


about the corporate seal, and so on. 
Then we need not dwell on HE. That 
is disciplinary. Then the third para- 
graph is important, or may become 
important; ‘‘Whenever in the opinion 
of the Executive Council the number 
or the amount of claims for sick bene- 
fits made in any territory, district or 
locality is excessive, the Executive 
Council may discontinue in any such 
territory, district or locality the 
further enrollment of members in the 
sick and funeral benefit Depart- 
ment for such time as the Council 
may deem expedient?’? A.—Yes. 

Q.—Is that aimed at epidemics? 
-A.—No. 

Q.—Aimed at the low tone of mor- 
ality? A.—It is aimed in sections 
where there is an enormous demand 
made on the sick and funeral fund, 
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and in fact we know that very many 
cases from that district are fraudulent 
practically. 

Q.—It is aimed at a low morality? 
A.—Yes, and the idea was to have 


power to protect the Order whenever 


it gets too prominent. 

* Q.—Did your machinery not prove 
sufficiently elastic to deal with those 
cases and detect them and weed them 
out? A.—Oh yes, the offenders that 
came to our knowledge, but when as 
you say a low morality develops in a 
district we thought it was better to 
have these powers, just to say to that 
district, ‘‘You cannot initiate any 
more into this Department, until you 
reform.’’ 

Q:—Then’ the fourth. paragraph 
reads: ‘‘All members of the Execu- 
tive Board shall be ex officio members 
of the High Court’’ (Reads down to 
the words “Or to hold office in such 
branch.’’) I pause there for a mom- 
ent. Of course it is a question of pol- 
icy. You want all your Executive to 
be able to walk into any place with 
all the rights of a member? A.— 
Yes. 

Q.—Any place under your juris- 
diction? A.—Yes. 

Q.—But there are some other Courts 
mentioned here that we have not 
heard about the High Court, the Sub- 
ordinate Courts, and the Companion 
Courts—we have not heard about 
those? A.—They are the lady Courts, 
the same constitution as the male 
Courts. 

Q.—They are subordinate Courts 
but they are composed of ladies, and 
thev are called Companion Courts to 
distinguish them from male ‘subordin- 
ate Courts? A.—Yes. 

Q.—What are Juvenile Courts? A. 
—HExactly what the term is. They are 
Courts for the children of our mem- 
bers. 

Q.—Do they insure also when they 
come in? A.—No. 

Q.—And the ladies? A.—The ladies 
insure, except in the sick and benefit 
department. 

Q.—The children do not insure at 
Atel aN oO. 

Q.—They are just socialP A.—Yes, 
and educate them in the Forestric 
idea, so that when thev grow up they 
will slide right into the subordinate 
Court. 

Q.—You bend the twig so that the 
tree ‘may be inclined? A.—Yes. 

Q.—Then the Encampment of the 
Foresters—that you told us about? A. 
Yes, 

Q.—The quorum of the Executive 
Council is made four? A.—Yes. 
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Syraae a majority thereof? A. 
= Y es: 

Q.—Now comes clause 6, and that is 
one I want to ask you about, because 
that is rather an _ extraordinary 
clause, although I do not use’ the 
word otherwise than as something we 
have not often seen. ‘‘Whenever ac- 
tion or decision by the Executive 
Council is required’? (Reads down to 
the words ‘‘Executive Council have 
been held. YN Bt Say Cs: 

Q.—That is a paragraph which puts 
a-very wide vower in the Supreme 
Court Chief Ranger? A.—How? 

Q.—You do not go with me at once 
with regard to that? A.—No. 

Q.—Well in: the first place it makes 
it unnecessary to hold a meeting of 
the Executive? A.—Quite so—to de- 
cide minor points, but which before 
it can be acted upon, must be decided 
by the Executive Committee? 

Q.—It does not say minor points? 
A.—I know, but we have sense enough 


to apply these laws in a common sense 


way. 
Q.—I am speaking of the power it 
confers, but not about any abuse of 
it. IT am not suggesting there has 
been any abuse? A.—The power of 
the Supreme Court Chief Ranger un- 
der that section is simply to submit 
the question to you, and to those who 
are members of the Executive by let- 
ter, and they answer. 

Q.—By word of mouth or otherwise? 
A.—That means telegrams—not word 
of mouth; so that the terms of the 
submission of the questions would be 
the record and the answer in writing. 


‘Of course ~ ur telegram would be on 


record, and it would be impossible for 
me to tell how the members of the 
Executive would vote, because that 
would be the only possible way in 
which you could do it—— 

Q.—You tell me,—and perhaps your 
construction of it, as a matter of 
construction, is right—if you tell me 
it was not left to conversation, and 
is not so to be construed, that removes 
a great deal of difficulty I see in re- 
gard to it? A.—Oh no. It must be 
a record by writing, or by telegrams. 
The expense of the Executive Meet- 
ing is very large, and it was with a 
view of saving expense that when a 
minor question was required to be 
settled by the Executive, the Supreme 
Chief Ranger may submit that in 
writing or by telegram. 

Q.—If the rule had said ‘‘may sub- 
mit such matter in writing, or in 
print or in telegram’’ instead of say- 
ing ‘‘in writing or in print, or other- 
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wise’’ it would have been quite clear. 
It perhaps means that now? A.—Oh, 
it does. 

Q.—Perhaps it means in writing or 
in print, or in some other way which 
preserves your’ record? A.—Yes. 
You would not have dreamed of go- 
ing to a man and saying ‘‘How are 
you going to vote,’ and going to an- 
other man and asking the same ques- 
tion and then coming out and saying 
the Executive had decided so and so. 
If that were the case it would be ex- 
traordinary. 

Q.—Perhaps we should apply the 
ejusdem generis law to this as lawyers 
put it, and make this a record? A.— 
I wish you would. 

Q.—At all events that is the way 
it has been administered? A.—Yes. 

Q.—I am inclined to agree with 
your construction of it as a matter 
of construction, although I have wo 
business to say that. Then one 
other question with regard to it—— 
A.—I think what you have pointed 
out is worth attending to. 


Q.—When anything of that kind is 
done in that way. does it find its way 
upon the minutes of the Executive af- 
terwards? A.—Oh sure. 

Q.—It always does? A.—Yes. 

Q.—It is posted always? A.—Yes. 

Q.—That is the spirit of the rule? 
A.—Yes, 

Q.—If you do amend it, you might 
confine it to minor matters? A.— 
Well no, I think it is sufficiently safe 
guarded by putting it in this way. 

Q.—The next paragraph, No. 7, 
says ‘‘A member of the Executive 
Council may, by power of attorney 
depute any person to sign his name.’ 
(Reads down to the words ‘‘May be 
required to sign.’’) That is not in- 
tended to give one member of the 
Executive two voices at the meeting 
of the Council is it? A.—Oh no. 

Q.—That is merely for the execu- 
tion cf documents? A.—That is 
right. 

Q.—Then there is a provision ‘‘Re- 
moval from office; in case of the dis- 
qualification, refusal or neglect of any 
member of the Executive Council to 
discharge the duties of his office, the 
other members of the Executive Coun- 
cil shall have power by unanimous 
vote to declare such office vacant.’’ 
(Reads down to the words ‘‘disquali- 
fies a person from being a member 
of the Executive.’’) What are the 
causes of disqualification? Do you 
recall them? A.—Oh, a number of 
them; getting sent to jail would be 
one of them. 
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Q.—I suppose ceasing to occupy the 
official position— A.—Or going away 
and refusing to discharge his duties. 

MR. HUNTER: The easiest ex- 
ample is, ceasing to be a beneficial ' 
member. ; 

WITNESS: Yes. Well of course 
he would be suspended from the Or- 
der if he ceased to be a_ beneficial 
member. 

MR. SHEPLEY: Q.—‘‘Then the 
remaining members forthwith elect a 
successor.’ (Reads.) Then on his 
complying with the constitution and 
laws, and being installed he takes the 
office ? A.—Yes. 

Q.—Paragraph 9 makes the other 
members of the Executive Council the 
judges of the disqualification, refusal, 
neglect, etc., referred to in sub-sec- 
tion 8 of this section? A.—Yes. 

Q.—I suppose the questions have 
never arisen? A.—No. 

Q.—Then with regard to officers 
other than Executive ‘Council, you 
have similar powers? A.—Yes. 


Q.—Then just one other question 
about this clause. The 14th para- 
graph reads ‘‘The Executive Council 
may appropriate the forfeit morfeys,’’ 
etc. (Reads.) What are the forfeit 
moneys? A.—Not finding a_ bene- 
ficiary to a claim; no one comes for- 
ward to claim on the death of a mem- 
ber, and I think the limit is put at 
one year. At the end of the year 
the Supreme Executive may declare 
that forfeited, and the object of this 
section was to authorize the Execu- 
tive to use it for charitable purposes. 

Q.—For outside charities apart from 
the Order? A.—Oh nw. 


Q.—I do not want: to go into that 
at any length, but at all events under 
the Act have’ you any organized sys- 
tem of charities in the Order besides 
the Orphans’ Home?  A.—Nothing 
but the Orphans’ Home. We hope to 
organize a home for the old members. 

Q.—Is that Foresters’ Home the 
beneficiary who takes these forfei- 
tures? A.—It would be very likely 
there it would go as long as I am 
Chief Ranger. . 

Q.—Do you get any _ substantial 
amounts from these forfeits? A.— 
No, we have not had at any rate more 
than one forfeiture. 

Q.—Now we have gone through the 
Executive Council, and I want very 
briefly to run through the clauses 
dealing with the duties and powers 
of the officers themselves who compose 
that. Take your own office for in- 
stance. That is dealt with in sec- 
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tion 19, and like the other section, 
eee fourteen sub- paragraphs? A. 
—Yes. 

Q.—You are ex-officio President and 
General Manager of the Order? A. 
—Yes. That clause was simply in- 
serted to facilitate our doing business, 
abroad. Instead of ‘‘Supreme Chief 
Ranger,’? people not understanding 
that, swe had ‘‘President of the Com- 
pany” or ‘‘General Manager.’’ 

Q.—The second paragraph makes 
it your duty to preside at all meet- 
ings of the Supreme Court and all 
meetings of the Executive, to appoint 
assistants to yourself who shall have 
the title and rank of Assistant Su- 
preme Court Chief Ranger, and shall 
have the duties assigned to them, etc. 
You have apparently unlimited power 
in respect to appointing assistants? 
A.—Assistants for myself, 

Q.—Have you had that power from 
the beginning, or do you recall just 
now when you got that? A.—Away 
back anyway. I think I had more 
power in the beginning. 

Q.—You could not have more power 
in respect to appointing assistants 
than this gives you?  A.—In the 
early years I was the whole Supreme 
Court practically. In later years we 
have had to regulate these things. 


Q.—As the old French Monarch 
said that ‘‘l’etat c’est moi,’’ and you 
are the state stillP A.—The Execu- 
tive not frequently, but sometimes re- 
verse my action. 

Q.—That must be a lapse in the 
minutes? A.—It does occur. 

Q.—I have found no such case? A. 
—But it is proved so far in the end 
that they were always in the wrong 
and had to come back to my way. 

Q.—As I said before, ‘‘l’etat c’est 
mov’ would apply to youP A.—No, 
I have no such autocratic powers. 

Q.—Get back to the power to ap- 
point assistants Supreme Court Chief 
Ranger? <A.—Yes. 

Q. —How many assistants are there P 
A.—tThree. 

Q.—Who are the three? A.—Mr. 
Harper, Mr. Lawless, and Mr. Mac- 
Murtry. 

Q.—Those are your three assistants? 
A.—Yes. 

Q.—There is no review of anything 
you do in the way of appointing as- 
sistants, except I suppose inherently 
by the Supreme Court; that would’ 
have power to revise? "A.—Yes, but 


‘ I do not think I have ever appointed 


an assistant that I did not consult 
and get the consent of the Executive 
Council. 
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Q.—You have charge and control of 
the head office and all other offices 
of the Supreme Court, and you em- 
ploy such persons from time to time: 
as you deem necessary for the proper 
carrying on of the business of the Su- 
preme Court? A.—Yes. 

Q.—You have a large staff in the 
head office? A.—Yes. 

Q.—What is the size of your staff? 
A.—About 125, just a rough guess. 
I can get the exact figures. 

Q.—I suppose the number fluctuate 
within substantial limits? A.—yYes. 

Q.—But you would say about 125 
Supreme Court employees? A.—yYes. 

Q.—Do you have the appointments 
in the offices of the other Exeeutive 
Councils, say in the Secretary’s and 
Treasurer’s office? A.—Everybody. 

Q.—You appoint everybody? <A.— 
Everybody. When I say that, of 
course my deputies recommend the 
persons and I make the appointment. 

Q.—When you say deputies you 
mean— A.—My deputies and collea- 
gues, members of the Executive. 

Q.—Then you have also the gen- 
eral superintendence and management 
of the affairs of the Order and the pro- 
motion of its growth? A.—Yes. 


~Q.—Then you have the power to ap- 

point from time to_time inspectors 
general, assistants, General managers, 
district superintendents, and deputy 
Supreme Court Secretaries, as the 
interests of the Order may require, 
who shall perform such duties as may 
be assigned to them by you and the 
Executive Council, and power to re- 
move and discharge such persons so ap- 
pointed. What is an inspector gen- 
eralP A.—An appointee who goes 
around the country inspecting the 
work done by organizing officers. 

Q.—How many are there? A.—I 
should imagine not more than half a 
dozen. 

Q.—You can perhaps let me have 
that accurately. You say half a 
dozen? A.—Yes. 

Q.—Do you remember their names? 
A.—Not now. I can give you the in- 
formation. 

Q.—I daresay I may have it com- 
bined with other information. Assis- 
tant general manager—what is that? 
A.—That is a manager outside of the 
head office. For instance Mr. Albert 
Stephenson at our American office at 
Port Huron, Mr. Marshall in London, 
England, or rather he is living now in 
Glasgow—I think those are the only 
two Assistant General Managers that 
there are. 
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-Q.—And are their duties confined to 
the districts in which they are lo- 
cated? A.—Yes. 

Q.—They are not General Assistant 
Managers? A.—No. 

Q.—But Assistant Managers in res- 

pect of their territories? A.—Yes, 
Mr. Marshall of the United Kingdom, 
and Mr. Stephenson, has charge of 
our supplies for the United States. 
_ Q.—Then Managers is the next? A. 
—Managergs would be local appoin- 
tees; for instance Mr. Roberts in 
Victoria, Melbourne, and Dr. Gibson 
of Belfast. 

Q.—What is the office of the Man- 
ager? What does he do? A.—He 
takes charge of the office, where they 
are obliged to maintain an office. 

Q.—That is the office of the Su- 
preme Court? A.—Yes. 

Q@.—He is under the control of the 
Executive? A.—Under my control. 

Q.—Then the next office you men- 
tion here is District Superintendent 
—what is that? A.—A District Sup- 
erintendent-is a Superintendent hav- 
ing general charge of the Court in a 
certain district, to deal with any 
grievance that may arise, and to help 
the Court grow, and get new mem- 
bers. Mr. George Mitchell is Dis- 
trict Superintendent, Toronto Dis- 
trict. 

Q.—lIs he a paid official? Are those 
paid officials? A.—Yes. 

Q.—They are salaried officials? A. 
SV ee? 

Q.—Then Deputy Supreme Court 
Secretaries. Are those Deputies of 
Mr. \McGillivray’s? \A.—Yes, paid 
by me. ; 

Q.—How many are there? A.—I 
do not think there are any just now. 
The Manager in the London office was 
for a time Deputy Supreme Secretary. 

Q.—That is performing the Secretar- 
ial duties in Great Britain? A.—Yes. 

Q.—You think there are no deputies 
now to Mr. McGillivray? A.—I do 
not think so. 

_Q.—Somebody must be in charge of 
his work? A.—We have closed the of- 
fice. It is a large office, and we have 
got a young lady as clerk. 

MR. HUNTER: You are speaking 
of the London office. He is speaking 
of the Toronto office. Somebody must 
be in charge of Mr. McGillivray’s 
work. 

WITNESS: Oh. here. 

MR. SHEPLEY: Q.-—-Yes?P A.—I 
do not think there is anv such office. 

Q.—Are there not resident deputies 
of Mr. McGillivray’s? A.—Not now. 
Mr. MacMurtry was there, but I took 
him from that and made him Assis- 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters. : 
(Dr. Oronhyatekha, Ex’d.) 


tant Superintendent Chief Ranger, 
to take charge of the organizing work. 

Q.—Who is doing Mr. McGilliv- 
ray’s work nowP A.—Mr. Harper is 
doing the work of Mr. McGillivray 
largely, and Mr. Lawless. 

Q.—I suppose it is being divided up 
a good deal? A.—yYes. They are all 
helping. 

Q.—Then you have charge of the 
corporate seal and the cheque book, 
and you issue cheques which are 
countersigned by the Secretary and 
the Treasurer for all claims upon the 
Court? A.—Yes. 


Q.—Then you have power, and it, 


is your duty to execute documents on 
behalf of the Supreme Court? A.— 
Yes. 

Q.—Then you have some duties in 
respect of the password, which I 
need not trouble you about, and you 
have power to grant dispensations; 
that is also in respect of what you 
may call the ritual side of your or- 
ganization? A.—Yes. All dispensa- 
tions require to be used in the Order 
must emanate from me. 

Q.—Then you have power to decide 
all questions. I will not get into the 
same difficulty I got into a _ little 
while ago by trying to put a construe” 
tion on that until I have heard from 
you. You have power to decide all 
questions, and your decisions may be 
promulgated in a final Order and be 
a binding decision until reversed by 
the Supreme Court. What range does 
that word ‘‘decision’’ cover in prac- 
tice? A.—A pretty wide range, but 
in practice it is really confined to 
questions of law arising from the 
construction of the sections of the sta- 
tute. Sometimes it is said they are 
not perspicuous, and sometimes there 
is room for difference of opinion as 
to the meaning of the section, and 
then it is laid before me, and I decide 
what the constitution means, and that 
becomes binding on all the members 
until the next session of the Supreme 
Court. 

Q.—That is not intended to extend, 
and does not in practice extend to 
your deciding questions of finance? A. 
—Oh no. 

Q.—Questions that come before the 
Executive Council with regard to in- 
vestments, and with regard to finan- 
cial policy? A.—No, I think it is 
about questions of law arising out of 
the constitution; at least the practice 
has been that, or suspensions of the 
members of the Order; if there is any 
dispute about the facts and there is 
a doubt as to the legal suspension of 
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the member, it is referred to me and J 
decide. That is a question of law. 

Q.—That seems to be the way you 
deal with that. It is not intended to 
set you above the Executive Council in 
any way in directing the _ general 
financial policy of the Order? A.—Oh 
no. They set themselves. above me 
sometimes. 

Q.—They are always wrong when 
they do that. You have power to 
call meetings of the Executive of your 
Own volition, or at the direction a 
majority of the members? A.—Yes. 


Q.—Then you appoint all Commit- 
tees? A.--That is in the Supreme 
Court. 

Q.—Required by the constitution 
and laws, except the appointment be 
otherwise ordered by vote of the Su 
preme Court? A.—Yes. 

Q.—That does not affect your busi- 
ness management? A.—wNo, it is 
just. to select the men who shall act 


on the committees when the Supreme 
Court is in session. 


Q.—The various Committees of the 
session? A.—Yes. 

Q.—Then you, can call special ses- 
sions of the Supreme Court or of the 
High Court, or of any Court or 
branch of the Supreme Court when- 
ever you deem it in the interests of 
the Order to do so? A.—Yes. 

Q.—is that a power that is ever 
exercised A.—i am not surg but 
what 1 exercised it once in the High 
Court of Michigan, when there was a 
movement to secede trom the> Order, 


and in order to deal with the matter 
quickly I think I called a special 
meeting of the High Court, at which 
I knocked out the secessions. 


Q.—At which you quenched the in- 
cipient fire? A.—Yes. 

Q.—In view of the wide powers 
vested in the Executive, you have 
never had occasion to call a meeting 
of the Supreme Court? A.—No. 


Q.—Important questions do arise 
and are decided by the Executive 
Council? A.—Yes. 


Q.-——Does it sometimes happen that 
the policy that the Executive is call- 
ed upon to pronounce may be a policy 
which may not meet the previously 
expressed views of the Supreme Court 
itself; in other words do the Execu- 
tive follow out the declared policy 
till the next meeting of the Supreme 
Court, or do they initiate policies? 
A.—They can initiate policies, but 
they certainly would follow out any 
policy indicated by the Supreme 
Court. 


Ind. Order of Foresters. 
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Q.—They would not undertake to 
reverse a declared policy of the Su- 
Bee Court apon any question? A. 
ae Oo, 

Q.—But they initiate—  A.—-No, 
let me see. I think I am wrong in 
that. The Supreme Court gave us 
authority to take the lapses and use 
them in the extension of the Order. 
That was at the Los Angeles session 
of 1902, and in my absence the Exe- 
cutive reversed that policy and de- 
clined to take the money. That is 
the only instance I know. 

Q.—When you came back, then 
what? A.—To tell you the truth I 


think I used the English language in 
connection with the matter. You 
know we Mohawks cannot swear ex- 
cept we know the English, and of 


course I had to assent. It is not very 
agreeable to be in disagreement with 
vour Executive. I had to assent to 
their policy, but I thought then and 
think still that it was a mistaken 
policy. But I carried it out. 

Q.—The Executive did not review 
its own action at your instance and 
restore the pre-existing state of 
things? A.—No, I never asked them 
to. 

Q.—You used the English language, 
but didn’t ask them to reverse their 
acts P A.—No, I think if we had 


carried out what the Supreme Court 
said we ought to do we would have 
had to-day twelve millions in the sur- 
plus. 

Q.—You would have had the sur- 
plus piled up and also the debt? A. 
—So you say, but I am willing to ac- 
cept the surplus. 
iteciPe. A—And let the Hebe ais 
care of itself. 

Q.—You have powers to suspend 
charters of the High Court, or sub- 
ordinate Courts? A.—For cause 


only. I think it is so stated. 

Q.—I do not think it says so, but 
I would assume that the constitution 
of the body would be so read as to 
permit you to do that without cause. 
Then you would be the Judge as to 
the cause? A.—Yes. 

Q.—Then you have power to sus- 
pend members, etc., to summon and 
try members ouilty of any offence, to 
suspend and expel and cenerally to 
administer the law? A.—Yes. 

Q.—Then the 12th is power with 
regard to banks; you have power to 
instruct the banks where your money 
is deposited not to allow any to be 
withdrawn except upon the cheque of 
yourself and Secretary and Treas- 
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urer? A.—That is simply to pro- 
tect the funds against any defajcation 
of the officer. 

Q.—Nobody signs cheques except 
those three officials? A.—In every 
case where defalcations have taken 
place in Orders, it has been where the 
arrangement was with one man only, 
the Treasurer could check off the 
funds of the Order. 


Q.—This means no more than that 
you communicate to the bank the con- 
tents of this Order which provides 
for the signing of cheques? A.— 
Certainly. That means that the bank 
will certainly obey a communication 
of that kind. If it did not it would 
not have our money there long. 


Q.—Then there is a power of dele- 
gation here which seems to me to be 
wide again, but I will put it to you 
first; you have power to delegate by 
written commission, revocable at 
pleasure, to any member of the Exe- 
cutive Council, or to your Assistants, 
or any of them, or to such other per- 
son or persons as you may appoint for 
the purpose so much power vested in 
you by the Constitution and laws as 
to you shall seem expedient? A.— 
Yes. . 

Q.—Would you agree that it is 
wide? A.—It is wide, but being 
subject to the exercise of it by my- 
self, the wideness of it is not danger- 
ous. 

Q.—From your standpoint? A.— 
You will see I am very conceited. 

Q.—I won’t say that? A.—-But I 
am not afraid of the section because 
of the wideness of the power. 

Q.—You feel that it is in your own 
hands? A.—Yes. And there are 
times when it is necessary I should 
delegate some special] power which I 
have to some of my colleagues to ex- 
ercise it. 

Q.—Instance some of them? <A.— 
For instance, to institute the High 
Court, it is necessary that I should 
be present. It is getting to be now 
that frequently I cannot be present 
at these Conventions, and then I dele- 
gate some of my colleagues the power 
to go and institute them. 


Q.—Have the instances in which 
you have delegated power been in- 
stances of that sort—instances rather 
with regard to organization and dis- 
cipline and management from the so- 
cial standpoint rather than instances 
of your delegating some of your 
powers for the convenience of the Or- 
der? A.—I suppose with reference 
to the passing of claims, when I am 
absent the claims cannot stand, and 
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therefore I delegate one of my assist- 
ants to examine the claims for me 
in my place, and pass them or reject 
them. 

Q.—Do you think of any other in- 
stance where moneys are affected? A. 
—Oh, there must be some other. 

Q.—We will not deal with it just 
now. Perhaps you have some other? 
A.—I will hunt up the instances. 

Q.—Then the acts of your delegates 
within the scope of the delegated 
power, until reversed or set aside by 
yourself, are to have the same force 
and effect as if you yourself had per- 
formed them? © A.—Quite so. 

Q.—Then there is a provision for 
someone taking your place if you are 
disabled by illness or other cause be- 
Bu? Supreme Court sessions? A.— 

es. 

Q.—He must be a resident of Can- 
ada, he must be the Executive officer 
next highest in rank, and he has to 
take temporary charge until your dis- 
ability passes by ? A.—Yes. 


(Adjourned till 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 
18th, 1906. 


Examination of Dr. Oronhyatekha 
continued : 


WITNESS: I forgot to ask you to 


be permitted to put in the minutes of 


the Supreme Court. 

MR. SHEPLEY: That is following 
the same line you were giving us this 
morning? A.—Yes. 

Q.—These minutes will be put in as 
a whole, so that we will just give the 
reference now, the session of the Su- 
preme Court, 1902, this is your annual 
report? A.—yYes. I deal more in de- 
tail with the subject. 

Q.—Commencing at page 3 of the 
report and then’ going through to 
page 33. That will be specially em- 
phasized in connection with what we 
were doing this morning, butin time 
the whole of the minutes will be in. 
Your normal field was Canada and the 
United States? A.—No, it never was 
intended from the first to confine it 
to them; we always had the idea we 
would extend. 

Q.—I would change the word nor- 
mal to the first field or earlier field 
of operation, it was Canada and the 
United States? A.—Yes. 

Q.—When did you first take steps 
towards extending and in what direc- 


~‘ 
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tion? A.—To extend the order to 
the United Kingdom? 

Q.—Yes? A.—In 1891. 

Q.—In 1891 this reference occurs in 
your report to the Supreme Court. I 
read the clause of your report which 
refers to that: ‘‘Since the last ses- 
sion of the Supreme Court we have 
instituted High Courts in Minnesota, 
New York, California, North Dakota, 
Tilinois and Missouri. We have also 
broken land in Oregon, Washington, 
Colorado, Montana, Arizona, Wis- 
consin, Pennsylvania and Kansas, and 
last, though not by any means the 
least we have planted the banner of 
the I.0.F. in Great Britain, where I 
hope in the near future to have High 
Courts rivalling in numbers and in in- 
fluence as well as zeal for our loved 
order our oldest and highest courts. 
Negotiations are also in progress now 
for the introduction of the order in 
New Zealand and Australia.’? When 
did you first actively take up with re- 
ference to this report the extension 
into Great Britain? A.—In 1890 or 
1891. 

Q.—What was your modus operandi, 
how did you start about it? A.—By 
the establishment of a subordinate 
court, I think it was in London, Eng- 
land, and the appointment of de- 
puties to carry on the work. 


Q.—That is to carry on the work of 
organization and _ extension? A.— 
Yes. 

Q.—Did you proceed then steadily 
or wag there any intermission in the 
progress of extending in Great Bri- 
tain? A.—It was a steady progress, 
but very slow at first. 

Q.—What was the state of your or- 
ganization or business in Great Bri- 
tain when it came to 1897? A.—We 
had made very fair progress. | 

Q.—You remember that in that year 
you made a visit there? A.—wWell, I 
cannot say that I remember it, but I 
visited Great Britain almost every 
year after the planting of the order 
there. I think in that year the High 
Court of Midland was _ organized, 
covering the Midland Counties. 

Q.—You had High Courts 
that? A.—Yes. 

Q.—What High Courts were in ex- 
istence before you went there in that 
year? A.—The High Court of Lon- 
don I think was in existence. 

Q.—Do you think of any other? A. 
—No,. I don’t think there was any 
other. 

Q.—The Midland High Court was 
the second High Court? A.—Yes, if 
I remember correctly. 


before 
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Q.—I find in the minutes of the 
23rd April, 1897, a minute which I 
shall have to ask you to read; I have 
a translation of it but I am not sure ; 
I am afraid it is in Mr. McGillivray’s 
writing and it is rather difficult to 
read: ‘‘Upon the request¢of Brother 
Marter, who is about to proceed to 
Europe with the Chief to engage in 
Forestic work there, Miss Jessie Bay- 
ly was ordered to the London office 
subject to recall by the Chief?” A. 
ae do not think that is Jessie Bay- 
a's 

Q.—Is there any other lady with a 
similar nameP A.—yYes, that igs the 
name. 


Q.—There was a young lady of that 
name? A.—Yes. 


Q.—Does that bring anything to 
your recollection at all with regard 
to the work of that year in Great Bri- 
tain? A.—It is just in connection 
with Marter’s name; I took over 
four or five organizing officers with 
Mr. Marter in order to push the work 
in the United Kingdom. 


Q.—What Mr. Marter is that? A. 
—The Mr. Marter. 


Q.—Mr. George F. Marter? 
F. Marter. 


Q.—Did he occupy an official posi- 
tion in the order at that date? A. 
—Just an organizing officer. 

Q.—And you took over a consider- 


able staff? A.—I took over_I think 
Mr. McNair, Mr. Williams, Mr. Gil- 
more, and Mr. Campbell. 

Q.—You were making apparently 
preparations for a vigorous attempt at 
extension? A.—Yes. These men had 
worked for me and under me, in Can- 
ada and the United States and under- 
stood the work well, and I sent them 
over in order to get the benefit of 
their experience as organizers in the 
work in connection with the United 
Kingdom. 


Q.—See if I am right about this; it 
seemed to me that at this period we 
reached a distinct phase of your Eng- 
lish extension, that you at that time 
were making more pronounced  ef- 
forts, making perhaps an epoch in 
your extension? A.—I do not think 
so; we were making efforts before, but 
I thought by taking these old and ex- 
perienced organizing officers they 
would be able to succeed better than 
the organizing officers I had, and 
they would teach the methods we ad- 
opted more effectively than by cor- 
respondence. 


A.—G. 
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Q.—How long were you there your- 
self that summer, do you remember? 
A.—Not very long. 

Q.—I see another resolution in 
August with regard to your expenses, 
so you apparently had got back in 
August, leaving in April or Le A. 
—_ Yes. 

Q.—Did you leave your organizers 
and organizing staff there? A.—Oh 
yes. 

Q.—How large a staff was there al- 
together? A. —The Canadians were 
Mr. Marter 

Q.—You have given the names? A. 
—Those are the Canadian - sections. 

Q.—But you had on the ground— 
A.—Yes, but I could not tell you off- 
hand how many deputies I had over 
there working. 

Q.—Could vou tell me approximately 
whether there were 100 or five? A.— 
There were probablv 8 or 10. 

Q.—So that vou had altogether en- 
gaged in pushino: forward the exten- 
sion of your Order in Great Britain 
that vear a staff of perhaps 15 or 16? 
A.—About that, . yes. 

Q.—Before going further with it I 
have the record here, I would like 
your assent to it if vou can give it, 
some figures with reference to your 
work in Great Britain and Ireland, 
commencing in 1896 and coming down 
to last year, and it has been arranged 
for me in this w ay: in the first place 
under the head of receipts we have 
mortuary receipts, sick and funeral 
receipts and general receipts. would 
those be recognizable-divisions? A.— 
Yes. 

Q.—I am going to ask your atten- 
tion to the ficures as I give them, if 
you can say you think they are ap- 
proximately correct that will do for 
my purpose. 

MR. HUNTER: That is a state- 


ment we gave you. 


MR. SHEPLEY: I think we com- 
piled it. - 

MR. HUNTER: No, I think that 
is exactly it. 

MR. SHEPLEY: Q.—For the year 
1896 your mortuary receipts were 
$45,000 odd? A.—Yes. 

Q.—For 1897 $52,000; 1898 $68,000; 
1899 $86,000; 1900 $94,000; 1901 
$106,000; 1902 $118,000; 1903 $127,- 
000; 1904 $129,000; 1905 $133,000, 
or a total of $964,619? A:+—Let me 
say if you got them from us they are 
absolutely correct, and I should say 
that these figures would be about 
correct. 

Q.—They sound 
the right jingle? 


right, they have 
A.— Yes. 
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MR. HUNTER: Yes, those are the 
figures. 

MR. SHEPLEY: Those were mor- 
tuary receipts in Great Britain and 
Ireland? A.—Yes. 

Q.—Your sick and funeral receipts 
were— I won’t give the constituents 
because they are small, but the total 
was $5,109 during those years? A. 
—Yes, very small, because we never 
pushed our sick benefit work over 
there. 

Q.—Your general receipts, apart 
from the 5 per cent. off the mortuary 
fund, which is taken separately—we 
may give the round figures again in 
these ‘respective years—$4,000, $6,000, 
$9.000, $11,000, $9,000, $11,000, $11,- 
000, $11,000, $11,000, $11,000 or a 
total of $98,867? A.—Yes. 

Q.—To which you add 5 per cent. 
off the mortuary fund which you are 
permitted to use for expenses, which 
is $48,230, making total on general 
receipts of $147,098, and after de- 
ducting the 5 per cent. from the mor- 


tuary receipts you have the revenue . 


on mortuary receipts of $916,388? A. 
Ves. 


Q.—We will take the other side of . 


the account under disbursements in 
these respective years; we have in 
1896 $11,000; in 1897 $14,000: 1898 
$37.000; 1899 $24.000; 1900 $34,000; 
1901 $51.000; 1902 $30,000; 1908 
$43,000; 1904 $54.000: 1905 $61,000; 
or a total of $364,000. Your sick 
and funeral disbursements were $1,- 
901, and your general disbursements 
were $371,237? A.—Do I understand 
that that $61,000 you mentioned, the 
last sum there, as disbursements of 
the general— A.—No, disbursements 
of the mortuary fund. 


Q.—I suppose those are correct; 
vou disbursed $364,000 for mortuary 


benefits; $1,901 for sick and funeral 
benefits, and $371,000 on general ac- 
counts? » Al==Yes, 


Q.—Do you think that the fieures 
in respect of mortuary disbursements 
here confirm your theory about the 
benefits of special medical selection ? 
A.—No. Those figures alone would 
not confirm that. 


Q.—Do you offer any observation 
with respect to this very large excess 
of your general disbursements, that 
means expenses of course over the 
moneys you had applicable for that 
purpose? A.—Simply because it was 
a missionary field and we were deal- 
ing with the field just as we have 
dealt with every other missionary 
field, take the contributions from 
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other sources and add to what we 
receive in the locality in order to 
carry on efficiently the work of the 
Order. . 

Q.—The occupation of a missionary 
field involves more or less danger 
from the cannibals among whom you 
are preaching? A.—Yes. 

Q.—And you expended not only the 
$147,000 which you had for that pur- 
pose but more to the tune altogether 
of $371,000? A.—Yes; we expended 
in the same way in the United States 
when first we were establishing the 
Order. The expenses were very much 
greater than the receipts and we used 
our Canadian surplus as a missionary 
fund to extend the work in the United 
States until we arrived at a time 
when they became _ self-supporting, 
and later on a _ contributor to our 
funds. 

Q.—That was rather a financial 
current out of Canada than into it? 
A.—Yes,. but then we expected the 
returns afterwards, and we are get- 
ting them now every day, and that is 
the experience of every insurance 
company of every business, when es- 
tablishing it in new territory the ex- 
penses are very much higher than the 
income, 

Q.—We have found it so in this 
Inquiry, your experience is not abnor- 
mal in that respect? A.—No. 


Q.—Of course your expense in con- 
nection with your extensions—and I 
am not confining it to Great Britain 
—generally has been largely in excess 
of all you have had available from 
that extension tax that was made on 
the Order? A.—I think so, in the 
foreign jurisdiction where we are es- 
tablishing the Order new it costs us 
a good deal more than the revenue 
we derived from— 


Q.—Then the following year, in 
1898, you were again sent to Europe 
to take steps to introduce the Order 
upon the Continent? A.—Yes, 

Q.—Under the date of January 
13th, 1898, I find this minute: ‘‘Re- 
solved that the Chief’’—that would 
be yourself? A.—yYes. 


Q.—‘‘Be requested to \proceed to 
Europe for a period not exceeding 
four months for the purpose of mak- 
ing the necessary inquiries and tak- 
ing the initial steps necessary to the 
introduction of the Order upon the 
Continent of Europe? A.—Yes. 

Q.—That of course was as distin- 
guished from the British Isles? A.— 
Yes. 

Q.—You do of course remember that 
visit? A.—Not specially. 
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Q.—What parts of the Continent 
did you go to? A.—You see the in- 
structions were to survey the field. 

Q.—To make the necessary inquiries 
for the initial steps? A.—And if 
necessary to take the initial steps for 
the introduction ‘of the Order, and 
I could not tell you what parts of the 
Continent I visited. 

Q.—Cannot you tell-me even appro- 
ximatelyP? A.—No, because on one 
occasion I went to France and Italy 
and Egypt. 

Q.—Egypt would not be on _ the 
Continent of Europe as I remember? 
A.—The resolution would include that. 

MR. KENT: If it did not I sup- 
pose it could be amended later so as 
to include it? A.—wWell, even if it 
was not recorded in the minutes my 
actions were always submitted to the 


' Executive and they always approved 


of my actions. 

Q.—What I gay is the minutes could 
be rectified? A.—Yes, to be made to 
include Egypt. 

MR. SHEPLEY: There is a good 
deal shorter cut to it than that, the 
doctor’s decision is final under the 
constitution, and if he decides this re- 
solution covers Egypt it does? A.— 
But I have not sufficient responsibil- 
ity; my powers did not include any- 
thing of that kind, it is a question of 
law it included. 

Q.—Do you recollect whether you 
did as a matter of fact establish any 
court that year on the Continent? A. 
—I do not think so. There was one 
time on my visit in Egypt I took steps 
to introduce the order there and it 
looked very hopeful, initiated one of 
the best lawyers in Cairo, and he was 
very enthusiastic about the order. 


Q.—Perhaps that ig only a tribute 
to your powers of persuasion? A.— 
And strongly advised me to take steps 
to introduce it, and that is the reason 
I initiated him before any laws were 
enacted against fraternal orders. 

Q.—I do not find any mortuary re- 
ceipts or disbursements during that 
year, so that you no doubt are quite 
correct that that year you were only 
viewing the landscape? A.—Yes. 

Q.—What more did you do than 
that in that year besides just travel 
over the ground; I want to find out 
what steps you took towards doing 
what the resolution required you to 
do, making enquiries? A.—I do not 
think I did anything. 

Q.—You did not even make enquir- 
ies? A.—Oh certainly, that is what I 


‘’ was sent for. 


2270 ROYAL COMMISSION ON 


68th day, September 18, 1906. 


Q.—I want to know what you did in 
the way of carrying out the resolu- 


tion? A.—In France I tried to find ° 


out the law with regard to the intro- 
duction of the order, as to what we 
would have to do precedent to organ- 
izing a subordinate court, and _ the 
same way in Egypt, and the same way 
in Italy, inquiring into the laws and 
as to the prospect if we introduced 
the order in these countries. 


Q.—To bring it to a conclusion, be- 
cause we do not want to take up too 
much time over that year, was the 
result of your inquiry satisfactory and 
encouraging or otherwise? A.—I 
thought so. 

Q.—You thought encouraging? A. 
—Yes. 

Q.—It may be useful just to note 
the precise date when you did com- 
mence operations in these countries. 
Scandanavia, that would be European 
of course? <A.—Yes. 

Q.—yYour first mortuary receipts 
there seem to have been in 1901, and 
then 1902 it commences and runs on 
to 1905; that would accord with your 
recollection? A.—Yes. 

Q.—Did you establish anything in 
Kgvypt? <A.—I told you 

O.-In the end? A._No: 

Q.—Nor in*Italy? A.—No. 

Q.—So far as the Continent was 
concerned you confined yourselves to 
A.—France, Belgium and Scan- 
divania. 

Q.—What do you include in Scan- 
dinavia? A.—Denmark and Norway. 

Q.—Sweden? A.—Sweden is inclu- 
ded in the operations, but we never 
took advantage of it, and actually in- 
troduce the order therein. We wanted 
to establish it strongly in Denmark 
and Norway before extending to 
Sweden. 


Q.—Your first receipts in France 
Belgium seems to have been in 1900, 
that is you were on a footing doing 
insurance business in 1900? A.—Yes. 

Q.—It is fair to say that in res- 
pect of France and Belgium the 
figures bear out vour theory about 
the effect of medical selection, be- 
cause you had not, although you were 
doing business in 1900, any mortuary 
disbursements to make until 1903? 
A.—No. 

Q.—If I understand you correctly 
you viewed the field in 1898, establish- 
ed no courts, and in the end when 
courts were established so far as the 
Continent was concerned you confined 
yourself to Scandinavia, France and 
Belgium? A.—Yes, and I think we 
would have succeeded very well in 
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France but unfortunately. I think 
the year after we established our 
courts there the Government repealed 
the law under which we were acting 
owing to some difficulties with local 
organizations, just withdrew’ the 
power. . 


Q.—That was fatal of course? A. 
—Well, for our organization, we could 
have got a license out as a regular 
insurance company but I did not lke 
that. 

Q.—That is something against which 
you have always set your face, that is 
putting yourselves upon the footing of 
an ordinary insurance company? A. 
—yYes, because the moment we would 
consent to be so regarded in one 
country here igs the whole of the 
United States that we might be shut 
out unless we expended large sums to 
get licenses. 

Q.--In fact in Canada too? As— 
Yes. 

Q.—That perhaps points the ques- 
tion I asked you to-day as based upon 
an improbability, the question as to 
what would happen if your organiza- 
tion became illegal? A.—Yes. I of 
course appreciated the importance of 
the question but I am always disposed 
to shake hands with the devil when I 
meet him, and when we get adverse 
legislation or when it is introduced— 

Q.—You got it in France? A.—Yes, 
but if any attempt of that kind is 
made in Canada or the United States 
where we are strong we would fight it 
first, and if we were defeated then 
we would take steps to do something 
else to get around it. 


Q.—So far as the minutes show mat- 
ters with regard to foreign extension 
were stationary till a year from the 
following September, that would be 
September, 1899; does that accord 
with your recollection? A.—yYes, I 
think so. 

Q.—And in September, 1899 this 
took place—first, though. not to pass 
over anything—what took place at 
your meeting of the Supreme Court in 
1898 upon the subject; do you re- 
member that the subject was discussed 
—this is what you say—I am reading 
from the report of the Chief Ranger 
at the meeting of the Supreme Court 
of 1898, and I am reading from the 
first page of it—it is appvendix A to 
the minutes: ‘‘In Europe as in Am- 
erica we are advancing a pace through 
the indefatigable efforts of our Euro- 
pean manager Brother James Mar- 
shall. We have crossed the German 
Ocean and planted the order on the 
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Continent of Europe by the organiz- 
ing of a sufficient number of sub- 
ordinate courts to justify the insti- 
tution of the first continental High 
Court, which notable event took 
place at Christiana, Norway, 7th 
July last’’—that would be 7th July, 
1898? A.—Yes. 

Q—So that there were established 
sufficient courts in Norway to make 
a High Court? A.—Quite so. They 
were established by Captain Reynolds, 
one of my deputies. 

Q.—That I think is, so far as I can 
recall, the sole reference in the min- 
utes to this matter? A.—Yes. 

Q.—You do not know of any other? 
Ai—No. 

Q.—If there is any other it will be 
on record as the whole minutes will be 
in. On September Ist, 1898 in the 
Executive minutes I find this minute: 
“Resolved that the S.R.C. be instruct- 
ed to take what steps he may think 
necessary to open up the work of the 
Order in Australia, New Zealand, Van 
Dieman’s Land, South Africa, India 
and islands and countries contiguous 
thereto’’—you remember that resolu- 
tion of course? A.---Yes. 

Q.—What did you do in consequence 
of that resolution? A.—I went to 
India and‘established a very excel- 
lent subordinate court in Calcutta 
composed of natives I. think exclu- 
sively, and of a very high class. One 
of the members was a member of the 
Governor-General’s Council which is 
a very high position in India. An- 
other was a Rajah, and I think about 
20 were lawyers. 

Q.—Lawyers are always alive to 
anything that is new? A.—Yes, high- 
class. Then I went to Australia and 
planted the order in Victoria, the 
State of Victoria. 

Q.—What place? A.—Melbourne, 
and got a license in South Australia, 
Adelaide would be the capital. — 

Q.—Were they called Provinces 
then? A.—No, States. I objected 
very much to them calling them States 
but they did not seem to pay any at- 
tention to me, and I did not do it my- 
self, but I sent Mr. Marshall who ac- 
companied me, the General Manager 
of Great Britain, to Sydney, New 
South Wales, and_ established the 
Order there. ; 

Q.—That was an island contingent 
thereto? A.—Yes. 

Q.—It is not mentioned here but 
it is part of Australia? A.—Yes, and 
then through him also the Order was 
established in Queensland, that is 
away up north, the northern States. 


Ind. Order of Foresters. 
(Dr. Oronhyatekha, Ex’d.) 


Q.—Was that all done that year 
during that visit of yours, or did it 
take a year or two to have that 
work done? A.—It took me a year 
or two. I left Mr. Marshall there and 
he established— 

Q.—Running through 1900, perhaps 
pad into 1901? A.—I should not won- 

er. 

Q.—That accounts for Australia, 
India and we have not heard any- 
thing about New Zealand? A.—No, 
I did not establish the order in New 
Zealand, I had not time to go there. 

Mead Van Dieman’s Land? A. 
—No. 

Q.—Nor South Africa? A.—No. 
Those are fields that are yet open to 
conquer. 

Q.—Fields that are yet open to con- 
quer when you get your forces ready 
to march on them again? A.—When 
the opportunity comes. 

Q.—I will just follow that down ; 
on the 2nd October, 1899, I find this 
minute: ‘‘The §,C.R was authorised 
to take with him a letter of credit 
for £25,000 when starting for Austra- 
lia for the purpose of making a de- 
posit or deposits with the Govern- 
mental authorities in Australia or 
elsewhere he may open up the work 
of the Order and for payment of the 
necessary expenses in connection 
therewith; and the S.C.R. was in- 
structed to take with him hig Private 
Secretary.’’ Those are the minutes 
relating to itP A.—My journey to 
India and Australia. 

Q.—And a further minute which I 
had omitted to notice before: ‘‘The 
S.C.R. was authorized to prescribe 
what rates he deems necessary in any 
new territory which may be opened 
up to Forestry hereafter?’? A.—Yes. 

Q.—What was the occasion of that? 
A.—The authority was vested if I 
remember correctly in the Executive 
to prescribe these rates in any new 
country to which we might extend our 
work, and the Executive passed that 
vesting the power in myself to estab- 
hsh those rates, and I did so in India. 
I established a rate equal to our ex- 
trahazardous rates for India. 

Q.—You hardly I think, caught the 
purport of the question: I wanted to 
get at this; what was the reason for 
authorizing you to make a difference 
in the rates? A.—Because if we es- 
tablish our Order in a country where 
it was supposed to be unhealthy we 
exact higher rates from our members. 
If our members go to the southern 
States, at least it used to be so, I 
think it is removed now, we used to 
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ask them to pay extra rates because 
the country was supposed to be un- 
healthy. So also in going to Alaska 
where the conditions of life were not 
conducive to health, we thought, we 
established a special rate for Alaska. 
That was the reason. 

Q.—Was it the purpose in whole or 
in part to endeavor to make each field 
that you occupy self-supporting, had 
that anything to do with it? A.—wNo, 
of course we expect every field in 
which we institute courts in the end 
to become self-supporting. 

Q.—In the same sense you expect 
each policy to carry itself? A.—But 
the object was to realize the taxation. 

Q.—That is to make those who are 
living under different conditions— A. 
Under unhealthy conditions pay 
more. ; 

Q.—Pay accordingly? A.—Yes. 

Q.—What means did you take at 
arriving at the rates that should be 
charged? A.—I looked into the rates 
charged by the English companies in 
India and arranged our rates accord- 
ingly, adding a percentage to them so 
as to be quite sure that we would get 
enough revenue to pay our business 
there. It was with the thought that 
it was very much easier to lower rates 
than to raise them afterwards. 

Q.—As I understood you you did 
not at all adopt the English rates for 
India? A.—No. 

Q.—But you accommodated your 
usual rate to that? A.—Yes. 

Q.—By making such an addition to 
your usual rate as would represent a 
corresponding increase in it, your ori- 
ginal rate in other words was lower 
than the original English rates? A.— 
Yes. 

Q.—And you added enough to your 
lower rate to correspond— A.—Not 
to correspond. 

Q.—But to answer the same office? 
A.—I looked at the rate charged by 
the English companies, and then es- 
timated what would be a fair addition 
to our rates in accordance with those 
rates. 

Q.—You adjusted your rate hay- 
ing regard to the fact that the British 
rate for that country was greater 
than the domestic rate? A.—Exactly. 

Q.—Then following the _ business 
down I suppose you carried that let- 
ter of credit for £25,000, you took it 
away with you? A.—yYes. We had 
no idea what would be necessary, what 
we would be called upon to deposit 
in the various countries in which we 
would open our work, and they want- 
ed to give me enough to cover all 
contingencies. 
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Q.—Then we have been furnished 
with this as an account of the expen- 
diture of the £25,000, and I want to 
get rid of that and get that with the 
general history, but as the £25,000 
was mentioned in that minute I want 
to deal with it now. The first expen- 
diture I see is India £4,931.10. 

MR. HUNTER: That was deposit- 
ed there. 

MR. SHEPLEY: If you will just 
glance at this, the first item is 
£4,931.10, what is that? Mr. Hunt- 
er ‘tells me it was a deposit that was 
madeP A.—Not all of it. 

MR. HUNTER: Yes. 


WITNESS: Well, I am _ advised 
that that is for deposit, and I have 
no doubt it is correct. 


MR. HUNTER: We showed Mr. 
Cross the particulars of that. 

MR. SHEPLEY: Mr. Cross tells 
me that is right. Then what was 
the nature of that deposit, do you 
recallP A.—It was .a deposit with 
the bank, two banks if I remember 
correctly, the Bank of India and 
the Commercial Bank cf India, to be 
used for the payment of any expenses 
that might arise in connection with 
the work. 

Q.—It was not in the nature of a 
Government deposit? A.—No. 

Q.—It was a deposit made in two 
banks, as you remember? A.—For 
the work of the Order. 

Q.—To whose credit was the credit 
madeP A.—The Supreme Court. 

Q.—Who had authority to draw 
against it? A.—Just myself, the 
three who are authorized to cheque 
out the money, myself, the Secretary 
and the Treasurer. 

Q.—That money would be paid out 
upon the regular cheques of the Su- 
preme Court Executive? A.—Yes. 

Q.—That was for the purpose of 
meeting expenses that arose? A.— 
Yes, and death claims. 

Qua see Victoria, for license, 
£5,000.8.2? A.—Yes. 

Q.—Do you recall that? A.—Yes. 

Q.—Was that a iGovernment de- 
posit? A.—Yes, 

Q.—You were required to deposit 
£5,000 with the Government of that 
State for the purpose of doing busi- 
nessP A.—Yes; and I think we add- 
ed to that afterwards £2 ,000 more. I 
hardly recollect why, but I remember 
the fact that we did. 

Q.—Then the next item is Victoria, 
for deposit £2,020.3.3—what is that? 
A.—That is just what I referred to 
just now. 


iy 
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Q.—No, Victoria for license £5,0U0? 
A.—The other was a deposit for the 
same purpose with the Government. 

Q.—That is £2,000 extraPA.—Yes. 

Q.—So that you have deposited al- 


. together with the Government of Vic- 


toria (£7,020.11.5 PAY eg 1 think 
the £2, 000 was added on aie advice 
of our ‘counsellor, Sir George Turner, 
that it would look well. We were 
having a desperate fight over there 
with the old line companies and he 
thought it would look well if we had 
it to spare to deposit £2,000 more 
than the Government actually requir- 
ed, and I did it. 

Q.—That was the Government de- 
posit in Victoria? A.—Yes. 

Q.—The next is South Australia 
for license $5,000? A.—Yes. 

Q.—That was a Government de- 
posit? A.—yYes. 

Q.—Then the Supreme Court ac- 
count, Melbourne, £1,000? A.—That 
is £1,000, a balance I left in the bank 
for working expenses. 

Q.—Was that subject to the regular 
cheques of the Court too? A.—No, 
that would be subject to the Man- 
ager. 

Q.—Subject to the chequing of the 
Manager? <A.—Yes. 

Q.—Who was the Manager? A. 
—Mr. Marshall. 

Q.—Was he to stay in charge in 
Australia, or was he expecting to go 
back to England? A.—No, just tem- 
porarily. Mr. McNair aftcrwards 
succeeded Mr. Marshall as Manager. 

Q.—Then the next is Supreme 
Court account, Melbourne, £152.17.3; 
that looks like what you had left 
when you were coming away? A.— 
It must be in addition to the other 
amounts, 

Q.—That is a total of £18,104.18.8? 
A.—Yes. 

Q.—And have those Government de- 
posits been, withdrawn since or any 
part of them? A.—No; we cannot 
withdraw them while we are doing 
business there. 


Q.—What has happened, if any- 
thing, to the first item, £4,931.10 in 
India? A.—That has ‘been with- 
drawn; on my recent visit I closed 
up the work there. 

Q.—When you say your * recent 
visit, what year? A.—lLast year. 

Q.—You closed up the work there 
and withdrew the funds? A.—Yes. 

Q.—And the funds were brought 
back here I suppose? A.—Yes. 

Q.—Of course that did not exhaust 
the whole £25,000 for which the let- 
ter of credit called, and the next item 
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I see is £4,142.11.10, organizing work 


as per vouchers? A.—Yes. 

Q.—Whose disbursing was that? A. 
—Partly mine, partly Mr. Marshall 
and partly Mr. McNair. 

Q.—There were hotel expenses, 
yourself and secretary and Mr. Mar- 
shall, travelling expenses, railway 
tickets, India, France, Germany, Bel- 
gium, Australia, self, Secretary and 
Marshall. Goods for Temple as per 
vouchers, that would be parapherna- 
lia? A.—Hardly that, it was curios 
from those countries to decorate our 
Temple Building, the reception room 
for instance. 

Q.—Decorations you say? A.— 
Yes. 

Q.—Melbourne office, as per vouch- 
ers, that would be disbursements 
made by the Manager at Melbourne? 
A.—Mr. Marshall and Mr. McNair. 


Q.—Then we have another item, de- 
corations for Temple, in addition to 
the goods for Temple—this struck me 
as rather a singular thing, decorations 
for Temple bought from peddlars? A. 
—Yes, you can get in foreign coun- 
tries for a quarter of what you have 
to pay in the stores if you buy them 
from peddlars. 

Q —Where would that be? A.— 
All over the country. 

Q.—You are speaking of India? A. 
—India and Australia, everywhere. 


Q.—Both places? A.—Yes, Cey- 
lon, Italy, everywhere I went I picked 
up little curios for decorating our 
room in the Temple Building. Our 
rooms in the Temple Building used to 
be show rooms and served as an ad- 
vertisement for the Order. 

Q.—Then I see you paid your 
French license out of this too, £25? 
A.—Very likely. 

Q.—The total comes to £25,032.4.2, 
leaving a balance due to Dr. O. of 
£32.4.2; that is you spent that much 
more or deposited or left behind you 
that much more than— A.—Than 


my letter of credit amounted to. 

Q. —How long did Mr. Marshall re- 
main in.charge? A.—I think about 
a year or more. 

Q.—Who succeeded him? A.—Mr. 
McNair, at Victoria, and I ink it 
was Mr. Turnbull at Sydney when 


.Mr. Marshall finally left Australia. 


Q.—Do these expenditure here in- 
elude all the expenditures that were 
made by Mr. Marshall while he was 
there? A.—I think they do. 

Q.—Do they include expenditures 
made after he went away by those 


2274 ; 


68th day, September 18, 1906. 


who succeeded him, Mr. McNair and 
Mr. Turnbull? A.—These? 

Q.—YesP A.—No. 

Q.—yYou can draw the line at his 
leaving? A.—Yes. He went with 
me and I left him there immediately 
in charge, and I should imagine, al- 
though I do not speak it as a matter 
of fact, that there would have been 
a balance placed to his credit from 
which he chequed out his expenses. 

Q.—And you would probably find 
in the vouchers for the organizing 
of the Order £4,142, Marshall’s dis- 
bursements in respect of organiza- 
tionP A.—Very likely, I could not 
tell you that. 


Q.—Mr. Cross tells me that im- 
mediately money started going from 
London to these fields in addition to 
the moneys you had taken; do you 
know how that is? A.—Except that 
the expenditures which became very 
high in Australia were very much 
larger than the money that I had 
left, and of course we would have to 
pay them out of our other funds. 


Q.—And eventually of course that 
all came out of the Supreme Court? 
A.—Yes. 

Q.—Then when did Dr. Montague go 
to that field? A.—I think about a 
year afterwards or perhaps more af- 
terwards. 

Q.—That is a year or more after 
you left or after Mr. Marshall left? 
A.—After I left. 

Q.—That is he would have gone 
there about the time that Marshall 
left? A.—Very soon afterwards. 


Q.—In what capacity did he go? 
A.—Inspector-General; I had received 
word that the management was being 
very extravagantly carried on, and 
the results were yery little, and I sent 
him out to inquire into these things. 


Q.—What position did he occupy 
here before he went, in the Order? 
A.—I think he occupied no position. 

Q.—Then he was a special appoin- 
tee for this particular work? A.— 
Yes. 

Q.—Sent out to stop extravagance? 
A.—-Exactly, and get life into the 
work. We were spending a large 
sum of money and getting very little 
results and I could not understand 
it, because when I was there there 
was a movement towards the Order 
which was very gratifying, and I ex- 
pected very large results. I may 
have had Dr. Montague in the Head 
Office as editor of the ‘‘Forester’’ be- 
fore going to Australia. I would not 
be surprised if I had. 


148a 


ROYAL COMMISSION ON 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters. 
(Dr. Oronhyatekha, Ex’d.) 


Q.—He was your appointee? A.—- 
Yes. 


Q.—Not the appointee-of the Hxe- 
cutive Council? A.—No. 


Q.—No reference, I think I am 
speaking correctly when I say, is 
made to his appointment anywhere 
in the Executive minutes? A.—No. 


Q.—What, having regard to the 
nature of the work that was required 
there, special qualifications did you 
suppose him to have? A.—In the 
first place he was a Privy Councillor. 

Q.—What do you mean by Privy 
Councillor? A.—What ~~ everybody 
means. 


Q.—No, you do not mean what I 
mean? A.—I mean as a member of 
the Cabinet, he had been a member 
of the Cabinet. 


Q.—He had been a member of the 
Cabinet of this country? A.—Yes, 
and had been created a Privy Coun- 
cillor. He had been a member of 
the Cabinet and he could speak pretty 
well, 


Q.—A good talker? A.—Yes, and 
IT thought if I sent some man of that 
standing and character he would be 
able to get into the class that I got 
first, men of standing in the common- 
wealth in the State, and if we got. 
them the others followed much more 
easily. 

Q.—Was he a missionary sent to 
Australia alone or did his mission in- 
clude India? A.—No, just Australia. 


Q.—He had not up to that time 
been taking any part in your organ- 
ization or extension work? A.—I 
think I placed him in charge when he 
came as editor, there was not enough 
work for him as editor, and I think 
I placed him in charge of the organi- 
izing officers, or rather in charge over 
the organizing officers in this coun- 
try and in the United States in which 
T had direct control working under 
me and with me in the office. 

Q.—That is you put in a position 
of control over your organization 
staff a gentleman who had not been 
familiar with its work of organiza- 
tion at all up to that time? A.—Oh 
yes. 

Q.—And you did that because of 
the qualities you thought you observ- 
ed in him? A.—Yes,and part of his 
work as organizing officer would be 
holding public meetings. 

Q.—He had been addressing pub- 
lic meetings in the interest of the 
Order? A.—Yes, in the interest of 
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the Order. I think he had done that 
before I sent him to Australia. 


Q.—Is it possible, without too much 
trouble, to find out the date of his 
appointment and when he went? A. 
—No trouble at all. I can give you 
that to-morrow morning. 


Q.—That you think would be about 
a year after you came back, that 
would probably bring it about the 
year 1901?  A.—Yes, either a year 
or a year and a half after I got back. 


Q.—Following this down in its or- 
der and again uttering a protest 
against this handwriting: ‘Resolved 
that the Supreme Court Ranger be 
appointed and is hereby appointed to 
execute the engagement to be entered 
into with the administration ef regis- 
tration for the payment of taxes and 
of stamps’’—I cannot make out the 
rest, are you familiar with the hand- 
writing of Mr. McGillivray? <A.— 
No, I never attempted to read it. 


_ Q.—Perhaps we can shorten it by 
just reading the @yst line and the 
last: ‘‘Resolved that the Supreme 
Court Ranger be appointed to do 
generally whatever is necessary in 
France’’— A.—The resolution sounds 
quite familiar. 


Q.—What was the engagement re- 
gerred to here, the engagement to pe 
entered into in France? A.—In 
France; somebody had to agree to pay 
all the fines and other things to which 
our Order might be submitted, I 
mean the payment of the Government 
fees or any fines that might be levied 
upon the Order, somebody had to 
agree to pay those. 


Q.—That ig the Government of 
France had to have some bondsmen 
or sureties so to speak for the pay- 
ment of taxes, for the payment of 
fines, for the payment of stamps, for 
the payment of registration fees and 
so on? A.—Yes. 


Q.—And this was the resolution in- 
tended to authorize you to execute 
an engagment of that character, you 
of course to be indemnified by the 
Order? A.—Yes. I think it went a 
little further than that, to enter in- 
to an agreement with some institu- 
tion over there which would be ac- 
cepted by the Government, and if I 
remember correctly I entered into an 
agreement with the credit Lyonnaise 
to guarantee these things, and I on 
behalf of the order executed the bond 
to indemrify the Credit lLyonnaise 
for any payment they might make; 
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that is my recollection of that resolu- 
tion. 


Q.—How was it you did not get 
along in France without the Govern- 
ment having had such security as 
that prior to 1901? A.—We could not 
do business without that. 


Q.—You were hampered in your 
operations? A.—We could not do any 
business, we could not begin until 
that was executed. 


Q.—So far as the minutes disclose 
I do not find anything else with re- 
gard to your foreign field—when I 
speak of foreign field I mean over sea 
—till 19th December, 1904; does 
that agree with your general recol- 
lection? A.—It would just depend 
on what it is. 


Q.—That is a matter of just pass- 
ing inerest, but I want to ask you 
about it, because it may bear on the 
conduct of your Australian business’; 
I see gn the date I have mentioned 
this minute: ‘In the matter of the 
petition of the High Court of Vic- 
toria to be allowed to grant sick bene- 
fits within the jurisdiction of their 
own High Court the supreme secretary 
was requested to communicate with 
the said High Court through Brother 
Roberts, Melbourne, Australia, re- 
questing that their whole plan in de- 
tail be submitted before being dealt 
with by the executive?’ A.—Yes. 


Q.—Do you remember that subject? 
A.—Yes. 

Q.—What was it? A.—We do not 
allow, at least the Act does not allow 
any branch of the order like the High 
Courts to give benefits. 

Q.—Of any. kind? A.—Yes. Our 
constitution does not allow High 
Courts to give any benefits of that 
kind. 

Q.—The Supreme Court is the sole 
body which can issue certificates en- 
titling people to money? A.—Yes, 
but on account of our anxiety to get 
along in Australia we asked that 
question, submit your plans in full, 
and then we will consider it. 

Q.—It will be considered and we 
will see what we can do about it? A. 
—Yes. 

Q.—What came of that afterwards? 
A.—Nothing; I do not think we ever 
got their plan; it was a sort of chim- 
era. 

Q.—That of course would have been 
quite an innovation into your consti- 
tution? A.—A very great innovation. 
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Q.—On the 19th June, 1905, which 
would be about the time you would ex- 
pect to hear from them, this minute 
occurs: ‘‘The application of the High 
Court of Victoria, Australia’’—that is 
the same? A.—Yes. 


Q.—‘‘For permission to furnish 
their members with sick benefits was 
refused because of its being contrary 
to the laws of the order? A.—Yes. I 
do not remember that it was brought 
up again. 

Q.—Did that action of yours give 
rise to dissatisfaction. among’ the 
order in Victoria? A.—None what- 
ever. 

Q.—Did it put a damper upon the 
operations of your Order there? A. 
—I do not think so; it might have 
put a damper upon two or three of 
the ambitious officers who were want- 
ing to handle moneys, but we never 
heard a whisper about any dissatis- 
faction in the membership. 


Q.—You did not hear anything like 
this, that in order to compete with 
other friendly societies upon favor- 
able terms it was necessary they 
should offer sick benefits? A.—Sure, 
they might have said that though 
we did not believe it. 


Q.—You believe that the sick bene- 
fits which the Supreme Court con- 
ferred would be a sufficiently satis- 
factory feature to bear you out in 
competition? Yes; of course the only 
difference ig in that distant jurisdic- 
tion it would take a little longer to 
pay the man who had been ill his 
benefits, that is the only thing in it. 

Q.—Would be dissatisfaction among 
the two or three officials perhaps—? 
A.—I do not say there was; I say 
there might have been. 

Q.—That would perhaps have a ten- 
dency to make them indifferent in 
their work? A.—I do not think so. 


Q.—You do not attribute to any 
exte.ic your subsequent withdrawal 
from Australia to thatP A.—No, no, 
in fact the last High Chief Ranger 
was a most enthusiastic Forester. 


Q.—Before the coming of the last 
minute which is made let us just re- 
turn very briefly, as we did in the 
case of Great Britain, to the results 
of your foreign extensions, and let 
us take first the continental  exten- 
sion, European extension, Scandin- 
avia, that as you have told us was 
Denmark and Norway? A.—Yes. 


Q.—Your mortuary receipts were 
as follows: In 190 $196.05; 1902 
$1,275; 1903 $5,323; 1904 $5,762; 
1905 $6,458. Your sick and fun- 
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eral receipts altogether during the 
same period of years amounted to 
$217.37. Your general _ receipts 
amounted to $1,225.64, to which must 
be added five per cent. of the mor- 
tuary receipts, of $950.50, making a 
total on general account of receipts 
$2,176.14. Taking the five per cent. 
off the mortuary receipts you get the 
net mortuary receipts of $18,060.06. 
Then your disbursements are as _ fol- 
lows: mortuary disbursements 1899, 
$2,000; 1902 $1,459; 1904 $1,949; 
1905 $1, 478 or a total of mortuary dis- 
bursements in Scandinavia of $6,- 


887.56. There was no account of 
funeral disbursements at all? A.— 
No. 

Q.—Your general disbursements 


were $811 in 1898; $1,367 in 1899; 
$4,117 in 1900; $10,400 in 1901; $22,- 
567 in 1902; $21,622 in 1903; $14,147 
in 1904; $12,709 in 1905, or a total 
of general disbursements of $87,744.- 
28; is it too strong to say with re- 
gard to the operations in Scandinavia 
that they were .as far as they went 
disastrous, is that too strong? A.— 
Yes. 

Q.—Why? A.—These are you 
might say a totally different country 
from the English speaking and they 
had to be educated, and by 1905 we 
were just entering the jopening af 
prosperity, the accession of new mem- 
bers had increased from ‘thirty or 
forty or fifty to over a hundred a 
month in the last month. 


Q.—You are speaking of Scandin- 
aviaP A.—Yes, and we were just be- 
ginning to reap the fruit of the plant- 
ing of the order in there, and I am 
satisfied that in the course of only a 
few years we would have been deriv- 
ing very large revenues from the 
Scandinavia work. 

Q.—Pardon me for a moment while 
J draw your attention to this fact, 
that there was no marked increase in 
your mortuary receipts during the 
three years, 1903-4-5? A.—But I told 
you in 1905 began the increase of 
membership, and the increase of mor- 
tuary receipts would not show appre- 
ciably until 1905 and afterwards. 

Q.—Until after 1905 practically, be- 
cause it does not show to any marked 
extent during 1905? A.—No, you 
must bear in mind that it is a very 
expensive thing to establish an Order 
in a new country. 

Q.—As a result you have expend- 
ed $95,000 to get $20,000 of receipts? 
A.—Yes, every insurancé company 
does, when opening new fields, spend 
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a large amount in order to plant its 
institution and get future returns. 

Q.—Let us take India and see the 
showing for India where you, had all 
the lawyers; that perhaps was not as 
good a feature as you thought? A. 
—Those lawyers stuck to the Order. 
They know a good thing when they 
see it, as a rule. 


Q.—Your mortuary receipts were: 


In 1900 $8.09 
. 1901 $1,414.00 
1902 1,928.00 
1903 2,870.00 
1904 2,732.00 
1905 3,317.00, 


or a total of $12,271.00, from which de- 
ducting 5 per cent. for the general 
fund, or $613.55, you have a net re- 
sidue of mortuary receipts amounting 
to $11,658.16? A.—Yes. 

Q.—Then your general _ receipts 
were: 


For 1900 .25¢c. 
1901 $912.00 
1902 504.00 
1903 151.00 
1904 124.00 
1905 156.00 


or a total of $12,271.00, from which de- 
adding the 5 per cent. for the mortu- 
ary fund gives a grand total of, gen- 
eral account, $2,463.02, your mortu- 
ary disbursements were— 


In 1904 $964.00, 
1905 999.00 


And your general disbursements, com- 
mencing with 1900, and apparently 
running the last two years, 1904 and 
1905, together as one, are as follows: 


1900 $3,272.00 
1901 4,722.00 
1902 8,314.00 
1903 2,644.00 
1905-5 4,269.00 


That is about $29,000 expended to 
get $14,000. Let me call attention 
to another feature in respect to this. 
Your general disbursements were fall- 
ing off? A.—yYes sir. 

Q.—Is that a significant circum- 
stance in connection with the India 
business? A.—That is quite a long 
time ago, two or three years ago. 

Q.—1903-4 and 5? <A.—The Exe- 
cutive had made up their mind not 
to push the work in India. 

Q.—The significance of that is that 
that work was not being pushed in 
India? A.—Yes. 
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Q.—And I suppose you were guided 
in your judgment as to that by your 
belief in the desirability of pushing 
the work? <A.—Just that it was ex- 
pensive, and the desire to get it in 
our income, that the work of these 
foreign jurisdictions has been cut off 
in order to bring down the expendi- 
ture. I still think that India is one 
of the best fields for the Order. 


Q.—Just let us take what you have 
said for a moment, because that sug- 
gests some other rather serious reflec- 
tions. You were refraining from 
pushing the work in a good field be- 
cause of two things; your desire to 
keep within your income, and what 
was the other? A.—The determina- 
tion of the Executive to cut off the 
work in these foreign jurisdictions. 


Q.—That determination came this 
year. Iam coming to that in 'a mo- 
ment? A.—No, no, these things are 
discussed among us maybe two or 
three years before anything is done. 


MR. HUNTER: I think it will be 
found in the minutes. 


MR. SHEPLEY: I have not seen 
anything in the minutes about cut- 
ting off this field. 


WITNESS: That is only a recent 
matter, ; 


MR. SHEPLEY: Mr. Hunter 
thought there was something in the 
minutes about cutting off the foreign 
fields before this year. 


WITNESS: I do not think so. 

Q.—I think you are quite right; 
that there is no reference in the min- 
utes with regard to that until this 
year? A.—I do not know that any 
official action was taken until this 
year but it had been discussed and 
practically agreed to. 


MR. SHEPLEY: I do not see any- 
thing to the contrary of that, because 
that is not upon the minutes. I have 
not found it. Then with regard to 
France and Belgium we will see the 
condition of things there? A.—Yes. 

MR. SHEPLEY: The weather is so 
oppressive, and the doctor is not 
strong physically; therefore it is de- 
sirable in the interests of the Inquiry 
that he should not be pressed so as 
to make him feel uncomfortable dur- 
ing the giving of his testimony, and 
I think perhaps it would be fair to 
adjourn ‘now. 

JUDGE MacTAVISH: I think that 
is reasonable. 


(The Commission then adjourned to — 
10.30 a.m. to-morrow.) 
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Examination of DR. ORONHYA- 
TEKHA continued: 


MR. SHEPLEY: We were just 
about to touch upon the business done 
in France and Belgium when we ad- 
journed last night. If you will give 
your attention to these figures and 
you are able to assent to them I shall 
be glad. The first mortuary receipts 
for France and Belgium are in 1900; 
the first sick and funeral benefits in 
the same year, and the first general 
receipts in that year. Then they run 
without intermission in each branch 
down to 1905 inclusive, and they are 
as follows: Mortuary $2338, $773, $1,- 
646, $1,749, $1,621, $1,207, making a 
total of $7,230. If 5 per cent. for 
the general fund is taken off that 
leaves $6,869 as the net result of the 
mortuary receipts. Then the sick 
and funeral benefits are small in 
amount. I shall not give the de- 
tails of them; the total amount is 
$182. The general receipts are also 
small in amount, the total being $389, 
to which add 5 per cent. from the 
mortuary fund, $361, and you have 
a total of $750. The disbursements 
for France and Belgium are as fol- 
lows: 1903 mortuary $1,218; 1905 
mortuary $244. Then sick and fun- 
eral benefits in the last two years 
1904 and 1905 $174.74. -Then the dis- 
bursements in respect of general ac- 
counts commence in 1900 and run 
down to 1905 and they are as follows: 
$12,775, $6,802, $5,244, $1,265, $293 
and $171, or a total of $26,553. That 
means that so far as these figures 
show your disbursements in respect 
of France and Belgium exceed your 
receipts by about $20,000 or there- 
‘aboutg? A.—The expenditures in 
France included our expenditures in 
connection with the Exposition, wholly 
separate from ordinary operations of 
the Order. 

Q.—You are speaking now of the 
expenses which are very large in 1900? 
A.—Yes. 

Q.—-$12;775P  A.—Yes. 

Q.—What have you in mind when 
you speak of your expenses in con- 
nection with the Exposition? A.— 
The salary of the man in charge. 

Q.—Were you exhibiting anything? 
A.—Oh yes. 

Q.—What were you exhibiting? A. 
—Our uniforms, our millinery as you 
call it, and the work of the Order, 
the literature, so as to lay the foun- 
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dation for the general work of the 
Order in France, 

Q.—You were generally during the 
Exposition beating the Forestic 
drum? A.—That is right. 

Q.—I notice that apart from the 
Exposition year there is a rapid fall- 
ing off in the general disbursements, 
disbursements on general account, is 
there any significance in that? A.— 
Following the action of the Execu- 
tive I fancy, the resolution of the 
Executive, to reduce foreign expendi- 
ture. 

Q.—That is the matter of which we 
spoke yesterday in connection with 
one of the foreign fields? A.—Yes, 
I think you will find in all the for- 
eign fields the same showing, decrease 
in the expenditure. 

Q.—Lastly, so far as the foreign 
fields are concerned we come to Aus- 
tralia where there was a suspicion of 
extravagance, on account of which 
Dr. Montague was sent out? A.— 
Yes. 

Q.—Your receipts there commence 
in 1900 and your disbursements in 
1900 and your mortuary receipts are 
as follows: 1900 $1,621; 1901 $13,353; 
1902 $22,006; 1903 $32,706; 1904 $29,- 
608; 1905 $28,538.25. Your general 
receipts were as follows: $528.57, 
$2,176, $2,329, $2,657, $2,108, $1,- 
824. The total mortuary is $127,834. 
5 per cent. of that to go to the gen- 
eral fund is $6,391, leaving a _ net 
amount upon mortuary receipts of 
$121,442, and a total including the 
5 per cent. of the mortuary to aug- 
ment the general fund of $17,927. 
Before passing to the disbursements 
I ask you whether the same obser- 
vation you have made with regard 
to the other fields applies to Aus- 
tralia, were you curtailing there dur- 
ing the last three years? A.=—In 
Australia, yes. 

Q.—Your receipts reached their 
highest in 1903P A.—Yes. 

Q.—And after that they fell away? .- 
A.—Yes. 

Q.—You were not pressing the work 
there? A.—No; there were other 
circumstances that occurred in Aus- 
tralia that checked the work there. 

Q.—Can you tell us what they 
were? A.—The chief one is the Mon- 
tague incident. 

Q.—You are referring now to the 
Commission that was appointed there 
for the purpose of making inquiry 
into certain matters? A.—Yes. 

_ Q.—I do not know that this is not 
Just as good a time as any other to 
have what you have to say with re- 
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gard to that? A.—I understood, or 
rather I knew because Montague in- 
formed me of it himself, that he had 
subscribed £50 for the party repre- 
sented by Sir Alexander Peacock. Of 
course I do not know whether they 
were Conservatives or Liberals, but 
they were the Government Party, and 
he had made this subscription to 
acknowledge in a measure Sir Alex- 
ander’s kindness and consideration 
for Dr. Montague, which very largely 
helped our work by giving him intro- 
ductions to prominent men in Aus- 
tralia, and having him invited to any 
State functions that occurred while 
he was there. When I arrived in 
Australia Montague straightway told 
me of the subscription. 

Q.—That would be your’ second 
visit to AustraliaP A.—Yes. 

Q.—What year was that in, when 
did you go out to Australia the sec- 
ond time? A.—I think about 1902 
but we will get the exact date some- 
where. I informed the doctor that 
that could not be allowed out. of the 
funds of the Order, and he replied at 
once ‘‘I never intended to charge that 
against the Order, but to pay it out 
of my own funds,’’ and he explained 
why, because of the personal kindness 
' to him of the Premier. 

Q.—Tell me _ before | proceeding 
further whether you understood that 
the Premier or members of his party 
had interested themselves in a Govy- 
ernmental way on behalf of the 
. Order? A.—Oh no, I do not say that. 

Q.—Was the Government being 
asked or was Parliament there being 
asked to do anything for the Order? 
A.—Parliament was being asked—no, 
a Commission had been asked for to 
inquire into the J.0.F. 

Q.—A Commission had been asked 
for by whom? A.—A member of Par- 
liament. | 

Q.—In whose interests? A.—Pure- 
ly in the old line companies’ interest, 
it would not be anybody else’s. 

Q.—You assumed that? A.—Yes. 

Q.—You assumed the inquiry made 
in Parliament’ was being prosecuted 
on behalf of the old line companies? 
A.— Yes. 

Q.—And a member of Parliament 
had asked for a Royal Commission ? 
A.—Yes, and Sir Alexander from his 
seat in the House refused to give the 
Commission and gave reasons for 
such refusal being that after inquiries 
made by the Government in Canada 
and the United States I think, and 
Great Britain, they were satisfied 
that the Order was all right and re- 
fused the Commission. 
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Q.—Was this refusal of the Commis- 
sion by the Premier in the House 
before or after the subscription? A. 
—I think the subscription came after, 
I would not be sure about that. 

Q.—You are giving me the account 
as you got it from Dr. Montague? 
A.—yYes, I understand so. 

Q.—Just go onP A.—That was 
all. 

Q.—That was all there was about 
it? A.—Yes., 

Q.—Then there was 4 Royal Com- 
mission? A.—Afterwards, some time 
after that, and I think that was 
largely due to the agitation carried 
on by a discharged employee of ours. 

Q.—You say you think that was 
largely due to agitation carried on 
by a discharged employee, who was 
the discharged employee? A.—Re- 
verend Mr. McNair. 

Q.—That was the gentleman you 
spoke of yesterday as having succeed- 
ed Mr. Marshall? A.—Yes. 

Q.—How did he come to be dis- 
charged? A.—I was not satisfied 
with his management. 

Q.—In what respect? A.—Well, in 
one respect he was too extravagant. 

Q.—Advertised too much? A.—No, 
Marshall was responsible for the ex- 
cessive ,advertisements, but when I 
returned I found that Mr. McNair 
had added three or four rooms to the 
offices to that which I had provided 
and which I thought were ample to 
conduct our business, and he had an 
army of clerks and an army of organ- 
izing officers, and we were getting 
very little results. 

Q.—It was rapidly becoming an 
imperium in imperio? A.—Yes, that 
we won’t stand from anybody. Sep- 
tember, 1901, I went to Australia the 
second time. 

Q.—Do you know a paper in Aus- 
tralia known as the ‘‘Australian In- 
aa gs and Banking Record?’ A.— 

es, 

Q.—Is that paper of good tone, 
satisfactory tone, or is it under the 
thumb of the old line companies? A. 
—I do not like to say it, but my pri- 
vate opinion igs that nearly all the 
Australian papers would accept a 
quid pro quo for their articles on in- 
surance matters. There are one or 
two exceptions. 

Q.—I suppose the Royal Commis- 
sion that was appointed was a sub- 
ject of public importance and public 
interest in Australia? A.—Surely. 

Q.—And no donbt a legitimate sub- 
ject of discussion in the press? A.— 
Sure. 
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Q.—Have you familiarized yourself 
with any of the literature? A.—No, 
the Order was not concerned in the 
Royal Commission; what I mean is 
that the Royal Commission did not 
notify us of its appointment or of the 
date of inquiry, nor did it ask for 
any papers nor books, just left us out 
entirely, and of course I took no 
steps to involve the Order in the in- 
quiry. 

Q.—This was what was published 
after the Commission had been ap- 
pointed and before it had reported. 
I read this because I want to see how 
far your information tallies with what 
we have in this article. The heading 
of the article is ‘‘Allegation of Brib- 
ery the I.0.F.,” that would identify 
the subject matter in your mind of 
course? A.—yYes. 

Q.—“‘It has been known for some 
time past that since the Independent 
Order of Foresters,’ etc. (reads down 
to the words ‘‘Melbourne’’)—that 
would be McNair? A.—Yes. 

Q.—‘‘Reports of some queer do- 
ing,’’ etc. (reads down to the words 
“‘reference to them’’)—that is not an 
unfair way of dealing with the rumor? 
A.—No. 

Q.—‘‘But it was not a surprise to 
some,’ etc, (reads down to the words 
‘“‘Premier of the State’’)—that is not 
exactly in line, it is a little more 
elaborate than what you have told 
me this morning? A.—Exactly in 
line with what I have just stated. 

Q.—But it is more elaborate? A. 
—Yes. 

Q.—Did you hear from Dr. Mon- 
tague that there had been an offer 
to a candidate in the first instance 
and that then the offer had been re- 
newed through the Premier? A.— 
No, I got that after the Commission 
was appointed; he simply told me of 
the payment of a subscription to the 
party funds. 

Q.—In connection with the _ ex- 
cae of a particular candidate? A. 
—No. 

Pare did not understand that? 

Q.—But it was the party of which 
your Alexander Peacock was the ruler f 
A.—Yes. 

Q.—And it was in power at the 
timeP A.—Yes, 

Q.—‘‘The facts are not in dispute, 
they have been freely admitted,’ etc. 
(reads to the words ‘‘Mr. George 
Mitchell’’)—did you hear of him? A. 


—No. 
Q.—M.L.A.,’’ that is a member 
o the Legislative Assembly? A.— 
es. 
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Q.—‘‘Made a_ statement. in the. 


House,’”’ etc. (reads down to the 
words ‘‘from my own knowledge’’)? 
A.—I know nothing about that. 

Q.—Dr. Montague did not tell you 
about that? A.—wNo. 

Q.—“‘Dr. Montague offered him 
£50,”’ etc. (reads to the words ‘‘he re- 
fused to accept the money’’)—that is 
not the way you heard it? A.—No. 

Q.—(Continues reading to the 
words ‘“‘had nothing to say’’); do you 
make any comment on that at all from 
your recollection of what you were 
told? A.—Except to say that it is 
not an uncommon practice ‘among* 
politicians, as I understand it, to help 
each other in their contests even in 
this country, and it is just from the 
point of view as to whether it is so 
awfully improper to do such a thing. 
I think when a certain practice be- 
comes very general that perhaps the 
blackness of it is reduced a bit. 

Q.—‘‘When seen too oft, familiar 

with her face, 
We first endure, then pity, 
then embrace.”’ 
You do not advance that of course? 
A.—No, I am not a poiitician. 

Q.—The article proceeds: ‘“‘It is 
only just to wait for Dr. Montague’s 
version before forming a judgment,’’ 
etc. (Reads to the words ‘‘Parlia- 
mentary purposes’’)—you appreciate 
that? A.—Yes. I do not think there 
would have been a word said if it had 
been understood from the first that 
it was a private subscription. I think 
the whole thing arose from trying to 
injure the Order through this inci- 
dent. 

Q.—What you think is that the 
incident, perhaps you will agree with 
me, was unfortunate in itself? A.— 
Exceedingly. 

Q.—Was made a handle of by those 
opposed to the Order? A.—Yes. I 
remember saying to Dr. Montague 
when he first told me of the payment 
of the subscription that the Order 
would not re-pay him for that, and 
as I said, he immediately said, ‘‘No, 
I did not intend it,’’ and then I ad- 
vised him not to talk about it, not 
to tell anybody about it, because of 
the apprehension that it might be 
sought to use it against him. 

Q.—The money had of course been 
paid out of the I. O. F. funds? A.— 
No, sir. 

Q.—Dr. Montague was furnished 
with the money to take over there, 
was not he? A.—Quite so, but any 
payments he made on his own per- 
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sonal accounts, aithough paid out of 
the funds, he would have to re-pay. 

Q.—What I meant was so far as 
you are aware the only moneys he 
had out of which to make payments 
at all would be the funds of the Or- 
der? A.—No, we were paying him 
his salary right along. 

Q.—While he was in Australia? A. 
—Yes. 

Q.—Then he had a fund to account 
for, and if the fund were found to 
be charged with a personal payment. 
that would be disallowed? A.—Cer- 
tainiy. 

_Q.—And do you say that in this par- 
ticular instance the Foresters’ funds 
had never borne any part of that £50? 
A.—No, sir. 

Q.—You assure me that the funds 
of the I. O. F. have not paid any 
of that?’ Ac—Not a cent of the 1. 
O. F,. funds have been paid on ac- 
count of this £50 either directly or 
indirectly. 

Q.—’’The Government has appoint- 
ed Mr. Justice Hood as a Royal Com- 
mission’ (reads to the words ‘‘it is 
not wanted here’’)? A.—Now I can 
tell you the character of the paper, 
that this article was written entirely 
in the interests of the old line com- 
panies. 

Q.—You mean that the mind that 
composed the article was a mind tinc- 
tured with old line ideas? A.—I do 
not know what its ideas may be, but 
I have no doubt it received money for 
that very article. 

Q.—You have no doubt money was 
paid for that article? A.—The con- 
cluding paragraph wili lead any fair 
man to say that the writer was not a 


. fair and unprejudiced writer. 


Q.—It would lead any person to 
suppose that the writer did not ap- 
prove of the insurance methods of the 
Foresters? A.—What right had he 
to assume that these were the insur- 
ance methods of the I. O. F. when 
he had not a tittle of evidenre to 
show, and as a matter of fact the 
J. O. F, was not concerned in it at 
all. 

Q.—You say the slip he makes, if 
he makes any slip, is in speaking of 
your system as an assessment system? 
A.—That would not matter so much 
because we have stood for that a 
quarter of a century. 

Q.—‘‘Where the assessment system 
as its working becomes better} under- 


stood will never become popular’’— 


that does not describe your’ system 
properly according to your viewP A. 
—No. 
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MR. HUNTER: What the doctor . 
is referring to igs the methods of the 
TOG 

MR. SHEPLEY: Just read _ that 
clause yourself: ‘‘Some time must 
elapse before the Royal Commission 
can report,’’ etc. (reads down to the 
words ‘‘the best thing the I. O. F. 
can do is to immediately afterwards 
fold; up» its tents’)? A.—That is to 
say whether we are guilty or not we 
had better fold up our tents and get 
away. 

Q.—Because your system being an 
assessment system was faulty? A.— 
Yes, and not wanted in Australia. 

Q.—I think you quite concur with 
what I should have supposed was the 
construction of that clause? A.—I 
think I do, that is, the intention of 
the article was to begin the work of 
running us out of the state. « 

Q.—It was at all events to condemn 
the assessment system and to condemn 
you, because you had an assessment 
system, as they seem to have sup- 
posed? A.—Put it that way. 

Q.—It may have been misrepresen- 
tation purposely, but it may have been 
otherwise; however, that is ‘not very 
material, is 1+? A.—The editors in 
Australia understand insurance pretty 
well and understood us, and what they 
wrote could ngt be put in the plane 
of not understanding our system. 

Q.—Would you necessarily require 
every person who understood your 
system to approve of it? A.—Oh no. 

Q.—Many a man in good faith dis- 
approves of your system? A.—Surely ; 
but the very man who understands 
to-day the system of insurance as car- 
ried on by these fraternal societies 
ought to approve of the I.0O.F. 

Q.—The next document that I offer 
I do not want to have it understood 
that this is also from the insurance 
paper that published the other, is con- 
tained in a letter which is signed I’. 
W.—that, I suppose; does not convey 
any identity to your mind? It is 
called ‘‘Our Australian Letter,’’ and 
ig published in the ‘‘Monetary Times’’ 
you knew the ‘‘Monetary Times?”’’ 
—I have heard of it, it is one of the 
journals that has been predicting the 
death of the I.0O.F. every five or seven 
years. 

Q.—It is one of the scoffers? A.— 
Yes. ry 

Q.—The letter deals among other 
things with the Royal Commission and 
reads as follows: ‘‘The Royal Com- 
mission appointed to investigate the 
bribery charge,’’ etc. (reads to the 
words ‘‘than any one else’). That 


69th day, September 19, 1906. 


looks as though the Royal Commis- 
sion there was supposed to be hush- 
ing up things—that may have been a 
mistake? A.—It is the conclusion of 
the ‘‘Monetary Times.’’ 

Q.—Or its correspondents? A.—It 
may be taken for what it is worth. 


Q.—‘‘A document turned up which 
required that he should be called,” 
etc. (Reads down to the words ‘‘un- 
der his skin yet’’)—I suppose Dr. 
Montague did not tell you anything 
of that? Ae—No. 

Q.—‘‘The Counsel for the Govern- 
ment prosecuting the Inquiry did not 
make a speech,’ etc. (Reads to the 
words ‘‘Counsel representing Dr. 
Montague did’’)—you were repre- 
sented by counsel? A.—I think as 
a matter of fact we were, and it was 
done by some of my assistants with- 
out: consulting me first, otherwise I 
should have maintained the position 
that the I.0.F. had nothing to do 
with it, had not been summoned, and 
we were not going to push ourselves 
into the matter, but when counsel 
was appointed I of course upheld it. 

Q.—Did you appoint Australian 
counsel? A.—Yes. 

Q.—Who selected? A.—I do not 
remember. 

Q.—That wotld be selected by Dr. 
Montague? A.—TI fancy it would be 
by Mr. McGillivray. 

Q.—The statement is that Dr. 
Montague was also represented by 
counsel? A.—Oh yes. 

Q.—He of course was directly con- 
cerned? A.—He is the one _ that 
should have been represented by 
counsel. 

Q.—Dr. Montague himself did not 
go, he was not there? A.—No. 

Q@.—He did not offer his testi- 
mony at all in disproof of any alle- 
gations that were made? A.—No; I 
fos he sent an affidavit answering 
ne 

Q.—But he did not go to Austra- 
lia? A.—No. 

Q.—Was the question of whether 
he should go or not discussed _be- 
tween you and was it owing to your 
advice he stayed away? A.—No 
sir. 

Q.—How did he come to stay away, 
or do you know? A.—It costs some- 
thing to go there. 

Q.—A.man’s character is worth 
something presumbly? A.—yYes, but 
then the point of view that I sought 
to impress on him was that it could 
not possibly amount to anything, the 
charge that he had given a subscrip- 
tion to a party in Australia, a thing 
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I dare say he does every year in this 
country. 

Q.—But not in Australia every 
year? A.—wNo. 


Q.—You do not of course doubt 
this, do you, that whatever is clear 
it is clear that Dr. Montague in 
making that subscription was intend- 
ing to benefit the Foresters? A.—I 
have no doubt that that was his ul- 
terior object. 

Q.—His direct object? 
put it so. 

Q.—He must have been indifferent 
to the politics of the country? A. 
—Yes. 

Q.—He must have been personally 
indifferent to the politics of the 
country? A.—No, as a matter of 
fact Sir Alexander Peacock had paid 
great attention to him, personal 
kindnesses. 

Q.—But this was not according to 
the facts as they are stated here, if 
they are facts, this was not for the 
benefit of Sir Alexander Peacock 
but for the benefit of Mr. Mitchell? 
A.—The subscription? 

Q.—Yes? A.—Oh well, the appli- 
cation of the money is another mat- 
ter, but what I am trying to explain 
is Montague’s object in giving the 
subscription. 

Q.—Then we go on with the ar- 
ticle: ‘‘There was no speech by the 
counsel for the government prosecut- 
ing the inquiry, but there were 
speeches by counsel for the Fores- 
ters, for Sir Alexander and for Dr. 
Montague.” ‘‘The finding of the 
Judge is all the more severe from the 
moderation displayed,’ etc. (Reads 
to the words ‘“‘Dr. W. H. Montague’’ 
—do you object to that as a state- 
ment of the finding that was made? 
A.—Most decidedly I do. 

Q.—Did the Judge find these things P 
A.—Yes; he had not a tittle of evi- 
dence to show that the Foresters were 
connected with the Montague pay- 
ment to Sir Alexander except that 
he was our agent. 


Q.—Except he was the general ac- 
oe agent of the Foresters? A. 
SY on: 

Q.—He was so far as the Order 
was concerned at the head of affairs 
there in Australia? A.—Yes. 

Q.—Do you combat this at all that 
he was then desirous, as agent of the 
Foresters, of having a commission ap- 
pointed for the purpose of giving the 
Foresters a foothold in Australia, in 
Victoria? A.—No, I do not think so; 


A.—Yed, 
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we had a foothold in every State at 
that time. 

Q.—You have told me that a com- 
mission was being applied for? A.— 
Applied for to inquire into the bona 
fides of the I.0.F. and the Premier 
replied ‘‘I have made inquiries and I 
find they are all right and therefore 
a Commission is not necessary, and 
I refuse it.’’ 


Q.—You do not remember whether 
it was prior to that or afterwards 
that the money was paid? A.—I do 
not. 

Q.—Of course if it was prior to that 
it is not unfair to suggest or to think 
until it is explained, that probably 
the money had the purpose of bring- 
ing that result about? A.—Yes. 

Q.—The Foresters did not want the 
Commission? A.—No. 

Q.—The Foresters were pleased with 
the action of the Premier? A,—Cer- 
tainly ; we did not care a snap whether 
the Commission was appointed; we 
knew we could make out our case be- 
fore any Commission that might have 
been appointed out there. 

Q.—There is a statement which I 
should like to have some explanation 
about: ‘‘This last finding which was 
unexpected was due to the extraor- 
dinary affidavits put in by the officers 
of the society,’’ etc. (Reads to the 
words ‘‘society’s treasurer’’)—what 
extraordinary affidavits are there re- 
ferred to? A.—TI do not know. 

Q.—What affidavits were sent over? 
A.—I could not tell you. 

Q.—Who will know about that be- 
sides Dr. Montague? A.—Montague 
would know probably; I could find 
out for you perhaps. 

Q.—That could be found out? A. 
—I fancy so. 


Q.—Can copies of the affidavits be 
furnished us or drafts? A.—That I 
do not know. 


Q.—You will have inquiries made 
as to that? A.—Yes. 


Q.—I want to have all the material 
or copies of all the material that was 
sent over on behalf of the Foresters 
oF on behalf of Dr. Montague? A.— 

es. 


Q.—Then I suppose that between 
the office of the Order here and the 
office of the Order in Australia there 
were letters written about this Com- 
mission from time to time, there was 
correspondence upon the subject? A. 
—I do not think so. 


Q.—There must have beenP A.— 
No; the manager over there had noth- 
ing to do with the matter; none of 
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us had anything to do with it as 
officers of the Order. 

Q.—Apparently Counsel was -re- 
tained, counsel appeared purporting 
to represent the Foresters—that would 
not have been done without corres- 
pondence? A.—It may be. 

Q.—Will you ascertain how that isP 
A.—Yes. 

Q.—And if there is any corres- 
pondence please let me have that also? 
A.—Surely. 

Q.—After the Commission had com- 
pleted its labors and reported did you 
get a copy of the report and a copy 
of the evidence? A.—I would not 
say elther yes or no; I knew of course 
from the newspaper reports of the 
finding of the court, what it was. 

Q.—Will you ascertain whether you 
have that? A.—Yes. 

Q.—A copy of the report and a 
copy of the evidence? A.—Yes, I 
should imagine that the officer in 
Australia would send me a copy, but 
it may have been just a newspaper 
clipping. 

Q.—It would be more likely you 
would get everything that bore upon 
the subject, it was a matter that af- 
fected you or might affect you very 
decidedly? A.—Yes, but I say our 
understanding was we had nothing to 
do with it. 

Q.—And any correspondence upon 
the subject, both before and after 
a Commission made its report? A. 
—Yes. 

Q.—Between anybody here and any- 
body in ‘Australia? A.—Yes. if 
understand you mean anybody con- 
nected with the Foresters—the head 
officers here and the officers in Aus- 
tralia? 

Q.—That would seém to be wide 
enough I think. Just for the purpose 
of having all the light you can upon 
the subject, you recognize this as 
the contract between the Order and 
Dr. Montague covering his services 
in Australia? A.—yYes. 

Q.—This is a contract made in 
duplicate 9th February, 1901, between 
the Order of the first part and the 
Honorable W. H. Montague, M.D., 
of the second part: ‘‘Whereas the 
Supreme Chief Ranger of the Supreme 
Court of the Independent Order of 
Foresters hath by virtue of the con- 
stitution and laws of the said Order 
authority to employ.’’ (Reads.) That 
is, he was appointed your deputy? 
A.—Yes. ° 

Q.—That is the agreement under 
which Dr. Montague was sent out? 
A=Yes: (Exhibit 450.) 
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(Extracts from ‘‘Economist’’ and 
‘“‘Monetary Times’ respecting the 
Montague incidents in Australia, Kx- 
hibit 449.) 

Q.—This is the agreement? A.— 
] think that agreement was made at 
a time when there was no thought of 
sending out Montague. What I want 
to say is that my impression is that 
that is a general agreement made 
with Montague when he entered our 
service, because yesterday you asked 
me whether he had served us before 
he went to Australia. Here he is 
appointed as organizing officer, and 
when things were going wrong in 
Australia in reference to organizing 
it would be natural that I should send 
a prominent and able man among my 
organizing officers, to go out there. 

Q.—Then I am afraid I have not 
got it right yet about the dates. Mr. 
Harper tells us that it was—I have 
forgotten the month, but in 1901 you 
made your second visit— 


MR. HARPER: September, 1901. 

MR. SHEPLEY: Q.—That you 
made your second visit to Australia? 
A.—Yes. 

Q.—On the occasion of that second 
visit when you went to Australia you 
found Dr. Montague in charge there, 
and he had been in charge? A.— 
Yes. 

Q.—Had he only been in charge— 
A.—Just a few months. 

Q.—It could not have been very 
long after February, because this is 
in Nebruary— )A:—No, 

Q.—In February that he went to 
AustraliaP A.—yYes. You may be 
right, but this agreement was for 
Australia specifically, but it struck 
me when you read the agreement that 
it was the first agreement I made 
with Mr. Montague to enter our ser- 
vice as an organizing officer chiefly. 

Q.—We can fix the date in this 
way; that a letter was addressed to 
him—the letter of itself is not of im- 
portance—a letter was addressed to 
him from Parr’s Bank on the 8th of 
March, addressed to him in Collins 
Street, Melbourne, so that at that 
time he must have been in Melbourne. 
That is a letter which enclosed the 
draft for 1,000 pounds. Then he 
must have departed from here im- 
mediately after that agreement was 
made, and probably that agreement 
was made with, that in view? A.—TIf 
that is the case it must have been 
made with that in view. - 

Q.—Then you _ supplemented the 
agreement with what perhaps you will 
pardon me if I call it a Royal Com- 
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mission—signed by the King? A.— 
That is a good name. 

Q.—And this is the document, ‘‘To 
all whom it may concern: Now know 
ye that I Oronhyatekha, M.D., J.P., 
Supreme Chief Ranger and General 
Manager’’—(Reads document, Exhi- 
bit 451.) A.—Then it is quite true 
that February, 1901, was about the 
date of Dr. Montague’s departure for 
Australia. 


Q.—Well that authority was pretty 
wide, and if that authority were pro- 
duced before the Royal Commission 
in Australia, it was not very much 
out of the way to hold, he was repre- 
senting the Order in the things he 
did? A.—There was no denying the 
fact that Montague represented us 
in Australia; nobody ever denied 
that, but we do deny responsibility 
for any act that he did outside of his 
powers as our appointee. If he had 
stolen sheep out there in Australia 
surely we could not be held respon- 
sible for that act, and if he did any 
other illegal act such as corrupting, 
buying the Premier for 50 pounds, we 
could not, it seems to me, be fairly 
held responsible for that illegal act, 
and we took every step from the mo- 
ment it came to my ears to dissociate 
the Order from that act. 


Q.—Now then we will go on with 
the Australian letter. “The effects 
of the scandal have been serious. Sir 
Alexander Peacock has resigned his 
position.’? The Government had ap- 
parently changed in the meantime, or 
there would not have been any Com- 
mission? A.—I hardly think there 
would. 


Q.—That sounds practicable? A. 
—I think so. 

Q.—‘The work here of the Inde- 
pendent Order of Foresters, Dr. 
Oronhyatekha’s organization, has been 
paralyzed, if it has not been destroy- 
ed.’? Do you offer any comment on 
that? It was a serious blow? A.— 
It was affected for a time. 

Q.—‘‘Canada has got a worse name 
over the affair than would appear to 
be reasonable to a Canadian.” That 
is a pity too? A.—Canada was not 
involved in it. Its name was no 
more affected by this matter than 
vours was—I mean as a matter of fact 
among the people. 

Q.—You remember that Chicago got 
a bad name not very long ago in con- 
nection with an industry of Chicago? 
A.—I do not think the city was in- 
volved in the matter at all. The 
packers were. 


om 
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Q.—And all those who were inter- 
ested in that industry in the United 
States wereP A.—In the hog in- 
dustry. 

Q.—And also in CanadaP A.—Yes. 
You mean the industry got a black 
eye all over the United States? 

Q:—Yes? A.—But the country 
was not involved in it. 

Q.—‘‘The Foresters have become 
known as a Canadian organization.’’ 
(Reads down to the words ‘‘Closely 
connected with its working.’’) Do 
you offer any comment about that? 
A.—Except that it was a very pro- 
per representation to advance the 
interests of the Order. ll these 
things point to one thing—advance 
the interests of the Order by every 
lawful and legitimate means in your 
power. 

Q.—Taking these specific names 
that are mentioned here— A.—The 
names were well known. 


Q.—Are any of them not only mem- 
bers of the Order, but closely con- 
nected with its working? A.—The 
Honorable Mr. Laurier I think has a 
policy of our Order, and is Director 
for the I.0.F., in the Union Trust 
Company, representing the I.0.F. 


Q.—And is Mr. Foster a policyhold- 
er? A.—He is I think a Hohe neTae 
er for a small amount. 

MR. UNTER: Mr. Foster says 
TTS ) 

"NESS: Well, he is a member 
of the Order. ar 

MR. SHEPLEY: Well, he could 
not be unless he was a policyholder? 
A.—Well, an honorary member. 

Q.—Is there any close connection 
between any of these gentlemen and 
the Order except through the Union 
Trust Company—that is Mr. Ross 
and Mr. Foster? A.—No. Neither 
of them have any connection at all 
except as members of the Order. 

Q.—‘‘The organization, if thig be 
true, should take steps to clear it- 
self of being guilty of the crime 
which Mr. Hood has fixed upon it’’ 
—(Reads down to the words ‘and 
move more quickly.’’) A.—You see 
the trend of the article. If the I.0O. 
F. does so and so then so and so re- 
sults. 

Q.—If the Royal Commission has 
found a fact you are not surprised 
that the public accept that as a 
found fact? A.—We never denied 


the fact—Mr. Montague never denied 


the fact that he paid 50 pounds. 

Q.—You denied that the society of 
Foresters was responsible? A.—Cer- 
tainly. 
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Q.—But there is a finding of the 
Royal Commission that you were re- 
sponsible? A.—They said so, but if 
you would examine the evidence, I 
think you would agree with me there 
is not a tittle of evidence connecting 
the Order with the transaction ex- 
cept that Dr. Montague was at the 
time in our employ. 

Q.—You are speaking with a good 
deal of confidence with regard to it. 
I would judge that you have gone 
into the matter with some care to 
see whether the evidence justified the 
report? A.—Because I know the 
facts. 


Q.—Have you seen what the evi- 
dence was upon which the _ Royal 
Commission proceeded? A.—I think 
I read the evidence in the newspa- 
pers which were sent me. I do not 
think there is any claim that the 
evidence established the connection. 

Q.—Except there was the finding? 
A.—Except ag I say that Dr. Mon- 
tague was our emnloyee. The ver- 
dict of the Judge which you read a 
moment ago says that nractically. 

Q.—What it says is this: ‘‘He al- 
so declares the Society of Foresters 
to be guilty of corruption and _ re- 
sponsible for the action of its agent 
W. HH. Montague?” A.—Exactly 
what I say. 

Q.—You dissent from that? A.— 
Yes, wholly. The Order was not in 
any way involved, either before or 
after the fact. 

Q.—Then I think you have _ told 
me what your view is about the ‘‘Kcon- 
omist?’? A.—Yes. 

MR. HUNTER: That is the other 
‘‘Hconomist.”’ 

MR. SHEPLEY: Q.—Do you 
know the other ‘‘Economist, the Can- 
adian Economist??? A.—Yes. 
—Q.—Well what you have said about 
the ‘‘London Journal’? apply to that, 
or do you approve of the ‘Toronto 
Economist??? A.—Well the article I 
fancy that you have there—my re- 
marks would apply to it even in 
stronger terms than the ‘‘London 
Economist.”’ 

Q.—This is what appeared in the 
‘‘Reonomist,’’ of August, 1905; that is 
a little over a year ago. The article 
ig signed Australasian and_ reads: 
“The report of Mr. Justice Hood 
has been printed and in circulation 
for some time’’—(Reads down to the 
words ‘‘simply leaves things as *they 
were before.’’) A.—That is in the 
Parliament of Victoria? 


‘Q.—Yes? A.—Yes. 
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Q.—(Reads down to the words ‘A 
few Australians whom Oronhyatekha 
hypnotized.’’) That says the Gover- 
nment is not pressing the inquiry 
for fear it will find out more? A.— 
Yes, that sometime does occurs 

Q.—That sometimes occurs in the 
best regulated societies? A.—Yes. 

Q.—The statement was true enough 
that your funds were going over 
there, and largely in excess of any- 
thing you were receiving? A.—Yes. 

Q.—And it probably is not a very 
wild prophesy to say it will not re- 
cover lin ‘Australia? A.—It 4is an 
extremely wild prophesy. 

Q.—Was the business falling off? 
It was, was it not? A—It. was 
checked. 

Q.—And it was diminishing? A. 
—It was diminishing, but when the 
Executive resolved to discontinue 
pushing its foreign work it was be- 
ginning to recover from that depres- 
sion which occurred at the appoint- 
ment of the Royal Commission and 
their report. 

_Q.—Well now, the rest of the ar- 
ticle I do not think I will read, 
because it certainly is a very bitter 
article; I will not read it unless you 
desire it read for the purpose of 
showing the animus. You know the 
article? A.—Oh, I know it. 

Q.—If you wish it read to show 
the animus, I will read it? A.—No, 
I fancy it would not have any effect 
one way or:the other. I know those 
articles never affect us. We do not 
pay much attention to those articles 
now. There was a time when we did 
pay attention, and the result was we 
always got an increased number of 
applications right away after. 

MR. KENT: Q.—Would it’ not 
have been better to continue paying 
attention to them? A.—I am not 
sure sir but what it would have 
been a better policy, but that is a 
part of the work I have to do per- 
sonally, and I have been very busy 
lately. Our business ig getting so 
large I cannot spare the time to an- 
swer bitter articles like that, which 
answer themselves with the people of 
our country. 

MR. SHEPLEY: Q.—Now, we 
will return to the Australian mat- 
ter again. I think we had summed 
up the receipts, the mortuary  re- 
ceipts being a total of $121,442, and 
the general receipts a total of $17,- 
927.66. Your disbursements, in the 
first place your mortuary claims were 
as follows: in 1900, $4,427. None in 
1901. Then in 1902. $2.483; in 1903, 
$8,289 In 1904, $8,462. In 1905, 
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$6,862, making a total death claims 
disbursed of $28,474. May I ask you 
with regard to those figures what I 
asked you with regard to some other 
figures yesterday; do those figures by 
themselves at all bear out your views 
on the subject of medical selection? 
A.—Oh yes. 

Q:—You think so? A.—That is a 
very favorable showing. 

Q.—Let us see; you had only been 
doing business from 1900. You were 
receiving, $13,000, $22,000 $32,000, 
$29,000 and $28,000, and paying out 
$2,000, $2,000, $8,000, $8,000 and 
$6,000? A.—How much did we pay 
out altogether? 

Q.—$28,000? 
did we receive? 

Q.—$121,000. That is a pretty large 
— A.—No, it is not a disastrous thing 
at all in a place where there is a 
small membership. You cannot get 
the average. 

Q.—I am not applying the word 
disastrous to it, but I am asking you 
to say whether or not it bears out 
your theory that your medical selec- 
tion eliminates 7 or 10 years? A.— 
You cannot take an _ isolated case 
among a small number of members 
and bring out that 

Q.—Perhaps that would not be 
fair, but I am asking if these figures 
by themselves if they were by them- 
selves— A.—They were a little larger 
than we ought to have . 

Q.—Your general disbursements— 
which of course means your expense 
account— A.—Yes. 

Q.—Were as follows :— 

In 1900 $35,726. 

In 1901 $128,516. 

In 1902 $151,686. 

In 1903 $42,854. 

In 1904 $52,712. 

In 1905 $29,978. ; 
Making the total disbursements in 
the Ontario field on expense account 
$441,771? A.—Quite so. Some of 
those expenditures discount the 
future; for instance we had a con- 
tract with Mr. Le Bryce as General 
Manager, and we had paid him off 
to terminate the contract, carrying 
out the policy of the Executive to 
reduce our expenditure in foreign 
fields for the present. 

Q.—Is not that policy, if you will 
pardon me for saying so, like locking 
the stable door after the steed has 
been taken away? <A.—Possibly you 
may properly describe it so, or rather 
in a sense you may say so. 

Q.—It shows so far as Australia is 
concerned that you have expended al- 


A.—And how much 
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together in Australia $470,000 to get 
$140,000? A.—For the present. Of 
course you must take into considera- 
tion the fact that during the time 
of those large expenditures it was 
never calculated to withdraw our 
work from Australia. I think that 
when you take into consideration that 
we planted the I.0.F. in every State 
of Australia and _ secured ourselves 
against future legislation—because as 
a rule in the case of legislation ad- 
verse to societies like this, the exist- 
ing organizations are permitted to 
go on. In view of that the expendi- 
ture is not, though enormous, exces- 
sive. Perhaps I had better take back 
the word excessive, because I consider- 
ed them excessive, and took measures 
to have them reduced, but justifiable 
in a measure. 

Q.—Perhaps we may use both ad- 
jectives, as you have used them both, 
enormous and excessive? A.—I think 
I had better confine myself to the 
word enormous, because that expresses 
a lot and they are your words. 


Q.—And you thought them. exces- 
sive? A.—Well, perhaps I had bet- 
ter not give the Commission my 
thoughts on the subject if you will 
pardon me. 

Q.—You took steps at all events to 
retrench? A.—However, if you want 
it, I say to the Commission that I 
thought they were very excessive. 

MR. KENT: Q.—Did you consider 
that the amount of the value of the 
crop would, not justify the value of 
the cost of the seed that had been 
sowie “Al-- That isiit: 

MR. SHEPLEY: Q.—Now I come 
to the action this year in respect of 
these foreign fields. The matter I 
am going to ask you about is a mat- 
ter I shall have to deal with a little 
more in detail later on, but I want 


to get at it now for the purpose of . 


throwing light on the action of the 
Executive. You were some years 
past under considerable criticism from 
the Insurance Department on account 
of your expenditure? A.—Always. 

Q.—And that has become very acute 
in late years? A.—Oh no, the pres- 
sure has been taken off. 

Q.—It is taken off since vou com- 
menced to retrenchP A.—Yes. 

Q.—But up to the period when you 
commenced to retrench it was a con- 
stantly increasing pressure? A.— 
Yes. 

Q.—I think you have already told 
me that your general fund had eaten 
into your mortuary fund to the ex- 
tent—well approximately—we will get 
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that accurately hereafter—to the ex- 
tent of half a million dollars? A.— 
Well, that is not exactly the way it 
should be put. It has not eaten 
into the Mortuary Fund. The Mor- 
tuary Fund has given it as an in- 
vestment to the General Fund. 

Q.—We will go into that more in 
detail, but just at the moment that 
is the state of facts, that your total 
expenditure through the whole Order, 
taking. into consideration these for- 
eign fields and the domestic fields, 
your expenditure for General Account 
—that is for expenses—has been more 
than your receipts for expenses by 
aproximately a half a million dollars? 
A.—Yes. 

Q.—Then on the 9th April of this 
year the Executive held a meeting at 
which action was taken in respect of 
these foreign fields, you remember 
that, I suppose, very wellP A.— 
Yes. 

Q.—Was there a discussion at that 
meeting beyond what appears upon 
the Minutes, or was it just taken for 
granted and put upon the Minutes? 
A.—The other members of the Execu- 
tive had practically settled the mat- 
ter in their own minds, and I agreed 
with them, although knowing they 
were wrong, and helped to carry out 
their wishes in respect of the matter. 


Q.—When you say you knew they 
were wrong, what had you in your 
mind? Just what you have been 
saying this morning? That you had 
been planting the Order in_ these 
foreign fields, and you did not want 
to continue in these fields? A.—If 
I had had my way I certainly would 
have. 

Q.—You would not have receded 
from the foreign fields? A.—No. 

Q.—I have taken it for granted be- 
cause it is in the Minutes, that you 
all agreed that that was the wise 
thing to do? A.—We certainly did, 
but I was in a minority. 


Q.—You mean you were convinced 
against your will? A.—Yes. 


Q.—And you remained of the same 
opinion? A. —Decidedly, and I trust 
that in the near future—that is in 
the course of a few years—that we 
shall resume our foreign business. 

Q.—That is the way it appears up- 
on the Minutes? A.—I am not sure 
that I moved the resolution myself. 

Q. It seems to have been based up- 


on your Report. ‘‘the Supreme Chief 


Ranger reported that he had closed 
the India office of the I.0.F.’’( reads 
down to the words ‘‘the S.C.R.’s re- 
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commendation was approved.”” A.— 
Yes. 

Q.—Apparently that, so far as India 
was concerned, was on your own re- 
commendation? A.—Yes, I think I 
recommended all the others. 


Q.—You recommended it because it 
was an economic move? A.—Yes, and 
because I knew the will of the Exe- 
cutive was to close for the present 
these foreign offices, and I ought to 
be, I think, as loyal] to them as they 
are to me, 

Q.—‘The S.C.R. also recommended 
that all further work be discontinued 
in France.’’ That means France 
and Belgium, both? A.—Yes. 

Q.—And that the membership there 
be legally notified of such action,”’ 
(reads down to the words ‘‘the recom- 
mendation was confirmed.’’) That 
also was upon your recommendation, 
but you wish to say your recommen- 
dation was formal, because you ‘knew 
it was according to the will of the 
majority? A.—I am not sure, but 
with respect to France I agreed with 
them in the making of their plans to 
discontinue work there for the pre- 
sent. I think we went there too 
soon. 

Q.—‘‘Then the Supreme Chief Rang- 
er reported that in his judgment, the 
money available for the work of ex- 
tending the membership could be ex- 
pended with better results by con- 
fining such expenditures to Canada 
and the United States?’ Arey i08, 


Q.—‘‘And he, therefore, recom- 
mended that further steps be taken 
to curtail expenditure in the organiz- 
ing department of Canada and the 
United States? A.—yYes. 


Q.—‘‘And that as soon as possible 
arrangements be perfected to confine 
the expenditures in the organizing 
field to Canada and the United 
States?” « ‘Ai--Yes. 


Q.—‘‘This recommendation of the 
Supreme Chief Ranger was unani- 
mously approved and he was author- 
ized to take such steps as might be 
necessary to carry the thing into 
effect??? A.—yYes. 

Q.—That involved the cutting off 
of the whole of the foreign field? A. 
—Yes. When you say ‘‘cutting off’’ 
it means not to push the Order, send- 
ing deputies to work there, in those 
countries, but to let the Order itself 
do all the work it can in the mean- 
time, until we are in a position to do 
the work. 

Q.—I do not want you to think I 
am pressing you unduly, but that 
practically means that your Order will 
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die out in those places unless you 
commence to push againP A.—No 
sir. 

Q.—You think not? A.—In Great 
Britain the High Courts themselves 
are beginning to do very considerable 
of the work. Heretofore they relied 
on us altogether, and did practically 
all the work that was done in the 
United Kingdom. 

Q.—Then you do not expect the 
Order to die out in those places? A. 
—No. It will probably stand still 
in Australia. : 

Q.—Or recede? I said yesterday 
you were a sanguine man, and so you 
are. Looking at the figures we have 
been examining with respect to the 
foreign field it is manifest, is it not, 
that there .has been a decline, a@ 
manifest decline, "steady, and in some 
places, a very pronounced decline, as 
soon as you commenced to curtail the 
work of pushing? A.—Certainly, but 
that is very different from its dying 
out altogether—declining and dying 
out are different things. 


Q.—What reason have you for sup- 
posing the declining will not go on 
until death ensues? A.—Because the 
Order is too good. 

Q.—The Order is too good here, 
where you are pushing it, perhaps? 
A.—And it is becoming known in 
Australia, and you will find that the 
local members will continue the ex- 
istence of the Order, and perhaps 
increase it a bit—but of course not 
anything like— < 

Q.—Not anything like the increase 
you expect when the drum beats? A 
—No. 


MR. HUNTER: In the United 
Kingdom you received 328 applica- 
tions the first six months of this year? 


- WITNESS: I do not think that I 
ought to offer that as evidence to 
show that the Order will go on, be- 
cause we are doing some little work 
in the United Kingdom. And I think 
the little work is represented pretty 
nearly in those figures, and, there- 
fore, it would not be fair to give 
that. 

Q.—Then, I have in concrete form 
the information about which I have 
been wearying you yesterday and to- 
day about the foreign fields, and if 
you will give your assent to this— 
these figures have been carefully 
compiled from those we have gone 
through. Your total receipts for 
Mortuary purposes from the whole 
foreign field, during the time ‘you 
have been operating, up to the end 
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of 1905 were $1,137,487; your total 
expenses receipts $113,867; your to- 
tal payments, Mortuary, $406,910; 
your total expense payment $952,869? 
A.—What were the total receipts on 


Mortuary ? 
A.—And the dis- 


Q.—$1,137 ,487 P 
bursements ? 

Q.—$406,910 of expense to $113,867 
of receipts, and $952,869 of disburse- 
ments, or an encroachment for ex- 
pense alone in connection with your 
foreign field, treating Expense Ac- 
count by itself, of $782,452? A.— 
Yes. 

Q.—That is what the over-sea oper- 
ations have cost the Order? A.— 
Yes, that is what the missionary field 
of the Order has cost. (Statement 
Exhibit 452.) 


MR. SHEPLEY: For reasons sug- 
gested yesterday, I think it would be 
better to adjourn in the middle of 
the day for a little longer time, say 
from now till 2 o’clock and sit later 
in the afternoon, if the witness is 
strong enough. We think the witness 
should be at his best while we ex- 
amine him. 

JUDGE MacTAVISH: Yes. 


(Adjourned till 2 o’clock.) 


AFTERNOON SESSION. 


Resumed at 2 p.m. September 19th, 
1906. ‘ 

Examination of DR. ORONHYA- 
TEKHA continued: 


MR. SHEPLEY: My learned friend 
has given me what are said to be 
drafts of the material sent to Austra- 
lia in connection with the Commis- 
sion there. I put them in as one 
exhibit, and shall not pause at the 
present time to examine upon them. 
I have not seen them at all, and they 
may suggest further question, but I 
shall not ask Your Honors to delay 
at the present moment. 


Drafts of material sent to Austra- 
lia filed as Exhibit 453. 


JUDGE MacTAVISH: That does 
not include the viva voce evidence at 
the Investigation ? 


MR. SHEPLEY: No. 

Q.—Then when did the question of 
the encroachments made into the 
mortuary fund by your expenses first 
become the subject of consideration 
in the Council? A.—Quite a num- 
ber of vears aco, away back as far 
as 1898. I think a longer time back. 
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Q.—For as many years as that 
there has been a deficit in the gen- 
eral fund? ~ A.—yYes. 

Q.—And that has been a constantly 
growing deficit? A.—I would not 
say that, I think in the later years 
you will find a pretty even deficit 
each year; if you mean that each 
year’s deficits were being added to 
the others then it was a constantly 
growing deficit. 

Q.—What that meant was that each 
year’s deficit was larger than the de- 
ficit of the year before? A.—I do 
not think it is a feature of the deficit, 
there might have been a little more 
increase. 

Q.—Your communications with the 
Department of Insurance, when did 
the Department of Insurance com- 
mence to be insistent with regard to 
it? A.—After the passing of the 
amendment of 1896, which brought 
us under the immediate supervision 
of the Insurance Department. 


Q.—From that date down to the 
present date there has been a pretty 
constant pressure upon you from the 
Insurance Department in respect of 
that general fund? A.—Yes, in this 
way that they would not allow any 
increase. 


Q.—We will just illustrate the at- 
titude of the Department perhaps by 
taking one of the blue books, this 
is the blue book for the year 1904, 
for instance take the 3lst December, 
1904, the summation at page 499 of 
the blue book is as follows: General 
account, total receipts for year $646,- 
909; total net expense of order per 
year $623,543, excess of expenses 
over receipts for year $58,634.74, to 
which the statement proceeds to add 
the deficit at December 31st, 1903, 
the year before $348,947.56, making 
a total deficit on the 3lst December, 
1904, of $407,582.30? A.—I do not 
know whether you have something 
there by which you are following this, 
but you do observe that is the way it 
isu. A.—Yes. 

Q.—Then comes the sums: Mortu- 
ary fund. 3lst December, 1904 $8,- 
315,612; sick and funeral fund $218,- 
514; total $8,534,127. The deficit 
general account is taken off that, 
$407,582, leaving $8,126,544; that 
is the balance which is called here 
net ledger assets is what you have 
in hand after having expended out 
of your mortuary fund _ this large 
sum over and above what you had 
for expenses? A.—Not altogether 
out of mortuary fund, a part of that 
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was taken trom sick and_ funeral 
benefit fund. 

Q.—I meant to mass those two to- 
gether? A.—Yes. 

Q.—Your beneficiary funds which 
were to be held for the purpose of 
benefiting your members. directly 
were encroached upon to this extent 
by reason of the excess of your ex- 
penditure over your revenue? A.— 
Yes, although strictly speaking you 
know there is a contingency fund 
out of which a considerable portion 
of these over-draftgs were taken; al- 
though it has been said that after 
all payments that are authorized by 
our constitution and laws are made 
out of the contingency fund, the 
whole balance is as contemplated ad- 
ded to the mortuary fund; so that 
perhaps it is just as well to say it 
was taken out of the mortuary fund. 

Q.—I am interested in knowing 
whether the note with the asterisk 
at the bottom of this statement is 
the note of the Department or wheth- 
er it is a note made by you in mak- 
ing the return: ‘lo provide the over- 
draft in the general account loans of 
$296,587 have been made from the 
mortuary funds, and $110,944 from 
he sick and funeral fund’’— A.—I 
fancy it was made by us. 

Q.—Leaving the actual ledger assets 
in this fund at December 31st, 1904, 
as follows: ‘‘Fund $8,019,024.72, and 
sick and funeral fund $107,520, | in- 
cluding $55,000 loaned to the Or- 
phans’ Home?” A.—I presume that 
is our note. 

Q.—I am taking that as illustra- 
tive, but’ from the time the deficit first 
occurred down to the present time 
that has been the uniform method of 
treating it in your’ returns? A.— 
Yes; with regard to the question you 
just asked me about an increasing 
deficit being shown in our accounts 
this statement is put in my hands; 
over-draft 1902 $164,000; 1903 $86,- 
000; 1904 $45,000; 1905 $35,000. 
Those are the yearly over-drafts. 

Q.—And on each occasion you 
have the sums mentioned there to 
add to the deficit of the year before? 
A.—Yes. 

Q.—Then when I used the word 
constantly growing I did not mean 
the yearly deficit was growing but 
that the total deficit. was growing? 
A.—Yes. 

Q.—And that is so? A.—yYes. I 
am told there will be no deficit this 
year, and next year we shall com- 
mence to pay off a certain amount of 
the deficit; it has been arranged to 
pay off so much every year. We shall 
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commence next year to pay off these 
deficits and clear them from _ the 
books. 

Q.—That we all hope to see accom- 
plished. Then you took up the mat- 
ter with some vigor in the latter 
part of the year 1901, for I see a re- 
solution of the 7th December that 
the S.C.—that igs Mr. Stevenson—S.T. 
—that is Mr. Collins—S.P.—that is 
Dr. Millman—and §.S.—that is Mr. 
McGillivray— A.—Yes. 


Q.—‘‘Be a Committee to consider 
the matter of the deficit in the gen- 
eral fund wih the view of having 
same adjusted and provided for on 
or before the 31st day of December 
instant, as may seem wise and exped- 
ient, and that they report their ac- 
tion in the premises of the next meet- 
ing of the Executive to be held on 
the 2nd Saturday of next January to 
be held at the usual hour and place ?’’ 
A.— Yes. 


Q.—What was the special spur 
which brought about this action in 
December—it is said you were not pre- 
sent at that meeting? A.—Still I 
would know why; I think it was prob- 
ably to carry out what the Executive 
had decided that there should be ac- 
tion taken to wipe off these deficits 
and thus wipe out the grounds for the 
criticisms that were being made 
agalnst us on the score of these over- 
drafts. 

Q.—Can you say whether or not 
any action on the part of the Insur- 
ance Department was operating as a 
spur? A >—No. 


Q.—That Committee seems to have 
gone about it quickly, because on the 
4th January, 1902, within a month 
afterwards, Mr. Stevenson as Chair- 
man of this special Committee made 
the report of the Committee? A.— 
Yes. 

Q.—I suppose you remember gen- 
erally the nature of that report? A. 
—I think so. 

Q.—The report is as follows: ‘‘That 
half of the shortage in the general 
funds be borrowed from the sick and 
funeral fund and the other half 
from the contingent fund, interest 
thereon to be paid at the rate of 
per cent. until repaid and the same 
to be re-paid at the rate of $10,000 
per month commencing with the first 
of next month, which report upon 
motion of the Supreme Counsellor 
was unanimously adopted, the first 
payment thereof to be made in March 
next’’—you remember about that? A. 
—QOh yes. 
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Q.—What was the contingent fund 
on hand at that time? A.—I cannot 
tell you, I could get it for you. 

Q.—What was the nature of the 
contingent fund, what was its com- 
position and what was its destina- 
tion? A.—Interest on our accumu- 
lated funds. 

Q.—Did all that interest go into 
a contingent fund? A.—Yes. 


Q.—What was the destination of 
the funds, to what purpose were you 
entitled by your constitution to de- 
vote the contingent fund? A.—Cer- 
tain payments, for instance expenses 
incurred in defending the mortuary 
fund, were to be paid out of the con- 
tingency fund, and from time to time 
after these payments are made the 
Executive would determine, we ad- 
ded to the mortuary fund— 


Q.—Was there any controversy— 
perhaps controversy is too strong a 
word, but was there any divergence 
of view between yourselves and the 
Department as to the purposes to 
which that fund might be devoted? 
A.—No, I do not think so, I do not 
remember of ever having my atten- 
tion called to it that the Depart- 
ment was objecting to those arrange- 
ments. 

Q.—I was going to say you had not 
yet told me, but I think you have 
told me that really the contingent 
fund was intended to be added to the 
mortuary fund? A.—Yes. 

Q.—It was a fund to be held for 
the benefit of those who were mem- 
bers of the Order? A.—Sure. 

Q.—The transaction does not treat 
this as being otherwise than a di- 
version of the contingent fund from 
its trust purpose to another tempor- 
ary purpose? A.—Oh no, because 
the Supreme Court had given us au- 
thority in the constitution to borrow 
from these funds. 

Q.—The matter seems to have re- 
mained quiescent for another year 
and I see it crops up again on the 
23rd February, 1903. What seems 
to have happened then, was that Mr. 
Stevenson made a report to the Exe- 
cutive Council in respect of a con- 
ference he had with Mr. Fitzgerald 
—you remember that? A.—Yes. 

Q.—What was the origin of those 
instructions, because I have not found 
that spread upon the minutes? A.— 
What instructions? 

Q.—The instructions to Mr. Steven- 
son to confer with Mr. Fitzgerald, 
because he commences his report, ‘‘In 
pursuance of your instructions?” A. 
—I understood the Executive had 
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decided not to carry out the legisla- 
tion of the Supreme Court in author- 
izing us to take the profits on lapses 
and that Mr. Stevenson and Mr. 
Fitzgerald it appears from this memo. 
by instructions of the Executive 
Council had a conference upon the 
subject and the Executive Council re- 
solved not to accept the income pro- 
vided by the Supreme Court in that 
respect, that is the taking of the 
lapses, which I told you to-day or the 
other day I thought was a very great 
mistake and still think it was'a mis- 
take. 

Q.—What you told me the other 
day was the lapses went to the bene- 
fit of the policyholder? A.—They 
do now, but the legislation of the Su- 
preme Court took the profits on lapses 
from being added to the mortuary 
fund as they arose and gave us power 
to use it in the general fund for the 
extension of the Order. 


Q.—What I understand you then 
as you put it now to say is that in 
your opinion the original law of the 
Order was wiser in its generation 
than the law that was actually adopt- 
ed? A.—No, that law was passed at 
the Los Angeles Session in 1902, and 
we actually did take the lapses dur- 
ing a part of the year, and then I 
understood that Mr. Fitzgerald ob- 
jected to that, and in deference to 
that objection the Executive decided 
not to take any more but to pay back 
what had been taken and leave it as 
it had been always before for the 
benefit of the mortuary. 


Q.—As an accumulation or augmen- 
tation of the mortuary fund? A.— 
Yes. 

Q.—You were saying it was a mis- 
take, the action which you think was 
a mistake was in restoring the fund 
arising from lapses to the mortuary 
fund? A.—No, not particularly, 
the Act resolving not to use the in- 
come placed in our hands by the Su- 
preme Court I think was a mistake; 
when they had done that it was only 
a step farther to say, ‘‘Well, we have 
taken so much already, we will re- 
pay that.”’ 

Q.—Then I think I understand you 
now; you think that the repealing of 
the policy which had been laid down 
by the Supreme Court in 1902 was 
itself a mistake? A.—yYes, was er- 
roneous. 

Q.—We will read the report and 
that will perhaps put us a little 
abreast of the discussion that was 
then going on. This is 23rd Febru- 


2292 ROYAL COMMISSION ON 


69th day, September 19, 1906. 


ary, 1903, and it is Mr. Stevenson’s 
report to the Executive Council: ‘‘In 
pursuance of your instructions I have 
conferred fully with Mr. William 
Fitzgerald, Superintendent of Insur- 
ance, in reference to the recent cor- 
respondence with,’’ etc. (Reads down 
to the words ‘‘section 40 of the Con- 
stitution and Laws of the Society’’)— 
ee was the law passed in 1902? A. 
— Yes. 

Q.—‘‘I found the Superintendent of 
Insurance was not desirous of doing 
anything not deemed absolutely ne- 
cessary that would have any tendency 
to embarrass the Society, but insisted 
upon a remedy being applied which 
would prevent the necessity of using 
directly or indirectly any part of the 
mortuary fund of the society except 
the 5 per cent.’’—that is the 5 per 
cent. we have been talking about all 
along? A.—yYes. 

Q.—‘‘He especially disapproved of 
the practice of using the interest,’’ 
etc. (reads down to the words ‘‘in fix- 
ing our rate of assessment’)? A.— 
It is not correct though; the lapses 
were not taken into account when 
computing our rates. 

Q.—In the argument which I had 
the pleasure of listéning to within a 
day or two you put forward the fact 
that you were getting these lapses as 
an argument indirectly supporting 
your lower rates, because you said 
that helped to dispense with the re- 
serve? A.—Quite so, it was only 
a part of the help. 

Q.—Mr. Fitzgerald’s statement as 
reported by Mr. Stevenson is not very 
objectionable when he says these mat- 
ters are taken into account in fixing 
the rates? A.—That is a very differ- 
ent statement from an attempt to 
bring before the notice of the Com- 
mission some of the reasons why fra- 
ternal benefit societies should work 
upon a lower premium rate, even if 
we take the lapses by reason of other 
things making our rate sufficient, but 
other benefit societies do not do that. 

Q.—Your evidence before the Com- 
mission is general with respect to 
reasons which justify low rates in 
fraternal societies? A.—Yes. 


Q.—The report proceeds: ‘‘He also 
disapproved of the use of the mortu- 
ary fund by loan or otherwise to the 
general fund to meet current ex- 
penses?’? A.—Yes. 

Q.—That was the thing you were 
doing? A.—yYes. 

Q.—‘‘And was emphatic in the ex- 
pression of the opinion that the prac- 
tice should be discontinued, and to 
that end,’’ etc. (reads report down 
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to the words ‘“‘later than first June, 
1902’’)—this is all very distinct and 
clear? A.—Yes. i 

Q.—‘‘He requires that the curtail- 
ment of expenses necessary to avoid 
over-drawing,’’ etc. (reads down to 
the words ‘‘demanded of him’’). There 
is no uncertain sound from the De- 
partment about its view upon either 
of these questions? A.—Mr. Fitz- 
gerald is like myself, he always ex- 
presses his opinion very clearly and 
decidedly, and I like him for it. 


Q.—I see the Executive Council 
resolves, ‘‘that the said report of the 
Supreme Councillor be received and 
spread in full on the minutes of the 
meeting. It was further resolved 
that steps be taken at once to cur- 
tail expenses so that expenditure for 
management and general expenses 
be kept within the resources provid- 
ed for that purpose in accordance 
with the Superintendent of Insur- 
ance, Mr. Fitzgerald, as outlined in 
the report of the Supreme Counsel ?”’ 
A.—That policy had been agreed on 
by the members of the Executive be- 
fore that. 

Q.—Before going further with the 
minute, I think that your curtail- 
ment has not brought you, or had not 
brought you up to last year within 
your expending resources? A.—Iast 
year I was assured there had been, 
but there seems to have been $25,000 
of over-draft remaining in 1904 which 
had not been brought forward, and 
when brought forward it made our 
last year’s transactions out on the 
wrong side $35,000; but as a matter 
of fact the current expenditure of 
1905 was within the income of 1904. 


Q.—What you say is that expendi- 
tures properly attributed to 1904 
were held over—-I do not say im- 
properly held over, but were not—A. 
—Accounted for in that year. 

Q.—And appeared in the accounts 
for 1905? »A.—Yes. 

Q.—Can you tell me the same thing 
did not happen in 1905, and they 
won’t appear in 1906? A.—I think 
with the opinion I expressed upon 
the subject when I found it out it 
will never occur again. 

Q.—What occurs according to the 
books of the society is that the over- 
draft has been decreasing, but there 
has always been an over-draft down 
to last year? A.—Yes. 

Q.—That is the apparent condition 


‘of the books? A.—Yes. 


Q.—Apparently you were then in 
Egypt? <A.—Yes. 
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Q.—Because Mr. Stevenson was 

authorized and requested to go at 
once to Cairo to meet and confer with 
your A.—Yes. 
_Q.—So that you might formulate 
such plans for the curtailment of ex- 
penditures as will comply with the 
Said requirement of the Superinten- 
dent of Insurance, and that the Su- 
preme Secretary advise the Superin- 
tendent of Insurance of his action— 
a Mr. Stevenson go to see you? A. 
—Yes. 

Q.—He came to meet you in 
Egypt? A.—yYes, Cairo. 

Q.—You were then doing what you 
told us yesterday, surveying the 
Egyptian field? A.—yYes, in part, 
and partly for my health. f 

Q.—‘‘It was further resolved in 
conformity with the action this day 
taken looking to the curtailment of 
expenses,’ etc. (Reads down to the 
word ‘‘monthly.’’) ‘‘It was further 
resolved that no further expenditure 
be made for advertising.’’ etc. (Reads 
down to the words ‘‘Executive Coun- 
eil’’)—your Executive Council, you 
being absent, seems to have been 
rather impressed with the desirability 
of falling in with the views of the 
Superintendent? A.—Yes, I think 
so; we always have tried to be in 
harmony with the views of the Sup- 
erintendent. 

Q.—Among those views was the 
view that no borrowing from _ the 
mortuary fund to the general fund 
was permissive? A.—That was the 
Superintendent’s opinion; my _  opin- 
ion is, and I think it is the opinion 
of my Executive, that the Supreme 
Court has supreme power over that 
fund. : 

Q.—Over the mortuary fund? A. 
—Yes, and when it desires to alter 
the language of the policy with re- 
ference to the mortuary fund that 
puts that in the constitution then the 
Executive have the right to do what 
the Supreme Court had authorized to 
be done by such an Act as amending 
the organic law of the Order, not 
simply a resolution, but to amend the 
law in reference to that, and when 
that is done I do not think the Sup- 
erintendent nor anybody else has any 
right to come in and say you shall 
not do this and shall not do that. 
The Act requires us to have money on 
hand always to pay the widows 
promptly, and therefore the ten mil- 
lions of surplus we have in hand now 
are ten millions over and above the 
ASRS, of the Act, and_ there- 
ore 
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Q.—When you speak of the Act are 
you speaking of the Act of Parlia- 
ment? A.—Yes, and therefore the 
Supreme Court has supreme authority 
in the Order, and the Executive Coun- 
cil are simply the servants of the 
Supreme Court, when it says you 
may do this we believe we can pro- 
perly and legally do it. 

Q.—Let us dicuss that just for a 
moment; nobody doubts the power of 
ae Supreme body to make laws? A. 
—Yes. 

Q.—But those must be laws which 
are not repugnant to the whole in- 
herent constitution of the Order? A. 
—Quite so. 

Q.—For instance your Supreme 
Court, you would not perhaps think 
your Supreme Court had power to 
abrogate the contracts of insurance 
and divert the mortuary fund to pri- 
vate purposes, say? A.—Certainly 
not, because those are contract rights. 

Q.—Well, is not the right of every 
policyholder in your Order in respect 
of the mortuary fund a right which 
depends upon and is confirmed to 
him by his contract? A.—Sure§ but 
that contract does not call for the 
maintenance of any surplus. 

‘Q.+The contract calls, if I under- 
stand it, for the maintenance of a 
mortuary fund after deducting 5 per 
cent. from it for expenses, and it 
calls for a maintenance of that fund 
for the mortuary purposes? A.—The 
constitution is so arranged by the 
Supreme Court itself, but the policy 
itself, which is the contract, does not 
require the maintenance of any mor- 
tuary fund. 

Q.—Your policy imports all the 
provisions of your constitution, does 
it not? A.—Sure, and _ therefore 
when the Supreme Court alters that 
it goes into the contract, the modi- 
fied condition. 

Q.—Do you think that the Supreme 
Court without a violation of its con- 
tract with the policyholders could 
alter that 5 per cent. to 50? A.— 
Certainly. 

Q.—Or to 80? °«A.—Certainly. 

Q.—Or 90? A.—Yes. ¥ 

Q.—Or take it away altogether? A. 
—Yes. When I said a moment ago 
that the Act of Parliament does not 
require of us one cent of mortuary re- 
serve then the Supreme Court if it 
thought fit could take the whole of 
that surplus and use it for the pur- 
pose of the Order as it thought fit. 

Q.—Spend it in extending the 
Order? A.—Yes. 
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Q.—Make any use of it? A.— 
Yes. 

Q.—Has it struck you that possibly 
the Act of Parliament was passed in 
view of the provision in your consti- 
tution that you never should touch 
more than 5 per cent. of the mortu- 
ary fund for expenses? A.—No. 

MR. HUNTER: He is speaking of 
the Insurance Act? 

MR. SHEPLEY: You are speak- 
ing, as I suppose, of the legislation 
under which your Order is working? 
A.—Yes. 

Q.—And your view was that the 
Act of Parliament did not compel you 
to maintain the mortuary fund at 
all P A.—No, that is our owr do- 
mestic legislation. 

Q.—You had already told me that 
by the provisions of your contract you 
cannot dip into the mortuary fund 
for expenses beyond 5 per cent. by 
the provisions of your constitution ? 
A.—I never said that. 


Q.—Is not that in your constitu- 
tion, that 5 per cent., and 5 per cent. 
only— A.—5 per cent. is the amount 
allowed now, but there is no earthly 
reason why at the next session of the 
Supreme Court that should not be 
increased to ten per cent. 


_ Q.—Do you think it possible that 
if your constitution had permitted 
you to take the whole mortuary fund 
and devote it to expenses instead of 
permitting you, as it did’at the time 
of your act, to take the 5 per cent. 
only, do you think it possible you 
might not have got your legislation ? 
A.—We could not have taken ten per 
cent. just as easly as five, because a 
number of the fraternal societies do 
take ten per cent., and I do not think 
we would have any more difficulty to 
have had the Act passed with ten per 
panty fn than it was with only 5 per 
cent. 


Q.—That is not precisely what I 
ask you; do you suppose that any 
Legislature would have passed an Act 
incorporating you if you had come to 
the Legislature with a constitution on 
the face of it permitting you to take 
the whole mortuary fund and spend 
it on extension? §A.—Possibly not, 
but that of course is an insupposeable 
case. 

Q.—I only asked you that question 
because you are relying upon the Act 
of Parliament; I am pointing out to 
you that the Act of Parliament was 
passed upon a condition of affairs 
which you put before them? A.— 
You asked me if I thought we had 
the power to take the whole of it and 
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I said Yes. You are now asking me 
if we had that in our constitution do 
I think the Incorporation Bill would 
have passed; I say no at once, but 
that does not alter the fact, as I view 
it, that if the Supreme Court wanted 
to take the whole of the mortuary 
fund it could take it as a matter of 
right. ; 

Q.—I am sure you will agree with 
me that whatever the jurisdiction of 
the Supreme Court may be it would 
be great unwisdom, I will put it as 
mildly as possible, as a matter of poli- 
ey to make any such radical change 
in the constitution? A.—Most de- 
cidedly, and the proposition was made 
when we passed the Legislation at 
Los Angeles giving us the profits on 
lapses to do exactly the very thing 
that you suggest, to take ten per 
cent. instead of five, but the five per 
cent. had become a sort of land mark 
with us, and I did not want to have 
it altered. 

Q.—A member when he was told 
ten per cent. was coming out of his 
premiums instead of five would be 
startled? A.—I do not think so. 

Q.—He would be more likely to be 
startled? A.—There are a number 
of the fraternal societies that are tak- 
ine ten per cent. and the membership 
are not startled. 

Q.—You are misapprehending me, 
the eve of the policyholder is more 
upon that 5 per cent. than it is upon | 
the profits made by lapses? A.—I 
do not think that cuts any figure in 
our legislation. 


Q.—What was the result of the con- 
sultation between yourself and Mr. 
Stevenson in Cairo? A.—Simply to 
carry out the policy adopted by the 
Executive during my absence. 


Q.—What do you conceive, and I 
do not want to tie you to the time 
you were in Cairo, but to any time, 
what do you conceive to have been 
the requirements upon which the De- 
partment was insisting, put them in 
a nut-shell for me, a, b, cP A.— 
Just that Mr. Fitzgerald regarded 
the lapses as being a part of the mor- 
tuary, and that he did not want the 
mortuary funds to be disturbed in 
any way whatever, and I am not sure 
in a way but that he was right, still 
I think the Order would have done 
better if they had allowed us to use 
the extra revenue that the Supreme 
Court provided for us. 

Q.—Did you understand that bor- 
rowing from the mortuary fund was 
a thing that was to be still permitted, 
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I mean according to the views of the 
Department? A.—No; Mr. Fitz- 
gerald makes it very plain that he 
objects to that, but I never could 
understand the philosophy of not al- 
lowing us to invest mortuary fund 
with the general fund of the Order, 
there could be no surer investment. 


Q.—You have put yourself on re- 
cord with regard to that; as things 
were at that time you had to revert 
to the old law about lapses, you had 
to curtail expenditure so as to keep 
your expenditure within your revenue 
for expenses, and you had to cease 
borrowing from the mortuary fund? 
A.—Yes. 


* 

Q.—That was in 1903, and I see in 
the following November at a meeting 
of the Executive Council this recom- 
mendation was made by you: ‘‘The 
Supreme Chief Ranger recommended 
the opening of three accounts in the 
bank, namely, for the mortuary, sick 
and funeral, and general funds of 
the Order, and that the accounts re- 
lating to each of the said funds be 
kept separate and distinct in the 
books of the office, and the same was 
duly approved and go ordered? A. 
—Yes. 

Q.—What practice followed upon 
“that? A.—I think the carrying out 
of the recommendation. We always 
had three accounts in our own books 
but not in the bank. 

Q.—How often did you segregate 
these funds from the mass and de- 
posit in separate accounts in the 
bankP A.—As they came in. 


Q.—When a premium came in—let 
us have it right, that is not my in- 
formation, and there is no reason why 
Mr. Harper should not make the 
statement if you like? A.—My un- 
derstanding is that as the moneys are 
received the deposit is made to the 
bank and credited to the account for 
which the money is received, but IT am 
told now it is done monthly, but it is 
a surprise. 


Q.—Once a month the account is 
gone through and the amounts are 
separated from the lump and deposits 
made? A.—Yes, it is a surprise to 
me and I can assure the Commission 
that after this week— 


MR. HUNTER: Do not make rash 
promises. | 


WITNESS: I do not think it is the 
correct practice; I think the moneys 
as ace should be credited to the 
funds. 


MR. HUNTER: It is not feasible. 
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WITNESS: TI still am of the opin- 
ion it can be done, and if it can be 
done it will be done. 

MR. SHEPLEY: We know what 
the practice isP A.—It seems that 
the receipts are deposited to one 
fund, then at the end of the month 
when the proper balances are made 
they are distributed then to the dif- 
ferent accounts. Of course there 
may be some difficulties of bookkeep- 
ing I don’t understand, but I cannot 
imagine them now. 

Q.—You would think it quite a 
feasible thing to separate the money 
when it came in? A.—Certainly. 


Q.—With the light we have we 
won’t devote much criticism to that 
method being followed; it is the mor- 
tuary fund to which the deposit is 
made in the first instance, and that 
is a safe place for it to be anyway? 
A.—Yes. 

Q. It is better than if it were put 
into the general fund? A.—I quite 
understand it; of course this is sub- 
ject to finding out that my ideas are 
wholly impracticable, and in that 
case it will have to be left according 
to the present practice. 

Q.—At present it does not occur to 
me to adversely criticise the way in 
which it is done? A.—Still until I 
look into it I think it ought to be 
done the other way. and I do not see 
any difficulties in the way of it. 

Q.—That was in November, 1903; 
then apparently the matter was left 
quiescent till December 19th, 1904, 
when I see an authorization, which 
singularly enough is not based ap- 
parently upon any recommendation of 
yours. ‘Tt is hereby resolved that 
the Supreme Chief Ranger be author- 
ized to borrow from the sick and fun- 
eral fund or any other available fund 
such sum or sums in addition to what 
has been heretofore expended as may 
be required to liquidate,” etc. (reads 
down to the words ‘‘whenever the con- 
dition will warrant’’). Am [I going 
too far when I say that that was a 
slap in the face of the policy that had 
been adopted the year before? A,— 
I’ think not, it says from the sick 
and funeral benefit fund, to which no 
objection had been made as I under- 
stand it, because it was clearly ap- 
parent that we had the right to bor- 
row from the sick and funeral bene- 
fit fund, and the resolution says ‘‘and 
such other available funds from 
which’’— 

Q.—“‘Or any other available fund”’ 
—that did not include the mortuary 
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fund. Let us go back for a moment, 
because I have supposed until this 
present moment that the sick and 
funeral benefit fund was a fund to 
which there would be the same ob- 
jection to borrowing for expenses? A. 
—I do not think so. The Commis- 
sioners who examined the I.0O.F. pre- 
cedent to their being granted a li- 
cense originally said to me, ‘“‘I wish 
you would take out the sick and fun- 
eral benefit fund from your account; 
we have nothing to do with that.’’ 
Later on I made application to the 
Insurance Commissioners of the Unit- 
ed States to be permitted to make our 
report to the Insurance Department 
wholly distinct and separate from the 
funeral fund, and a large number of 
the Insurance Commissioners assented 
to that, and I was moved to this 
course because of being urged by our 
friends in the United Kingdom to 
separate the two altogether, because 
it was constantly being used to our 
disadvantage by taking the cost of 
both systems and saying ‘‘This is the 
cost per thousand dollars of insur- 
ance,’? and the Board of Trade ac- 
cepted the report made out in that 
way separating the sick from the in- 
surance work of our Order, and I 
hope in time everybody in the insur- 
ance world will see the difference be- 
tween the two systems and accept 
those divided reports. 


Q.—I follow what you have said; 
your answer involves this; that the 
sick and funeral benefit fund is not 
within the scope of insurance law, 
and therefore the same considerations 
do not apply to it? A.—Yes. 

Q.—Apart from any question of in- 
surance law is not it inherently just 
as objectionable to make encroach- 
ments upon that beneficiary fund as 


upon any other beneficiary fund? A. 
—Precisely. 


Q.—But for the reasons which 
you have stated you do not think 
that the policy which was suggested 
by Mr. Fitzgerald and which you fol- 
lowed covered the sick and funeral 
fund? A.—For the reason that near- 
ly all Insurance Commissioners regard 
it as a different one, and I do not 
understand that Mr. Fitzgerald has 
objected to our taking from the sick 
and funeral benefit fund, borrowing 
from that fund, while he strenuously 
objects-to our borrowing anything 
from the mortuary fund. 

Q.—Sunposine Mr. Hunter and Mr. 
Cross and mvself all pav monev into 
vour Order for the purpose of hav- 
ing it accumulate to provide us with 
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benefits when we fall sick and with 
funerals if we die, upon general prin- 
ciples what do you say of taking any 
of that money and devoting it to 
some other object, philanthropic 
though it may be? A.—If I take 
that money with the arrangement 
that it will be on hand and available 
whenever required I do not think 
there ought to be any objection to 
my taking it. 

Q.—It is just a question of the va- 
lidity of the security? A Yes. Of 
course it is beyond that with regard 
to the Insurance Commissioners, they 
do not object to our borrowing, I 
don’t know why, but that is not my 
business; they do not object; I bor- 
row with the perfect assurance that 
when needed for benefits it will be 
on hand again. 

Q.—Then the matter stands till an- 
other year, and on the 16th October 
of last year, 1905, not quite a year 
ago, I find this spread upon the min- 
utes of the Executive: ‘‘Whereas 
there has been various sums of money 
borrowed at different times since the 
Supreme Court meeting of 1898, from 
the mortuary funds and contingent 
funds and sick and funeral funds for 
the purpose of the general fund’’— 
had you since 1903 still been borrow- 
ing from these funds you had? A. 
—Yes, from the sick and funeral 
fund. 

Q.—And from the mortuary fund? 
A.—Contingency fund, there is a dis- 
tinction. 

Q.—From the contingency fund 
whose purpose was to build up the 
mortuary fund? ~A:—Yes, “butt 
does not become the mortuary fund 
unti] it is voted by the Executive. 

Q.—At all events the mortuary fund 
was just so much less than it would 
have been if it had not been for the 
excess of expenditures— A.—So 
much less actually in hand at the pre- 
sent day, but invested as safe as if 
it was with the British Government. 

Q.—‘‘And whereas the aggregate 
amount of such loans from such funds 
with interest added to this date at 
as follows: Mortuary, $297,587.75; 
interest, $30,213.93; contingent fund, 
$171,272.33; interest, $22,326.22; sick 
and funeral, $110,994.55; interest, 
$19,539.89.”?> Now, that was at this 
date, October 15th, a very consider- 
able. total ?. . A.—Yes. 

Q.—‘‘And whereas it was deemed 
proper that such amounts with inter- 
est be re-paid to such several funds, 
and whereas it is impossible without 
Suspending or seriously embarrassing 
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. the work of the Society to re-pay the 
several amounts in one payment or in 
large payments’’—that was true? A. 
—Yes, 


Q.—Don’t you think that a fund 
that is embarrassed by paying its 
debts ig rather a poor security to 
have? A.—No, because one division 
of the work has been pushed to such 
an extent as to overdraw on_ the 
revenue 


Q.—I was speaking of security? A. 
—Yes, the Supreme Court is behind 
all the borrowings. 


Q.—For instance if I wanted to 
borrow from a bank $100,000 and I 
said it would embarrass me_ very 
much if I had to pay that back ex- 
cept at the rate of a thousand dol- 
lars a year I should not think the 
bank would consider I wag very good 
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think the cases are parallel at all. 
The Supreme Court endorses _ all 
these loans, because it is liable for 
them. 


Q.—Indeed the Supreme Court has 
only such revenues as are produced, 
and among these revenues are the mor- 
tuary fund, the sick and funeral fund 
and general fund? A.—Quite so; but 
in case the money was wanted either 
by legislation—I mean compelling us 
to repay at once, all that we should 
have to do would be to suspend our 
organizing work fund for one year 
and we would be able to repay the 
whole of the borrowing from the con- 
tingency fund; surely, with such 
conditions I am right in saying that 
it ig a good investment and can be 
realized upon almost immediately if 
required. 


Q.—This resolution provides: 
‘‘Whereas such funds are not at this 
time and it does not appear likely 
that they will in the near future be 
in need of such money; be it there- 
fore resolved that such indebtedness 
of the general fund,’’ etc. (Reads 
down to the words ‘‘and be it further 
resolved,’’—can you tell me offhand 
how many years that involves? A. 
—A little over twenty I think. 


Q.—‘‘Be it further resolved that 
the Supreme Chief Ranger, the Su- 
preme Secretary and Supreme Treas- 
urer execute and issue under the seal 
of the corporation debentures for 
such amounts,’’ etc. (Read)s to words 
‘in favor of the funds above indi- 
cated.’’ You were issuing deben- 
tures upon the general fund? A.— 
To repay these overdrafts. 
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Q.—To operate as securities in the 
hands of the lending funds? A.— 
You can put it that way. 


Q.—You were putting debentures 
of the general fund into the coffers 
of the mortuary fund and contingent 
poe and sick and funeral fund? A. 
—Yes. 


Q).—Was that..done? ) AT think 
so. 

Q.—You think that debentures 
were issued? A.—I think. so. 

Q.—To the whole amount? A.— 
Yes. 

Q.—‘‘Be it further resolved’’—did 
you take any advice as to your 
power to issue such debentures? A. 
—We have three lawyers on the exe- 
cutive. 


Q.—‘‘Be it further resolved that 
there be set aside from the income 
of the general fund commencing with 
the month of January, 1906 and con- 
tinuing during each month thereaf- 
ter until,’’? etc. (Reads down to words 
‘fond the interest that will accrue 
thereon’’.) ‘‘And be it further re- 
solved that the several amounts of 
such debentures when paid be dis- 
tributed as follows,’’ etc. (Reads to 
the words ‘‘to the sick and funeral 
fund’’)—what is the meaning of that 
about distributing—I think I see, 
that is you treated the contingent 
as part of the mortuary fund? A.— 
Yes. 

Q.—Has that fund been set aside 
monthly to meet these debentures? 
A.—I do not know as to that, but I 
am informed that it will be on hand 
at the end of the, year, whether it 
has been set aside or not I cannot 
tell you. 

Q.—That is it will be on hand by 
your curtailing your expenditure; 
that is what you mean? A.—Yes. 


Q.—But you do not know whether 
the terms of the resolution have been 
strictly complied with and the mon- 
ey set aside monthly? A.—No. My 
suggestion to the Executive when [ 
went away was to set aside $100,000 
of our estimated revenue to meet 
these claims and contingent expenses 
which might arise, unforeseen  ex- 
penses. They overlooked that recom- 
mendation, somehow or other, and 
only laid aside $2,000. Our contri- 
bution to the San Francisan suffer- 
ers, of course wiped that out right 
away, but next year the result will 
be, I think, that $100,000 will be 
laid aside to meet these debentures, 
and to meet any unforeseen expenses 
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that may arise, so as to insure our 
not exceeding our revenue for the 
year. 

Q.—Then it is quite proper that 
you should have it on record that in 
1902 the Supreme Court wrote off, or 
authorized the writing off, of sums 
which were afterwards ascertained to 
be, or afterwards written off—that is 
the Supreme Court took it upon it- 
self to forgive the debt of the Gen- 
eral Trust as it then existed? A.— 
Yes. 

Q.—And at that time it was $171,- 
272.83 Mortuary Fund, and_ $110,- 
994.55 Sick and Funeral Benefit 
Fund?  A.—Yes. 

Q.—Those sums were forgiven by 
the Supreme Court in 1902P A.— 
Yes. 

Q.—That indebtedness was_ reas- 
sumed in a resolution we have just 
been dealing with? A.—Just by the 
Executive themselves in accordance 
with my report to the Supreme Court 
at Atlantic City, so that we could say 
in the future we never took a penny 
from the Mortuary Fund. 

Q.—Or if we did we paid it back? 
AL 6s: 

Q.—So that without regard to in- 
terest, without taking interest into 
computation the debt, as it now 
stands, to both funds—perhaps I will 


Mortuary Fund is $503,231.40, and 
the debt to the Sick and Funeral 
Fund is $110,994.55, or a total of 
$614,225.95? A.—Yes, of which a 
certain amount has been written off. 


Q.—I have the amounts here. Mor- 
tuary Fund with interest $327,801.- 
68; Contingency -Fund with increase, 
which of course forms part of the 
Mortuary $193.598.55; or a total of 
$521,400.23. Then Sick and Funeral 
Benefit with interest $130,534.44, or 
a total of $651,934.67. including in- 
terest. Both these statements include 
the remission of the debt forgiven by 
the Supreme Court and afterwards 
reassumed ? A,-—-Y es, (Statement 


Exhibit 454.) 


Q.—And interest has been_running 
on that since the date of the resolu- 
tionP A.—yYes sir. 

Q.—That is the history ‘of - the 
General Fund? <A.—Yes. 

Q.—Now there are one or two mat- 
ters I want to ask you about in con- 
nection with your expenditure from 
time to time. I do not know wheth- 
er you have it in your mind, but pro- 
bably you will be able to sav if these 
figures are about correct. Your meet- 
ings of your Supreme Court are 
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rather expensive affairs, or have seen, 
have they not? A.—Very expensive. 

Q.—Why? What are the elements 
that enter into the expense? A.— 
The representatives come from all 
over the world, from Australia, Great 
Britain, all over the United States 
and Canada, and their travelling ex- 
penses to and from the Session are 
paid by the Supreme Court, and 
then, of course, there are the inci- 
dental expenses of meetings, which 
are very small, hal] rents, and other 
expenses we are put to. The chief 
expense is the mileage and per diem 
allowance to the representatives of 
the Supreme Court. 

Q.—A good deal is spent in con- 
nection with these meetings in what 
I may call, broadly, advertising the 
Order. You pay a good many brass 
bands? A.—We are generally quite 
willing to spend money wherever and 
whenever we can to advertise the Or- 
der. We find it pays to keep the 
Order before the public. 

Q.—And your Triennial Meetings 
are rather in the nature of mediaeval 
spectacles, are they not—sometimes 
very spectacular? A.—When the 
Royal Foresters come out in their 
millinery, it is simply grand. 

Q.—I called it a conclave vyester- 
day. You did not, perhaps, like the 
word, at all events each meeting of 
the Supreme Court is made to have 
great spectacular effects? A.—To 
get all the advertising out of it for 
the Order that we can. 

Q.—That cannot, of course, be done 
without money ? "A.—Oh no. 

Q.—And then you are very lavish in 
your entertainment of your delegates, 
are you notP A.—No. 

Q.—Are you not? A.—No. 

Q.—Don’t you give them moon- 
light excursions? A.—No, that’ is 
done by the local organizations when 
we meet. I do not think the Supreme 
Court has ever spent a penny for its 
own entertainment when at our 
meetings. 

Q.—You do not think, for instance, 
you have had banquets or anything 
of that sort? A.—No sir. 

Q.—Then these are the figures that 
have been taken from your records. 
In 1895 you met in LondonP A.— 
Yes. 

Q.—That was a pretty expensive 
jaunte.s Aves. 

Q.—$71,857.26 were the expenses of 
that meeting? A.—You see it is 
away to one side of our whole juris- 
diction. 
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Q.—Did you make any economic ar- 
rangement about the delegates from 
this side travelling over? A.—Yes. 

Q.—Did you charter a vessel? A. 
—Yes, we chartered a steamer by 
which we got over for nearly one-half 
what it would have cost had they 
gone in the ordinary way. 

Q.—Where did the steamer sail 
from? A.—Philadelphia. 


Q.—And it was intended to take 
the delegates, both from the United 


States and Canada, all in that steam- 
er? A.—Yes. 


Q.—Were they all so accommodat- 
ed? A.—A very small delegation 
went from Halifax, I think, the Mari- 
time delegates, but all the rest, the 
Canadians and Americans, went by 
that steamer. 


Q.—Then you say in that way it 
cost about half of what it would have 
otherwise cost? A.—yYes. 


Q.—Why? <A.—Because we got the 
delegates over for a much less sum. 


Q.—That is chartering a steamer 
was less than the individual delegates 
buying ocean passage? A.—yYes, and 
he could not charge any more than 
it cost him, because in those days it 
was actual out of pocket expenses we 
paid; to-day we pay so much a mile, 
according to the nearest route from 
the point of departure to the place 
of meeting. 


Q.—Out of which he pays ail his 
expenses? A.—Yes. 


Q.—Including hotel expenses?. A. 
Yes. 

Q.—What is your mileage? A.— 
5 cents a mile one way, and then we 
give a per diem to cover the hotel 
expenses, $5 a day. 

Q.—Is that per diem while he is 
travelling as well as— A.—From the 
time he starts from home. 

Q.—He gets the mileage from the 
ype he starts till he gets back? A. 
—Yes. 

Q.—Your next meeting was at To- 
ronto in 1898? A.—Yes. 

Q.—That was startlingly cheap? 
A.—Yes. 

Q.—The expense on account of the 
meeting was $32,843.34? A.—Yes. 

Q.—Why? A.—Because it was 
centrally located, in the Great Juris- 
diction, the Jurisdiction where most 
representatives live, United States 
and Canada, it made the meeting 
very much cheaper. 

Q.—In 1902 you met in California ? 
A.—Yes. 

Q.—That was a dear meeting? A. 
—A very expensive one. 


Ind. Order of Foresters. 
(Dr, Oronhyatekha, {s’d.) 


Q.—Was that because it was not 
centrally located? Or was it because 
there were some special features about 
that meeting? A.—The extreme one 
side of the Jurisdiction again, and 
then we went from Los Angeles to 
San Francisco. 

Q.—The cost of the meeting in Cali- 
fornia was $88,871.69? A.—Yes, 
that was the first occasion when we 
had the Australian delegates present. 
There were, if I remember rightly, 
SIX or seven, 

Q.—It would not be proper for a 
mere onlooker to make a suggestion, 
but is not the central location the 
ideal location for a meeting which 
may otherwise be so expensive? 


MR. HUNTER: The Supreme 
Court has so ordered? A.—You will 
be glad to learn the Supreme Court 
have forestalled your suggestion by 
making Toronto the permanent place 
of meeting. 

Q.—In 1905 you met at Atlantic 
City? A.—yYes. 

Q.—That was more central than 
either of the other places, but less 
central than Toronto? A.—Yes. 

Q.—And you had an encouraging 
fall in expense there? A.—Yes. 


Q.—$39,767.12? A.—Yes. 


Q.—And all these four meetings, 
ranging over 11 years, cost $233,- 
339.41? ASV Gs; (Statement Ex- 
hibit 455.) At the present time, in- 
stead of taking the whole of these ex- 
penses out of the year in which they 
occur, I am advised we are setting 
aside a sufficient sum to meet the ex- 
pense of the next meeting so that it 
will appear in our accounts in the 
different years and will not swell the 
expenditure for the one year so much. 


Q.—Then you will levy an assess- 
ment running over the years inter- 
vening between the two meetings? A. 
—Yes, simply a division of it, there 
will be no assessment made on the 
Minutes. 

Q.—I mean you will make estimates 
each yearP A.—yYes. 

Q.—And so provide— 
propriation. 

Q.—Perhaps it is proper I should 
ask you: at $5 a day while a member 
is travelling, stopping and_ return- 
ing, and 5 cents per mile, is there not 
a considerable profit in that for the 
cautious and prudent man? A.— 
Oh, it is with some, but I venture to 
say that you and I would spend a 
little out of our own funds if we were 
travelling on that allowance. 


A.—An ap- 


2300 ROYAL COMMISSION ON 


69th day, September 19, 1906. 


Q.—A man who simply travels and 
pays his hotel bills, and does not 
spend money otherwise saves money? 
A.—Well, some of them do. 

Q.—How much of that would a 
man coming from San Francisco to 
Toronto save, about? A.—Well, if a 
man came 

Q.—If he were of the right nation- 
ality and belonged to the right clan? 
A.—If he came without any sleeping 
car accommodation, as I have known 
of some of our members to do, he 
would save a considerable sum of 
money. 

Q.—How much? <A.—Perhaps 5 
per cent. of what there would be 
paid. : 

Q.—What would that run to in 
money? A.—Oh, I could not say. 

Q.—$100? A.—Oh no. 

Q.—$100? A.—Oh no Take the 
distance to California, about 3,000 
miles, we would probably, pay him 
$170 and he would save, say, $20 
out of that if he did not take a Pull- 
man. 

Q.—If he were of a frugal mind, 
although he was bent upon pleasure, 
he might save a considerable gum? 
A.—Yes. Some of the foreign dele- 
gates I have been told from the Old 
Country, come 2nd class and they 
got 5 cents a mile and: they saved 
quite a large sum. 

Q.—Do you think it would be at 
all reasonable to revise your allow- 
ances in that view, or how does that 
strike you? You would know much 
better than I— A.—My own impres- 
sion is that if we allowed a man to put 
in his bill for expenses to and from 
the Supreme Court, the bills would be 
very much larger. 

Q.—Unless there was a taxing ofh- 
cer? A.—Oh, we have a Taxing 
Committee, but how can you check 
aman? He says, ‘‘I paid so much 
for a meal, and I had so many of 
them, and I had this, that and the 
other expenditure that was necessary 
in travelling, because I travelled like 
a gentleman, myself, and when I am 
travelling for the Order I do: the 
same.’’ We had that system and we 
got the impression that we could 
economise by adopting this new sys- 
ten. 

Q.—<And I suppose no one has been 
so bold as to suggest that the honor 
of being a member of the Supreme 
Court is sufficient remuneration— A. 
—Oh there is great competition in 
the High Court as to who should go, 
but we have never put it that way, 
you should go for the honor of it, so 
that | cannot answer you. 
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Q.—Then another subject I want 
to ask you some questions about is 
the matter of salaries. You have had 
furnished to us a statement of the 
salaries of executive officers ranging 
over the years from 1896 down? A. 
—Yes. 

Q.—And that, I propose, to make 
part of the record and propose to ask 
you a question or two about. I com- 
mence with you because you are at 
the top. A.—I get the most. 

Q.—No, because you are at - the 
top of the Order? A.—Yes. 

Q.—What has been the arrange- 
ment that you have had? A.—Since 
I began I have had a salary ranging 
from $200 a year—or rather from 
nothing: 

Q:—Well, that was not a salary? 
A.—One year it consisted of an ela- 
borate resolution of thanks, but only 
one year, and then I have been paid 
ever .since I have been Supreme 
Chief Ranger a salary ranging from 
$200 to $15,000 a year. 

Q.—I see that sometimes—perhaps 
it is very easily explained—I see that 
in 1896 you drew $10,833.29. What 
was your salary that year? A.—I 
could not tell you. 


MR. HUNTER: $10,000. 


WITNESS: My salary was $10,- 
000. I can tell you that I have never 
a penny over and above the salary 
voted by the Supreme Court. The 
explanation given to me by my as- 
stant is that I did not draw my 
full salary the previous year. 


Q.—Then apparently you were in 
receipt of a salary of $10,000, in 
1897 and 1898. Then in 1899 you 
drew $16,666, while in. 1900 you drew 
only $3,333.32 making for the two 
years $20,000. So, I. suppose your 


- salary was. still $10,000? A.—I 


think it was when I went to India. 


Q.—That would be in 1899? A.— 
At any rate I went somewhere for the 
Order and I drew my salary in ad- 
vance from the time that I left till 
the time 

Q.—Mr. Hunter says that was the 
time you went to Australia, the first 
time? A.—Well, I drew my salary in 
advance. 

Q.—Then you seem to have _ re- 
mained upon that same salary, or to 
have received that same salary dur- 
ing 1901, 1902, 1908, and probably in 
1904 and 1905, but I am not sure 
about that, because the figures are 
irregular. A.—The same. In 1905 it 
ar raised at the meeting at Atlantic 

1ty. 
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Q.—At the meeting last year at At- 
lantic City, what was done about 
your salary? A.—It was raised to 
$15,000. 

Q.—And that is the figures at which 
it still standsP A.—Yes. 

Q.—Here is a Report as to salar- 
ies. It is signed by the members of 
the Committee, one of whom comes 
from Illinois, one from California, 
one from Ohio and one from Hastern 
Ontario, and one from Michigan. 
‘Your committee would recommend 
changes in only two of the officers of 
the Supreme Court, as many of you 
_will remember, the Supreme Chief 
Ranger refused to allow the Supreme 
Court, when it met in London in 
1895, to increase his salary. He took 
the same position at the Supreme 
Court at Los Angeles.’’? (Reads) 
That is apparently founded upon a 
satisfactory condition of matters in 
regard to the General Fund? A.— 
Yes. 

Q.—That is, you were— A.—We 
had practically reached the period 
when the expenditures were within 
the income. 

Q.—That has not reference, you 
think, to the deficit which had been— 
A.—Oh no. 

Q.—Of course in a sense if you 
have reduced your expenditure so that 
it is confined within your’ revenue, 
the situation has been relieved, but 
the debt still remains to be paid? A. 
—Oh yes. That won’t bother us, we 
can pay that. 

Q.—Pay that and the salary too? 
A.—Yes, I am sure it will be gratify- 
ing for you to know that that vote of 


$15,000 was passed unanimously, ex- 


cept one man voted against. 

Q.—I was not there, so I could 
not have been that one to vote 
against it? A.—I am sure you would 
not. 

Q.—Do you mean that I am glad 
for the one, or for the 99. Well, I 
have no doubt the Supreme Court 
felt just as that resolution says? A. 
—I wanted to bring out the fact 

Q.—As the Australian correspon- 
dent says, you are a hypnotist? A. 
—Yes. 

Q.—Are you aware—I do not put 
the question for any personal reason 
—are you aware of any other fra- 
ternal organization whose presiding 
officer is paid as large a salary as 
you are paid? A.—I do not think 
so. 

Q.—You do not know of any that 
anywhere nearly approaches it? A.— 
No, I do not know of any presiding 
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officer of any of the great fraternal 
societies who is required to do as 
much work as I am required to do 
in my office. 

_Q.—Mr. Hunter suggests that we 
institute a comparison with the line 
companies, but you would not like 
thatP A.—I think it will make me 
feel badly to know how little I am 
getting. 

Q.—Well then Mr. McGillivray, the 
Supreme Secretary, has been in re- 
ceipt of $6,000 a year apparently, up 
to last year? A.—Yes sir. 

Q.—Was his salary also raised last 
year? A.—$1,000—made $7,000. 

Q.—That is the whole of Mr. Mc- 
Gillivray’s remuneration is it? He 
has no other fees in connection with 
the Foresters at. all events? A.— 
No, no. 

Q.—He did while he managed your 
ye finances look after the loans? A. 
—Yes, 

Q.—And his salary covered all that? 
A.—Yes. » 

Q.—And our friend’ Mr, Harry Col- 
lins has had a rather more varied ex- 
perience in the last 10 years? He 
commenced with $2,000 a year. In 
the first place did he devote his whole 
time to it? A.—He did not at that 
time. 

Q.—He had $2,000 a year in 1896 
and 1897. And in 1898 he had 
$2,249.94 P A.—It must have been 
$2,250. 

Q.—And in 1899 $2,500? A.—Yes. 

Q.—And in 1900, $2,500? A.—Yes. 

Q.—And the same in 1901, 1902, 
1903 and 1904, and in 1905 what did 


they doP A.—It was made $7,000, 
the same as they paid the Executive 
officers. 

Q.—$7,000? A.—Yes. But his 


rea time is now given to the Or- 
er. 

Q.—As Treasurer? A.—Yes. 

Q.—Or as Organizer or how? A. 
—No, as Treasurer. He occasionally 
goes out and addresses public meet- 
ings. 

Q.—His duties, I should think, since 
your arrangement was completed with 
the Trust Company have not been 
very onerous as Treasurer? A.— 
Well, the responsibility of his position 
and so on demand an adequate sal- 
ary. There was a good deal of re- 
sponsibility in his position, and I 
know that since he has given his 
whole time and better attention to 
the finances of the Order he has saved 
us quite a considerable sum. 

Q.—Then Dr. Millman in 1896 had 
$6,000, and in 1897, which seems to 
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be a different year for him, out of 
the group, he had $6,500? A.— 
That would be in deficient payment 
probably in the previous year, if I 
remember correctly it has always been 
$6,000, until the meeting at Atlantic 
City. 

@._-What did they do for Dr. Mill- 
man at Atlantic City last year? A. 
—Added to his salary $1,000 and 
made it $7,000, and in my opinion, if 
it had been $17,000 we would not 
have been paying any too much. 

Q.—His duties are onerous as medi- 
cal refereeP A.—Oh yes, onerous 
The work is very large, and he does 
his duty better than any other medi- 
cal referee that I know. 

Q.—Well, then I won’t trouble you 
about Mr. Greer or Mr. Fitzgerald, 
because by comparison they do not 
invite observation? A.—No, they are 
small, 

Q.—Though perhaps, by regard to 
what men of similar capacity are re- 
ceiving in other institutions they may 
seem large by comparison, but they 
are small by comparison with your 
other out-goes? A.—Well, I think 
if you get an auditor whose time is 
required every day of the year, Sun- 
days and holidays, and all day long 
they are doing their work, I do not 
think anybody will say we are paying 
them too much. My impression is 
that we ought to pay them more. 

Q.—Then I see Mr. Rea—is that 
the English actuary? A.—Yes. 

Q.—He did not go as far back as 
1897, but in 1902 he drew $730— 
$729.99? A.—Yes. 

Q.—Then he got a very consider- 
able sum the next year, $6,083.26. 
What was the arrangement with Mr. 
Rea? What was the method of his 
remuneration? A.—We were to pay 
him £1,000 a year, and I do not know 
whether those two are divisions of 
that sum, or whether the $600 is due 
to his making the valuation of the 
Report for us, I cannot tell. But 
the arrangement is that we pay him 
£1,000 a year. 

Q.—And you pay him valuations 
besides? A.—Just the expenses. 

Q.—You mean his out of pocket ex- 
penses? A.—Yes. 

Q.—Mr. Hunter says the arrange- 
ment was made at the meeting in 
1902? A.—I do not think so. He 
is one of the employees whom I have 
authority to employ, and not an officer 
elected or appointed at the Supreme 
Court. He was made an officer of 
the Supreme Court at the Los An- 
geles Session. He did his first work 
in 1892? A.—Yes. 
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Q.—The Valuation Report was the 
first work he did? We have not got 
him in 1897 here. Mr. Rea was very 
well paid for the work he did? A. 
—QOh, he was well paid. Neverthe- 
less his work was full value to the 
Order. 

Q.—It was worth all you paid him 
to get the Board of Trade Returns in 
such shape that they could go in and 
pass inspection. He was not doing 


-simply actuarial work. He had 


charge for some little time of our 
head office in London and had control 
of the organizing officers. 

Q.—I see you are paying out—I do 
not know whether this overlaps or 
not—I see you paid out large sums 
for actuarial work in addition to 
what was paid to Mr. Rea? A.—Yes. 

Q.—Where was that work done? A. 
—In the Old Country chiefly. 

Q.—Under Mr. Rea’s supervision? 
A.—No, it was an independent man, 
Mr. William Schooling. 

Q.—I see one year it ran as high 
as $38,000, actuarial work apart from 
Mr. Rea. What was it about. 

MR. HUNTER: What year was 
that? 

MR. SHEPLEY: That was 1900. 


MR. HUNTER: That would be in- 
clusive of Mr. Rea. 

MR. SHEPLEY: Q.—By the way, 
there was something I wanted to ask 
you, but omitted. This is out of 
place, but, perhaps, you will tell me 
just here, you spoke yesterday of Mr. 
King having prepared a certain state- 
ment which you put before us? A. 
—Yes. 

Q.—What is the history of that 
statement? - Did you procure that 
from himP A.—No. 

Q.—What was the occasion of his 

making it? A.—He was employed 
by some of the old line companies, as 
we say, by somebody at any rate, be- 
cause he is not accustomed to do that 
sort of work for nothing—to calculate 
the future history of the Order, and 
he gave that calculation, and as I 
say it very materially affected us in 
our work in Great Britain, for a little 
while. 
_ Q.—In the ten years 1896 to 1905, 
inclusive, you have paid salaries of 
officers $322,330? A.—I should ima- 
gine so. 

Q.—Wages of office employees, $600,- 
504.10, organizers’ salaries $945,549.- 
Ke een ne expenses $771,496.36 ? 

.—Yes. 


(The Commission then adjourned to 
10.30 to-morrow.) 
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—Examination of DR. ORONHYA- 
TEKHA continued: 


MR. SHEPLEY: This is produced, 
and I put it in subject to verification 
of course, but I have no doubt it is 
eorrect, as a table prepared in pur- 
suance of the request of your Hon- 
ours in respect of the difference be- 
tween the old and new rates, and it 
is interesting. It is not only inter- 
esting, but in some respects it is 
startling. It is arranged in five col- 
umns, the first column being the age, 
the second column being the 1881 rates 
per thousand of insurance, the third 
column the present rates per thou- 
sand, monthly of eourse; the next 
column is the difference, and the last 
column of all is the increase in terms 
of percentage. At age 18 the increase 
was from 60 to 76 cents, or an increase 
of 26.7. At 19, 61 and 78 cents, or a 
difference of 27.9. So the rates go 
till you reach 34, which is said to 
have been the average age. 

WITNESS: Thirty-five. 

Q.—Said to be the average age, 
when the difference is 76.9 per cent. 
increase; and then on to 54, when the 
difference is 110.8. I won’t read it 
all. Your Honours will see how the 
increase sprang up with the increas- 
ing age. 

JUDGE MacTAVISH: The increase 
of rates was in 1899. 

WITNESS: 1899 it went into 
effect. 

MR. KENT: The rate to the older 
members was practically doubted. 

MR. SHEPLEY: Taking the aver- 
age age 35, it was nearly doubled, 
nearly 77 per cent. 

JUDGE MacTAVISH:. At age 54 
it was more than doubled. 


MR. SHEPLEY: It was exactly 


doubled at 49, 50 and 51. There is 
something there, it may be accidental, 
the rate goes up and then goes down 
again. 
MR. HUNTER: Percentage of in- 
crease. 

JUDGE MacTAVISH: Does that 
apply to new members only? 

WITNESS: After first January, 
1899. 

MR. SHEPLEY: The old rates are 
still being paid by the members? A. 
—The old rates were too low alto- 
gether between certain ages. 

Q.—Did you levy the increase upon 
the old members or only upon the 
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new? <A.—Only upon the new mem- 
bers. 

MR. HUNTER: And it was in con- 
nection with that the doctor’s evi- 
dence was that the old members pay- 
ing the old rates still contributed over 
their own mortality nearly a quarter 
of a miliion last year? 


MR. SHEPLEY: This fluctuates up 
and down, for instance it reaches 100 
at age 42; then it goes to 102. 104, 
then down to 103, then up to 104, and 
then down to 100 again, and then 
up to 110? 

WITNESS: The fluctuations of 
rates existed in the old rates, and 
this is supposed to be the equitable 
premium rate for all ages, and if they 
were inequitable in the old rate of 
course the difference would be greater. 

Q.—That is you graded your rate 
preserving proportionate inequalities ? 
A.—Corrected the inequalities that 
existed in the old rates. The rates 
from say 50 upwards in the old rates 
were higher in proportion to the rates 
at 40 and 42 and along there. 


—Memorandum produced showing 
comparison of oid and new rates filed 
as exhibit 456. 

Q.—You seem to be armed with an- 
other paper, is that something else? 
A.—Nothing else unless you want 
more information about Australia ex- 
pense. 

Q.—I was going to ask one or two 
questions about that? A.—Perhaps I 
had better put in this. It shows our 
Australian expenses which you and 1 
both agree are enormously high when 
compared with a leading old line com- 
pany operating in Canada in the 
ordinary field. You see the average 
of the cost per member in the I. O. 
F. in our Australian operations — 

Q.—Cost per application secured ? 
A.—Yes. 

Q.—That is a comparison compiled 
in your office of course? A.—Yes. 

Q.—Between the cost in Australia 
per member and the cost in a leading 
Canadian old line company in its or- 
dinary field of operation? A.—Yes. 

—Memorandum produced showing 
comparison between cost of I. O. F. 
per member secured and the cost in 
a leading Canadian old line company 
marked as Exhibit 457. 

Q.—This is a statement of the ex- 
penditure of the Hon. W. H. Monta- 
gue in Australia, 25th April to 31st 
December, 1901. We shall probably 
have to ask some questions of other 
people about it, but there is one item 
in it I want to ask you about; see 
whether it is ‘‘special additiona? 
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allowance’ or ‘“‘special Australian 
allowance, arranged with S. C. R. 
£200,’ is that Australian? A.—Yes. 

Q.—I want your explanation of 
that? A.—I agreed when he con- 
sented to go to Australia to increase 
his salary by a certain amount per 
month, and that is the amount when 
counting the number of months he 
was there. 

Q.—What was the amount per 
month? A.—If I remember correct- 
ly it was $100, but I am simply giv- 
ing it from memory, the records will 
show how much. I was under the im- 
pression it was so much per month in 
his salary, it may be the correct state- 
ment that I agreed to increase his 
salary by $1,000. 

Q.—This would be apparently for 
eight months? A.—About that time. 

Q.—So that if you divide eight 
months into the £200 you would get 
what it would represent per month? 
A.—Yes. 

Q.—What was the reason of that in- 
crease? A.—Because he was going 
away from home, and he said he want- 
ed to take his wife, and I did not 
really want to separate man and wife, 
and I made him an extra allowance 
for that extra expenses to which he 
was put that he would not have in- 
curred if he had been left at home. 

Q.—That is your explanation with 
regard to that? A.—That is my re- 
collection in regard to it, and J think 
it is correct. 

Q.—I wiil not trouble you with tle 
rest of the account because it passed 
your auditors, and they will probably 
be the best witnesses with regard to 
that? A.—I think I ought to state 
that Montague increased our receipts 
of new members— 

Q.—That is what he went for? A. 
—yYes; from 50 or 60 to 200 and 300 
a month; so that he was well worth 
the extra we paid him. 

Q.—There are two items of expendi- 
ture in addition to the items I was 
last asking you about last night, and 
to which I would like an explana- 
tion; we had run briefly through the 
salaries of the officers, the emnlovees. 
the organizers and the organizing ex- 
penses? A.—Yes. 

Q.—There is a great fall in the or- 
ganizing expenses between 1903 and 
1904, you will remember that, that 
was when you commenced to retrench? 
(Nee View 

Q.—They fell from $122,000 in round 
numbers to $65,000? <A.—Yes. 

Q.—In 1905 it was $81,000, so that 
it raised again, but it still was not 
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up to the old mark of $112,000, $132,- 
000, $171,000, and so on? A.—Yes. 


Q.—In the last two years, 1904 and 
1905, while your organizing expenses 
show the decrease that I speak of an 
item is added: ‘Bonuses and com- 
missions’? amounting in 1904 to $35,- 
000, nearly $36,000, and in 1905 to 
over $40,000; have you anything to 
say with regard to those items? A. 
—The increase in 1905, I think, is 
due to the Supreme Court Session, 
the special extra expenses. 

Q.—No, this is organizing expenses? 
A.—No, but the other expenses there, 
you said the expenditures rose again 
in 1905, I think 

Q.—From $65,000 to $81,000? A. 
—I think that was due to the extra 
expenses incurred by reason of the 
Supreme Court session in 1905. 

Q.—No, this was merely organizing 
expenses? A.—Well then, the com- 
missions and bonuses are commissions 
and bonuses paid to organizing offi- 
cers, special organizing officers. 

Q. ‘—They should be included in the 
organizing expenses? A.—Certainly. 

Q.—And if you add the bonuses 
and commissions for the two years, 
1904 and 1905, you do not show any 
retrenchment at all? A.—Probably 
not in the organizing field. 


Q.—That seems to be out of line 
with the policy which was laid down 
so vigorously and so vigorously car- 
ried out by the Executive? A.—No, 
the economies were not applied so 
severely to the organizing forces as 
to other matters, for instance the pub- 
lication of “The Forester.’ 

Q.—They were applied pretty vig- 
orously to the organizing field 
abroad? A.—QOh yes, but they. might 
easily have been augmented in Can- 
ada and the United States, which is 
the policy in existence, that we 
should confine our work principally 
to Canada and the United States. 

Q.—Then we will have to modify 
the description we gave of your poli- 
cy yesterday, because we were rather 
treating it yesterday as a_ retrench- 
ing policy upon the whole, it was 
rather a shifting of the expenditure 
from one to the other? A.—I think 
you will find, I have not had time 
to look at it, but there must have 
heen some reduction, I do not exact- 
ly understand the reason why it is 
in that state. 

Q.—There is some reduction, it was 
reduced from $122,000 to $101,000 
and then the next year it goes up 
to $122,000 again, adding bonuses and 
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commissions to what are put under 
organizing expenses? A.—Yes. The 
new policy is rather an entire change 
of the organizing methods to give to 
members in every court these bonuses 
and commissions who secure members, 
individual members. This is a state- 
ment prepared by us and I think you 
will be able to verify it, showing the 
percentage of expenses there and 
showing the diminishing— 

Q.—That I intend to take up at 
another time, and unless you feel very 
urgent about it I would rather not 
touch it just at the moment? A.— 
Very well. 

Q.—What you apparently did was 
to retrench in salaries and to increase 
in bonuses and commissions, that is 
paying your workers by the plece 
rather than by the day? A.—Yes. 
You must remember that the mere 
figures alone do not represent wheth- 
er there was an increase or decrease, 
it is dependent upon the income re- 
ceived. 

Q.—The amount of business done? 
A.—No, I mean on the income re- 
ceived. If our income was consider- 
ably larger we might spend a little 
sum just in the figure, and still there 
be a reduction in the expenditure. 

Q.—So that the figures may be upon 
record, we should add to organizing 
expenses for the ten years which this 
statement covers for bonuses and 
commissions the sum of $76,304.50? 
A.—Yes, that is a part of the organ- 
izing expenses. j 

Q.—Let us take up the official or- 
gan, that is the newspaper called 
“The Forester?’’ A.—Yes. 

Q.—From the minutes yesterday 
there was a date it was thought to 
economize in the management of the 
official organ? A.—Yes. 

Q.—And the method you took, do 
you remember just off-hand what it 
was? A.—In the first place to reduce 
the size of it just by one-half, and 
then afterwards by publishing it bi- 
monthly instead of monthly. 

Q.—There were two stages of eco- 
nomic reform, one was where you re- 
duced the size and the other where 
you made it bi-monthly instead of 
monthly? A.—Yes. 

Q.—When you sav bi-monthly you 
mean every two months? A.—Yes. 

Q.—This is the’ resolution that 
was passed on the 23rd February, 
1903: ‘‘It was further resolved in 
conformity with the action this day 
taken looking to the curtailment of 
expenses that such reduction in the 


number of pages of the official organ. 


be made as will bring the expendi- 


145 


Ind. Order of Foresters. 
(Dr. Oronhyatekha, x’d.) 


ture for that purpose within the 
amount equal to ten cents per annum 
for each member, such expenditure 
to be pro-rated in equal amounts 
monthly,’ that was the first of the 
changes? A.—Yes. 

Q.—I have not found the other 
change indicated in the minutes, per- 
haps that was done without a min- 
ute, the change making it bi-month- 
ly P A.—I do ‘not know whether 
that would be in the minutes, it may 
have been determined among us. 


Q.—Then we ought to find perhaps 
a substantia] retrenchment in the ex- 
penses under that item, as we follow 
it out in this-statement? A.—Surely. 


Q.—The official organ in 1896 cost 
$22,318; it rose to $26,000 odd in 
1897, to $33,000 odd or nearly $34,- 
000 in 1898, to nearly $388,000 in 
1899, to nearly $38,000 again in 1900, 
and then in 1901 it sprang to $59,- 
245? A.—Yes. 

Q.—That was your high-water mark 
in expense as far as the official organ 
is concerned? A.—Yes. 

Q.—Do you offer any explanation of 
the sudden and great increase in cost? 
A.—Only to the increase in our mem- 
bership. 


Q.—That would require a_ larger 
edition? A.—Of course. 

Q.—In what little I know about 
these matters the size of edition is 
not a very great element, it is the 
size of the paper itself, that is the 
element ? A.—The number of the 
edition certainly is the leading govern- 
ing principle; if you publish 200,000 
this year and 250,000 next year you 
will find it cost you a lot more. 

Q.—That is your experience in deal- 
ing with publishers? A.—Certainly. 

Q.—Of course it makes some differ- 
ence but it is not in the ratio of the 
number? A.—I cannot understand 
how it could possibly not cost more 
if we issue a larger edition. 

Q.—I do not say it does not cost 
more, but I say it does not cost in 
the ratio of the increase? A.—I do 
not know about that. 

Q.—In 1902 it had dropped to $42,- 
000, in 1903 when you applied the 
shears, to $34,000; 1904 to $30,000; 
1905—that must have been the year 
when you made it once in two months? 
A.—Yes. 

Q.—It dropped ' to $21,000? <A.— 
Yes. 

Q.—In all vou have expended upon 
the official organ $345,401, or an an- 
nual expenditure of $34,540 for the 
ten yearsP A.—Yes. 
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Q.—Does the official organ contain 
advertisements? A.—Very few, but 
anything paid for advertisements is 
paid back into the fund. 

Q.—That is it goes to reduce the 

expense? A.—Yes. 
_ Q.—It is not then a self-supporting 
journal, perhaps it never was intend- 
ed to be self-supporting? A.—Oh no, 
we get a subscription from each mem- 
ber for ‘‘The Forester.” 

Q.—Does not that go against the 
expenses or into a general fund? A. 
—It goes to the general fund. 


Q.—Another item in the expense 
that I want to ask you two or three 
questions about is under the heading 
of legal expenses; you afforded a very 
admirable encouragement to a_ very 
noble profession? A.—It was not by 
our good will that the encouragement 
Was given, I can assure you. 

Q.—In the ten years you have ex- 
pended $132,290 in legal expenses? 
A.—Yes. 

Q.—In 1896 it was $4,573.78: they 
arose in 1897 to $5,461; 1898 $7,500; 
1899 $13,020; 1900 to $13,510; 1901 to 
$15,500; 1902 $14,800. Then they fell 
back in 1903 to $13,650. 1904 they 
raised with a bound. $23,200: 1905 
they were nearly $21,000. How do 
you account in the first place for the 
increase in 1899 from $7,500 to $13,- 
000? A.—It is not of certain know- 
ledge, but I imagine it was due to the 
fact that we arranged with our Sup- 
reme Counsellor to take his whole 
time. 

Q.—I do not think that was so far 
back as 1899? A.—No. ji 

Q.—I am speaking of that year? 
A.—I cannot tell unless it was due 
to having more cases in dispute. The 
legal expenses in connection with de- 
fending suits and suicide cases would 
be all included in that, in which it is 
shown by the statement that we saved 
a very large amount. 

Q.—I do not ask about 1904 and 
1905, because those are explainable 
upon the face of the minute? A.— 
Yes. 

Q.—You have been of course liberal 
with your legal advisers as you have 
been liberal with everybody? A.—The 
legal advisers file their bill and we 
have to pay them whether we like it 
or not. In some cases I have thought 
they were very excessive, but had no 
remedy, and it is not good policy to 
quarrel with your lawyer. 

Q.—Then the Order made some pro- 
vision for the hungry at one time, 
you had a Cafe? A.—Oh yes. 

Q.—It was called the Temple Cafe? 
A.—Yes. 
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Q.—And it adjoined your building? 
A.—Yes. 

Q.—How long did you run that? 
A.—I think about a couple of years. 

Q.—Do you remember when it 
ceased? A.—1901. 


Q.—You had run it for a couple 
of years prior to 1901 and it was that 
year discontinued? A.— Yes. 

Q.—Discontinued why? 
cause it did not pay. 

Q.—Have you ever had an estimate 
made of what you lost in running the 
cafe? A.—At the time we closed it 
we had an estimate made of what 
we had lost and we decided to close 
it. 

Q.—What about had you lost by 
it? A.—I do not remember at all 
what the amount was. 

Q.—Let me see if I can assist you; 
did the items in connection with that 
go through your supply account? A. 
—Yes. 

Q.—You told-us, I think, the first 
day we were discussing your organi- 
zation, that the ordinary items of 
supply yielded you a profit? A.—Oh 
yes, but I was thinking at that time 
of the ritual and the forms and the 
constitutions and supplies of that 
character. 

Q.—Those yield you a profit? A. 
—Yes, but this item escaped my mind 
altogether at that time. 

Q.—In the ten years, of course we 
only want the thing in the large and 
not in detail, in the ten years your 
supply receipts were $142,449.81? A. 
—Yes. 

Q.—Was there any other item en- 
tering into your supplies account be- 
sides the cafe that was at a loss? 

MR. HUNTER: Excuse me, that 
is not quite accurate. 

MR. SHEPLEY: What I am ask- 
ing you is this, was there anything 
else going through the supplies ac- 
count that was unprofitable besides 
these Temple Cafe accounts? A.—I 
do not think so; of course you will 
understand that when the Supreme 
Court changed the constitution and 
those changes required new forms we 
had to destroy the whole of the stock 
on hand and vrepare new ones alto- 
gether. 

Q.—The figures that are given me 
are that your expenditures through 
the supplies account amounted to 
$279,336? A.—Yes. 

Q.—That would show a total loss 
on supplies account of $136,886? 

MR. HUNTER: Those figures are 
not right; I do not want you to adopt 


A.—Be- 
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them at this stage. First of all he 
has read the wrong line to begin with. 

MR. SHEPLEY: At all events, if 
We examine the supplies account and 
if we ascertain that there is upon the 
whole conduct of the ‘account a loss 


it is not unfair to attribute that to- 


the running of the cafe? A.—Oh 


surely, part of it. 


Q.—You did not lose anywhere 
else, on the contrary you made gains 
elsewhere? A.—We lose whenever we 
destroy our forms and have to print 
new ones. 

Q.—Is there any way of measuring 
that? A.—I think .so, and I see no 
reason why we would not be able to 
give you the exact loss on the cafe. 

Q.—That is what I want to get; 
ve think that could be done? A.— 

es. 

Q.—I want to ask you some ques- 
tions a little more in detail, but not 
very much more in detail than I did 
yesterday about the Orphans’ Home; 
how did you in the first place pro- 
vide for the moneys that were ex- 
pended there, and how much money 
was originally expended? A.—A very 
small amount from subscriptions of 
the membership, voluntary subscrip- 
tions. 

Q.—When you say a very small 
amount can you give me an idea, was 
it in hundreds or thousands? A.— 
No, perhaps twenty or twenty-five 
thousand. 

Q.—Then that did not go very far? 
A.—No. 

Q.—Then what did you do? A.— 
I consulted the Executive, and they 
authorized the borrowing of what 
funds were necessary to complete the 
Home from what funds were avail- 
able to borrow from, the sick and 
funeral funds chiefly. 

Q.—How much was borrowed? A. 
—The whole balance. 

Q.—How much? A.—Probably 
$200,000 or a little more. 

Q.—We have a statement in the 
minutes from which I was reading 
yesterday which perhaps will give us 
the net result at the conclusion suffi- 
ciently. At the same meeting at 
which you were authorized deben- 
tures to indemnify the mortuary fund 
and the sick and funeral fund you 
passed this resolution: ‘‘Whereas the 
Supreme Chief Ranger in carrying 
out the plan for the erection and 
equipment of the Orphans’ Home at 
Foresters’ Island has incurred in the 
name of the society obligations aggre- 
gating more than $50,000 above $100,- 
000 borrowed for that purpose from 
the sick and funeral fund’’—that 
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measures the original dip into the 
sick and funeral fund at $100,000? 
A.—Yes. 

Q.—And you had incurred in the 
name of the society obligations aggre- 
gating more than $50,000; the exact 
amount does not seem to have been 
known? A.—Yes. 

Q.—‘‘For material, labor, machin- 
ery, etc., entering into the construc- 
tion and equipment of such Home’’— 
was that obligation or were those obli- 
gations above the $100,000 ever re- 
turned to the Insurance Department? 
A.—Not «vet. 

Q.—It was not shown as a debt of 
the society? A.—Yes. 

Q.—It never was shown as a debt 
of the society in your returns to the 
insurance department? A.—I do not 
know as to that; if you say they were 
not you have seen the returns. 


Q.—‘‘And whereas it is expedient 
to provide $50,000 to meet such ob- 
ligations. Be it therefore provided,”’ 
etc. (Reads to the words ‘‘general 
fund of this society ?’’) A.—Yes. 

Q.—‘‘Resolved further that the Sup- 
reme Chief Ranger, Supreme Secre- 
tary and Supreme Treasurer issue a 
like debenture for $100,000 to be held 
by the society as evidence of the in- 
debtedness incurred in_ borrowing 
sums of money,’’ etc. (Reads to the 
words ‘‘be charged against the Or- 
phans’ Home contributions.’’) Let us 
see if we just put that in the shortest 
possible fashion; you had taken al- 
ready $100,000 out of the sick and 
funeral fund? A.—Yes. 

Q.—And the Orphans’ Home was 
not of course in any way a charge on 
the sick and funeral fund? A.—No. 

Q.—If you were entitled to go into 
the enterprise at all you ought to 
have done it out of the general fund? 
A.—We are going to do it out of the 
general fund. 

Q.—I say if you were entitled to 
go into the enterprise at all that is 
where the money ought to come from? 
A.—Yes, and from which it will come 
eventually. 

Q.—You have issued two debentures, 
one for» one hundred thousand dol- 
lars, which is held in trust for the 
sick and funeral fund bearing inter- 
est? A.—Yes. 

Q.—You have issued a debenture 
which is held by the Standard Bank 
—did you borrow the monev there? 
A.—I could not tell you, I think not. 

Q.—Have you borrowed it any- 
where? A.—I cannot tell you. 

MR. HUNTER: It was- borrowed 
from the Standard Bank. 
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MR. SHEPLEY: The Standard 

Bank lent $50,000? A.—Yes; I was 
not sure of that, because I have not 
closed the accounts of the Home, and 
I want to do that myself. 
_ Q.—Has the $50,000 been expended 
in discharging the obligations, or is 
it being expended ? A.—Yes, it is 
not quite all expended yet. 

Q.—Will $50,000 be enough to dis- 
charge the obligation or will there be 
some outstanding? A.—I hardly think 
it will be enough, we will have to pro- 
vide a little more money. 

Q.—Is the Orphans’ Home com- 
plete? A.—Yes, complete with just 
one or two outbuildings, hen-house 
for instance, because we are going 
into hen industry there and teach the 
children how to raise hens and partly 
maintain— ; 

Q.—The building is erected and 
completed and equipped throughout? 
A.—Yes, throughout, and is said to be 
ay most complete of its kind in Can- 
ada, 

Q.—And it is in operation? A.— 
Yes; we have 19 orphans there now 
and applications are coming in. 

Q.—How long since it was complet- 
ed and since it commenced to be occu- 
pied? A.—It was occupied I think 
last March. 

Q.—You mean of this year, 1906? 
A.—Yes; it may have been a month 
or two earlier. 

-Q.—Mr Hunter tells me what I 
think I had known before, that you 
were in error in stating that the 
other debentures had actually been 
issued in respect of the mortuary and 
sick and funeral funds? A.—Yes, I 
learned that last evening myself. 

Q.—That was an error? A.—Yes. 

Q.—That the debentures had never 
been issued? A.—Yes. 

Q.—Did you learn why? A.—No. 

Q.—You did not learn that you 
were advised it was a transaction you 
had no power to enter into? A.—No. 

Q.—You do not recall thatP A.— 
No. I think it was just having too 
much work to do. You know you 
have given us a powerfu] lot of work 
lately. It might seem strange to you 
that some of these things were not 
attended to. We have tried to comply 
with your requisitions, but perhaps 
have not been able to comply with 
some of them. — 

Q.—There is a matter which has 
been suggested. I sometimes receive 
suggestions which I can assent to, and 
sometimes I receive suggestions that 
I cannot, but it has been suggested 
that I should ask you a question or 
two in regard to a clause in your 
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constitution. It is known generally 

as clause 188, but it is now clause 

ue of the present constitution? A.— 
es. 

Q.—Do you recognize it by this 
number? A.—No. The numbers were 
re-arranged at the last Session and I 
have not had a moment’s time to give 
it attention. 


Q.—This is the present form of it, 
rule 176, page 235 of this compilation: 
“No letter, circular or document re- 
lating to the Order shall be made, 
printed or circulated by any Court 
or encampment or member of the 
Order, without the sanction in writ- 
ing of the Supreme Chief Ranger or 
the High Chief Ranger of the juris- 
diction.’’ That is the way it com- 
mences? A.—Yes 

Q.—The ianguage of section 188, so 
far as I have read it, is the same as 
in the constitution of 1902: ‘‘No let- 
ter, circular or document relating to 
the Order*shall be made, printed, or 
circulated by a Court or member of 
the Order without the sanction in 
writing of the Supreme _ Chief 
Ranger.’? What was the object of 
that? A.—Primarily to prevent some 
secession moveménts from the Order, 
and to prevent the circulation of beg- 
ging letters, which were getting to 
be ga nuisance. 

Q.—Begging letters written from 
whom to whom? A.—From a subor- 
dinate Court having a member ill, 
they would undertake to issue a beg- 
ging circular and circulate it among 
the Courts, and we wanted that this 
should be got under control, either 
by myself or the High Chief Ranger 
of the jurisdiction. 

Q.—That was one abuse? <A.—Yes. 

Q.—You were speaking about some 
se towards secession? A.— 

es, 

Q.—Were there any attempts of 
that sort? A.—yYes. 

Q.—There were cabals in the Order ? 
A.—To give an illustration in short; 
the Court, I think it was at Forest, 
issued a circular to the Courts in the 
district, suggesting a convention in 
order to insure the action of the Su- 
preme Court with reference to legis- 
lation passed at the previous session. 

Q.—Now let us just analyze that 
for a moment. You are getting at 
the sort of thing I want to ask you 
about? A.—Let me just add, it was 
brought to my notice, and I suspended 
the charter of the Court issuing the 
circular. 

Q.—The subordinate Courts sent 
their delegates to the High Court. 
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and the High Courts sent their dele- 
gates to the Supreme Court, and the 
Supreme Court is the last resort of 
the deiegates of the members of the 
subordinate Courts? A.—Yes, of the 
Order. 

Q.—And every member of each sub- 

ordinate Court is interested in what 
his representatives are doing in the 
Supreme Court? A.—Yes. 
- Q.—Well, is the Supreme Court in- 
tended to be above criticism by it- 
self? A.—Certainly not, but only in 
a constitutional way. Any grievance 
should be sent throug} the representa- 
tives to the Supreme Court from the 
jurisdiction. 

Q.—That is the people—let us call 
them the constituents—because that 
is what they are— A.—Yes. 

Q.—The constituents are not per- 
mitted to address each other upon 
subjects of interest passing in the 
Supreme Court? A.—They are not 
permitted to use the machinery of the 
Order 

Q.—This goes further than that; 
they are not permitted to write.a let- 
ter? A.—Well, they may write a let- 
ter advocating secession and asking 
the Court to take proceedings in a 
certain direction, and we say they 
have no business to do that; they 
ought to send their grievances in the 
first place to their own High Courts 
where they wouid be aired in a con- 
stitutional way. 

Q.—They are to complain of what 
Caesar has done to Caesar himself? 
A.—But they should not use the 

machinery of the Order to spread any 
secession movement. 

Q.—I can appreciate that, but this 
rule is much wider in its bearings 
than that? A.—Yes. I think you 
will find the rule in the constitution 
when it begins to deal with a subject 
covers the whole subject. 

Q.—Just put it together, leaving 
out the additional words, ‘‘No lett« 
relating to the Order shali be circu- 
lated by any member of the Order 
without the sanction in writing of the 
Supreme Chief Ranger.’’ That is your 
sanction must be given before a mem- 
ber of a subordinate Court can ad- 
dress a communication in writing to 
another member of the Order upon 
any subject in which they are inter- 
ested which has been before the Su- 
preme Court? A.—I think it says 
“Court’’—not a member. 

Q.—‘‘Shall be made, printed, or cir- 
culated by any Court or member of 
the Order??? A.—Yes, the intention 
of the law was to prevent the circu- 
lation of these letters and documents 
in our subordinate Courts. 
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Q.—Do you approve of the principle 
of practically stifling criticism and 
discussion? A.—Most cordially I dis- 
approve of the principle of giving 
members a free hand to breathe dis- 
content in the Order, and it has work- 
ed like a charm. We have had no 
complaints from the members. 


Q.—You cannot get them unless you 
endorse them? A.—They can write 
to me. 

Q.—Unless you endorse them they 
can make no complaint? A.—But I 
say there are no complaints to me of 
this law and the fact that no amend- 
ment has been offered in the Supreme 
Court all these years shows that there 
is no discontent in the Order with re- 
ference to that rule. 


Q.—You have rot heard; probably 
you would not hear of the discontent 
if there were discontent? A.—I would 
be the first one to hear. They write 
to me, and they talk right out to me 
when they are writing of any griev- 
ance as they ought to, and as they 
have a perfect right to do. Let me 
Say Just in this connection, because I 
believe it is largely due to that section 
of the constitution, I know of no so- 
ciety of which in later years there has 
Hee as much harmony as in the I. 


Q.—And you think it is largely due 
to the passage of this clause in the 
constitution? A.—Yes. If they have 
any grievance they have to wait un- 
til their High Courts meet, and then 
if it is of sufficient importance, and 
approved by a majority of the mem- 
bers—that is the grievance endorsed 
—then it goes up to the Supreme 
Court and is there considered. 


Q.—You started to give me an il- 
lustration, I do not know whether you 
completed it or not, but it was for 
the purpose I was aiming at a very 
good illustration. The Supreme Court 
had passed some article of the con- 
stitution which was being criticised 
you told meP A.—yYes 

Q.—Do you remember what it was 
about? A.—It was I think with re- 
ference to the rates of the sick and 
funeral department. 

Q.—With reference to the rates 
which the Supreme Court was estab- 
lishing or had established? A.—Yes. 

Q.—And what was it that happen- 
ed? A.—When I suspended this par- 
ticular Court. 

Q.—What was done that you sus- 
pended the Court for? A.—Well, the 
agitation was begun here that we had 
no right in the Supreme Court to 
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touch the rates, which was a very 
dangerous doctrine. 

Q.—That was a dangerous doctrine? 
A.—Surely. ° i 

Q.—It was a doctrine, the investi- 
gation of which would I suppose bear 
the light of day? A.—Surely. 

Q.—And there was, I suppose, a 
right to every member of the Order 
to have his honest individual opin- 
ion upon the subject? A.—Quite so, 
expressed in a constitutional way. 

Q.—Expressed in a constitutional 
way by a member upon the floor of 
the Supreme Court? A.—By istruc- 
tion to your delegate to the High 
Court to make the complaint to the 
High Court, and then if the com- 
plaint is upheld by the High Court, 
then it goes on to the Supreme Court, 
and each delegate from that High 
Court is bound to represent the views 
of his High Court upon the subject. 

Q.—But there can be no_inter- 
change of criticism, of critical ideas 
upon the subject between Subordinate 
Courts at all? A.—Well, I would 
not— 

Q.—No interchange of views upon 
the subject in writing? A.—I would 
not go so far as that. 

Q.—The rule goes as far as that? 
A.—Perhaps the rule goes that far, 
but the Supreme Chief Ranger ought 
to exercise some judgment. 

Q.—That brings us back to the idea 
you expressed some time ago that in 
the construction and administration 
of the constitution you must trust 
something to the discretion and good 
judgment of the chief executive? A. 
—Yes, and we have found that an ex- 
cellent rule so far. 

Q.—Now, I take up another sub- 
ject. You remember the acquisition 
by the Order of the control of the 
Provincial Trust Company? A.—Yes. 

Q.—You were familiar with the sub- 
ject at the time, and can perhaps 
give me the history of that in detail? 
A.—When the Executive decided to 
get a subsidiary corporation to take 
charge of our investments we made 
inquiries, and we found that the 
Government had decided not to is- 
sue any more charters for Trust com- 
panies. - 

Q.—What Government are you 
speaking of? A.—The Provincial 
Government. 

Q.—The Ontario Government? A. 
—Yes. I think it was Mr. Laidlaw 
suggested to me that we might buy 
the charter of the Provincial Trust 
Company, and subsequently when we 


decided to try to buy that the Exe- . 
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cutive authorized me to take the 
necessary steps to do that. 

Q.—Do you remember—let me not 
go too rapidly over that—do you re- 
member that an application was made 
to your body, to your executive by 
the - Provincial Trust Company to 
come to their assistance sometime be- 
fore you decided to do so? A.—No, 
I do not remember that. 


Q.—The minutes say. on the 13th 
December, 1898: ‘‘On the application 
of Mr. Beith of the Provincial Trust 
Corporation for a re-organization of 
that company it was resolved that 
no action be taken.’’ That was as 
far back as December, 1898? A.— 
Yes, I remember that. 


Q.—Mr. Beith was the manager of 
aie Provincial Trust Company? A. 
—Yes. 

Q.—And you do remember the oc- 
casion? A.—Yes. 

Q.—Just give us what took place 
on that occasion as well as you re- 
member it? A.—Nothing, except 
that 

Q.—What was the application for? 
What did Mr. Beith want? A.—A re- 
organization so as to take in some of 
the interests, so that the Foresters 
would take some of the interests of 
the Provincial Trust Company, larger 
than they had at that time, and we 
decided that it was not to our inter- 
est to take any part in the Provin- 
cial Trust Company. 

@.—You did not then arrive at the 
policy that you would have a subsidi- 
ary corporation to handle your invest- 
ments? A.—No. 

Q.—That was a subsequent matter? 
A.—Well in a sort of a way. Because 
at that time the Provincial Trust 
Company would act for us if we 
wanted. in our investments. 

Q.—I suppose any trust company 
would have acted for you, taking your 
money and investing it if you desired 
it. Now tell*me what originated the 
idéa of your having a subsidiary cor- 
poration P A.—It had been repre- 
sented to me by leading members all 
over the country that they regarded 
the Order as perfect, and the only 
danger was in the future, with another 
executive, that there might be less 
forethought or care exercised in our 
investments of the property of the 
Order, in other words that the only 
point that they saw in. ‘which the 
Order might be considered to be weak 
was in the investment of its proper- 
ties, not during our administration, 


as they said to us, but that at some 


future time it might become— 


ix. 
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Q.—That was a polite way of put- 
tne it to the present executive? A. 
—Yes. | 

Q.—Of course at some time in the 
future somebody else may be in charge 
and we do not know who that may 
beP A.—No. 

Q.—Did you share that view your- 
self P A.—After consideration I 
thought our strength would be great- 
ly increased if we got some men of 
standing in the community to prac- 
tically invest for us, of course re- 
serving such representation in what- 
ever company might be formed to do 
this work for us, and the executive, 
as would assure the safety of the in- 
vestments made, and the more I 
thought about it the more enthusias- 
tic I became. 

Q.—Will you tell me who the found- 
ers of that movement, or the mission- 
aries of that movement were besides 
yourself? A.—Why the members of 
the Order. were calling my attention 
to this alleged weakness of the Order. 

Q.—You have spoken of them as 
men who were prominent; let us hear 
who they were? A.—Such men as 
Mr. Stevenson called my attention 
to the fact that frequently in knock- 
ing about his own people that this 
idea was expressed, which was the on- 
ly weakness they could think of—Chief 
Rangers and secretaries of our Order 
and leading members of the Supreme 
Court. 

Q.—And any who were not members 
of the Supreme Court? A.—Oh no. 

Q.—Was the matter discussed 
among the executive prior to the reso- 
lution of the 6th January, 1900— be- 
cause that resolution drops into the 
minutes apparently out of a clear sky. 
On the 6th January, 1900, it was re- 
solved that we purchase a controlling 
interest in the provincial control of 
the corporation in Ontario by the pur- 
chase of this stock from time to time 
as we can secure the same, with a 
view to securing control at the earliest 
possible date? A.—Oh, it had been 
discussed. A diso'y 

Q.—And this was only crystallizing 
in the shape of a resolution what had 
been discussed as a matter of policy? 
A.—That is right. 

Q.—At that time apparently you 
were not looking forward to owning 
all the stock, but only to purchasing 
a controlling interest? A.—That is 
all. 

Q.—A controlling interest would en- 
able you to mould the policy of the 
Trust Company? A.—Yes. } 

Q.—And that is what you desired 
to do? A.—Yes. 
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Q.—Did it occur to any of you gen- 
tlemen who were discussing this ques- 
tion of policy that that Trust Gain: 
pany in its investments and in what- 
ever it did would be subject to the 
control of the same executive that 
they were unwilling to trust with in- 
vestments? A.—Oh surely. 

Q.—That occurred? A.—Yes, but 
we had in the new arrangement the 
co-operation and the advice of emi- 
nent men, 

Q.—That is as it came to be in the 
end? A.—That was the original idea 
that we procure in our arrangement 
the advice and the help of good, sub- 
stantial citizens and business men. 

Q.—You quite see of course that in 
any Trust corporation which you con- 
trol your executive would be supreme? 
A.—Yes. 

Q.—And the executive which was 
then making investments directly 
would be making investments indi- 
rectly by the hands of a trust com- 
pany? A.—We had no distrust in 
ourselves prior to the organization of 
this corporation. 

Q.—It was some future executive? 
A.—But it was a policy we thought 
which was good to pursue to let the 
membership see that we were taking 
every precaution as to the investments 
of the Order, that they be made wisely 
and safely, and we thought the associ- 
ation with us of the men of the char- 
acter I have referred to would carry 
conviction, that our only aim was to 
conserve the interests of the Order. 

Q.—In other words you would 
secure the advantage of an experi- 
enced and satisfactory management? 
A.—And still have control. 

Q.—And still have control? A.— 
That is right. 

Q.—Of course you could have don 
that directly by the executive itself 
appointing administrative officers of 
the character you speak of? <A.—I 
suppose we could, but we thought it 
was better this way. 

Q.—Were you then sufficiently in 
touch? perhaps you are more in touch 
with them now—with financial affairs 
to be aware that the holding of stock 
in a trust company is a favorite way 
of eminent financiers entering into 
transactions which they have no power 
to enter into? A.—I knew nothing 
about such things before then. 

Q.—What those who were promot- 
ing the policy with you knew you do 


not know; they did not disclose any 


such scheme as that to you?. A.—I 
do not think there was anybody pro- 
moting the thing except ourselves. 
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Q.—At all events that was not part 
of the policy, consciously at all events? 
A.—Certainly not. 

Q.—How did you go about pur- 
chasing the controlling interest? 
Whom did you employ to attend to 
that? A.—I put the matter in the 
hands of Mr. Laidlaw. 

Q.—That is Mr. William Laidlaw? 
A.—yYes, he was then our counsel 

Q.—How long after the 6th Janu- 
ary did you put :t in his hands? A. 
—Very shortly after, I should ima- 
gine, but I cannot give you the ex- 
act date. You might say almost im- 
mediately after, according to my re- 
collection. 

Q.—Because I see in the Minutes on 
the 10th November of the same year, 
that resolution having been in Janu- 
ary, this resolution or this minute, 
“the §S.C.R. was instructed to take 
the necessary steps to get a control- 
ling interest in the Provincial Trust 
Corporation of Ontario under Reso- 
lution of the Executive in that behalf 
on the 6th January last?’? A.—That 
was after we had found out that the 
Government would issue no new Char- 
ters, and we opened negotiations. 


Q.—Just wait one moment; we both 
want to get this thing the way it is. 
There was an existing corporation 
called the Provincial Trust Corpora- 
tion? A.—Yes. 

Q.—The resolution of January was 
to purchase a controlling interest in 
that corporation? A.—Yes. 

Q.—No talk of a new corporation, 
so far as the Minutes were concern- 
ed PA. —_ Not 

Q.—And on the 10th November 
there was no talk of any new cor- 
poration, but you were instructed to 
go on under the resolution to get the 
controlling interest in the existing 
corporation? <A.—Yes. 

Q.—You think, however, that may 
be quite so—you think, however, that 
in the meantime you had been dis- 
cussing the establishment of a fresh, 
new company? <A.—TI think the idea 
of establishing a new company came 
from Mr: Laidlaw as an advice to me 
that it would be better to organize a 
new company because of the practical 
failure of the Provincial Trust Com- 
pany. 

Q.—Let us see whether we can put 
it in this form, if this is right; when 
you went to Mr. Laidlaw for the pur- 
pose of entrusting him with the 
negotiations for the purchase of the 
stock, his advice was that it would 
be better. to establish a new corpora- 
tion with an unwritten history than 
to purchase into a corporation which 
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had not been successful? A.—Yes, 
and then we found put that we could 
not get a new charter. After trying 
to get some charters in existence 
which were practically dead, we came 
back to the scheme of getting the 
Provincial Charter and changing its 
name. 

Q.—That is wiping out its history? 
A.—Yes, so far as we were concerned. 

Q.—And that was the genesis of 
what is now the Union Trust Com- 
pany? A.—Yes. 

Q.—I want to follow out your 
method of dealing with the matter. 
Mr. Laidlaw was entrusted with the 
negotiating for the purchase of stock? 
A.—Yes, to buy the stock. 

(The Commission then 
to 2 -p.m.) 


adjourned 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 
20th, 1906. 

MR. SHEPLEY: It would perhaps 
be more convenient for all the persons. 
concerned in the Commission if it 
were decided to-day whether we shall 
adjourn from Friday to Tuesday, or 
from Friday only till Monday. One 
of the gentlemen whom I expect to 
call within that time is very desir- 
ous of knowing so that he can ar- 
range his appointments. I think it 
would be more convenient to adjourn 
as we did last week till Tuesday. I 
think by to-morrow night the proper 
time for adjourning for another wit- 
ness will have arrived. I hope so. 
i dare say for Your Honors do real- 
ize that in this weather the work of 
those who are preparing for the Com- 
mission is exceedingly fatiguing. 

JUDGE MacTAVISH: Yes, but we 
are hoping for a change of weather 
very soon. 

MR. SHEPLEY: I will be willing 
to sit if Your Honor can assure wi 
the weather will change. 

JUDGE MacTAVISH: Unless there 
is some good reason for it I think 
we would prefer sitting on Monday 
and adjourning from Friday until 
Monday. Can you tell us how much 
of next week you intend to take with 
this Company? 

MR. SHEPLEY: I think all of it. 

JUDGE MacTAVISH: Do you ex- 
pect to get through? 

MR. SHEPLEY: I hope and ex- 
pect to be through, on the assump- 
tion that Your Honors have denied 
my suggestion about Monday? 
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JUDGE MacTAVISH: We had 
better have that understood. 

Examination of Dr. ORCNHYATE- 
KHA continued: 


MR. SHEPLEIEY: I was asking you 
about negotiations for the acquisition 
of the Provincial Trust Company 
stock, and it would seem to follow 
from your last answer that the form- 
ation of the new company, or rather 
the changing of the name of the old 
company, and so securing a different 
organization would involve securing 
all the stock and not merely a con- 
trolling interest, was that the reason 
why the scheme developed into an ac- 
quisition of all the stock? A.—I do 
not think necessarily, as long as we 
got hold of a majority of the stock, 
but it was deemed better that in the 
organization we should have practi- 
cally the whole of the stock so that 
we could dispose of it as we thought 
best for the Order. 

Q.—Was any other person save Mr. 
Laidlaw concerned in the negotia- 
tions with the Provincial Corpora- 
tion? A.—Oh no, just myself repre- 
senting the Executive, Mr. Laidlaw 
as my advisor and the corporation. 
Of course Mr. Stevenson and I al- 
ways consulted and I took his ideas 
of what to do, he being a lawver. 

Q.—And you were kept advised 
from time to time as to the progress 
the matter was making, I suppose? A. 
—Oh yes. ; 

Q.—And it took some considerable 
time to get the stock into such hands 
as would enable it to be dealt with? 
A.—It took quite a considerable time 
to get it to a certain stage, and then 
there was an estate not settled, and it 
was represented to me that if we 
transferred and finished the business 
that estate might be taken out of our 
hands and not put into the re-organ- 
ized corporation, and that it was 
better to let the matter stand until 
that estate was settled by the Pro- 
vincial Company. | 

Q.—Before you actually closed the 
transaction? A.—Before the final 
close of the business. 

Q.—Do you remember who was or 
were in control of the Provincial at 
that time, do you remember who the 
Manager was? A.—Mr. Rutherford. 

Q.—You have furnished us with a 
cortain file relating to that matter 
and I think it would be better to fol- 
low along with that. You furnished 
certain funds to Mr. Laidlaw to en- 
able him to carry the transaction 
through? A.—Yes. 

Q.—And so far as I am able to as- 
certain you gave him three sums of 
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money, in February, 1901 $25,000, in 
March, 1901 $30,000, and in April 
1901 $25,067.50? A.—Yes. 

Q.—And that was all the money 
that was handed over to Mr. Laid- 
law for the purpose of carrying the 
transaction through, it appears to 
have been all? A.—AI] that is furn- 
ished you, the record, whatever the 
record shows that is the amount. 


Q.—There is another sum of $2,- 
000 which is said to have been ex- 
pended in the purchase of stock in 
December, 1900? A.—I fancy that 
was to qualify our representatives act- 
ing in the Provincial Corporation. 

Q.—Do you remember who the 
holder of that stock was? A.—My- 
self or Mr. McGillivray or both. 

Q.—-It was I think, part 50 shares 
to yourself and 50 shares to Mr. Mc- 
Gillivray? A.—Yes. 

Q.—And that $2,000 was paid di- 
rectly by the Order and not paid 
through Mr. Laidlaw? A.—I presume 
so. 

Q.—So that that sum has to be ad- 
ded to the $80,067.50 with which Mr. 
Laidlaw was entrusted? A.—yYes. 

Q.—There is another entry in June, 
1901 in your books and that I should 
like to have explained if I can have 
it, W. J. McMurtry, balance due on 
sale of Provincial stock held by 
McGillivray in trust for the I.0.F? 
A.—I suppose it would be the 
stock given to McGillivray, which 
was not paid in full and that is the 
balance of it. 

Q.—That is what you would suppose 
that to be? A.—Yes, I do not know 
anything about that only I am just 
giving my impressions. 

Q.—You do not know from whom 
those shares were acquired? A.—No. 

Q.—They seem to have been acquir- 
ed much earlier in the transaction 
than any of the shares negotiated 
through Mr. Laidlaw? A.—I do not 
know anything about that. 

Q.—That sum is $587, making alto- 
gether a total of $82,654.70? A.— 
Yes. 

Q.—Then the stock was transferred 
apparently, I do not suppose you wil} 
know about these details, but appar- 
ently at the time that you were ap- 
proaching this company with a view 
to acquiring the stock there were be- 
tween 90 and 100 shareholders scatter- 
ed all over? $A.—Yes. 

Q.—You do not I suppose know 
how that was handled? A.—No, I 
dare say though Mr. Laidlaw must 
have made a report to us how we 


handled it. 
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Q.—I will come to the reports you 
have furnished me with, but there is 
nothing in anything you have furnish- 
ed me with that throws light upon 
what I am about to ask you, nearly 
the whole of this stock was transfer- 
red to Mr. Matthew Wilson, were you 
aware of that, and Mr. Matthew Wil- 
son re-transferred it to those who 
were to hold for the company, that 
is for the Foresters? A.—I think I 
remember Mr. Wilson interposing. 


Q.—In what capacity did he inter-- 


pose, how did he come to have any- 
thing to do with it? A.—I could 
not tell you; I fancy it must have 
been represented to me, I think it 
was represented to me that it was ne- 
cessary to transfer this stock to him 
in order that it might be properly 
distributed as we wanted it to be 
distributed in the new company. 

Q.—Were you aware that it was— 
I should not put it affirmatively be- 
cause it is my opinion—that it was 
he who really did all the negotiat- 
ing in the way of getting the stock- 
holders to transfer their stockP A. 
—No, I would not be competent to 
give any testimony on that; as a mat- 
ter of fact my knowledge practically 
ended when I handed over the busi- 
ness to Laidlaw to carry it through, 
and any reports that were made after 
that were verbal reports of Mr. Laid- 
law reporting to me the progress of 
the negotiations. 

Q.—Then so that I may have it in 
a convenient form, there seem to have 
been in the hands of these 90 to 100 
shareholders $429,000 worth of stock 
in the Provincial, par value? A.— 
About that. 

Q.—Of which $113,700 had been 
paid and né more? A.—Yes. 

Q.—And the stock itself seems to 
have been dealt with prior to your 
having anything to do with it in such 
a way that some of the stock was fully 
paid up, some had nothing paid on it, 
some was 25 per cent., some had 50 
per cent. and some had more? A. 
—I could not give any evidence about 
that. 

Q.—In the whole there seems to 
have been that number of shares with 
that total amount paid on account; 
then your idea was that the Provin- 
cial Trust Company should be reor- 
ganized and that its name should be 
changed? A.—Yes. 

Q.—Were you aware that it was ar- 
ranged with the Government that the 
charter of the Provincial should be 
surrendered? A.—Yes. 

Q.—And that a new charter alto- 
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gether should be issued to the Uni 
Trust? <A.—Yes. SRR 


Q.—That is the new company should 
be formed? A.—Yes, it Be socal 
ed in the consultations with Mr. Laid- 
law and Mr. McGillivray that it would 
be cheaper and a better way to get 
a new charter altogether than simply 
to take steps whatever were necessary 
to change the name of the Provincial, 
that was the method taken to change 
the name. 


_ Q.—Do you remember how the ob- 
jection to chartering another company 
was got over? A.-—Just that arrange- 
ment. 

Q.—By the arrangement for the 
surrender of the old? A.—yYes. I 
think I went with Mr. Laidlaw to the 
Member of the Government who had 
charge of the arrangements, if I re- 
member rightly it was Mr. Stratton, 
and we gave an undertaking to him 
that as soon as the Provincial matter 
was closed up and transferred to the 
new company we would surrender the 
Provincial charter, and it was on that 
condition that we got a charter for 
the new Union Trust Company. 

Q.—When you projected the Union 
Trust, when the matter had come to 
that stage, what was to be its com- 
position so far as the management 
was concerned? A.—Mr. Foster was 
engaged as Manager. 
ape that the first idea? A.— 

es. 

Q.—Are you sure of that? A.—I 
think go. 

Q.—Are you sure he was always in- 
tended to be the Manager? A.—yYes. 

Q.—Was not Mr. McMurtry in con- 
templation for Manager? A.—No. 

Q.—You do not accede to that? A 
—No, and Judge McDougall, Lieuten- 
ant-Colonel Davidson, Mr. Wilson, 
myself, Mr. Stevenson and Mr. Mo- 
Gilivray I think were on the Board 
of Directors. 

Q.—Then, I find among the papers 
as the first document given to me 
what purports to be an offer dated 
19th November, 1900. It is without 
signature, and it is addressed to the 
shareholders of the Provincial Trust 
Company of Ontario, Limited, Toron- 
to, do you know anything about that 
—it comes from your custody; it has 
not any signature? A.—Perhaps it 
is just an outline of what we were 
willing to do. 

Q.—We will read that and see whe- 
ther hearing it gives you any further 
recollection about it: ‘‘Dear Sirs: JT 
hereby on behalf of myself and my 
associates propose to buy from all the 
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shareholders or from a majority of 
the shareholders of the company their 
shares of the capital stock at a price,”’ 
etc. (reads down to the words ‘‘in the 
usual form’’)? A.—Oh yes, I fancy 
that is the outline of the agreement 
sores us by Mr. Laidlaw, our coun- 
sel. 

Q.—This ‘‘Myself and my associates’’ 
would be who? <A.—The Executive 
of the Foresters. 

Q.—Then Messrs. Clarkson & Cross 
were to value the assets if you could 
not agree about their value, and that 
value was to fix the price to be paid 
for the shares? A.—Yes. 

Q.—And to be apportioned accord- 
ing to the amount paid on the shares? 
A.—Yes. That form might have been 
prepared by Mr. McGillivray to sign; 
I should imagine under the circum- 
stances it was intended I should sign 
it. 

Q.—It embodies what you were pre- 
pared to do with the shareholders of 
the Provincial? A.—Yes. 

Q.—The second page of the docu- 
ment is headed: ‘‘Acceptance’’ (reads) 
(Document just referred to marked 
as Exhibit 458). 

Q.—The Foresters found the mon- 
ey, the shares were to be transferred 
to the nominees of the Foresters, or 
the appointees of the Foresters? A. 
—Yes. : 

Q.—What was to be done with the 
assets of the Provincial Trust Cor- 
poration? A.—It would become the 
property of the Foresters of course, 
and I presume were transferred to 
the new Union Trust Company, but 
I am simply giving you a surmise. 

Q.—You perhaps would assent to 
this, that it was intended from the 
beginning that the assets should go 
to the Union Trust Company? A.— 
Yes. 

Q.—And that the Union Trust 
Company should pay for them in the 
end? <A.—I presume so. 

Q.—It was not intended that the 
Foresters should be out the money? 
A.—No. 

‘Q.—And that then the Foresters 
controlling the organizing of the Pro- 
vincial Trust Compar- it should sur- 
render its charter and go out of exis- 
tence? A.—Yes. 

Q.—It took some considerable time 
to wind up the matter? A.—Yes. 

Q.—And it was not until 1902 that 
the charter of the Provincial was sur- 
rendered? A.—Yes. 

Q.—In the meantime the negotia- 
tions were going on and the trans- 
action was being carried out as you 
understood it? A.—Yes. 
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Q.—Here is a letter from Mr. 
Kappele, that is Mr. Laidlaw’s part- 
ner?. A.—Yes. 


Q.—To you of the 10th December, 
1900. This will inidcate the progress 
the matter was making: ‘‘This mat- 
ter has been gradually running along 
for some time. The delay has been 
caused by the indecision of the Board 
as to what course they would adopt’’ 
—that means of course the Board of 
the Provincial? A.—Yes. 


Q.—‘‘The person active at the pre- 
sent time is Mr. James Scott, and 
he has expressed his willingness,’’ 
etc. (reads down to the words ‘‘which 
speaks for itself’’)—that probably is 
the document I have just been read- 
ingP A.—Yes. 

Q.—(Continues reading letter) ‘‘Mr. 
Scott’’ (reads balance of letter.) 

Letter of 10th December, 1900, just 
read filed as Exhibit 459. 


Q.—You have I have no doubt en- 
tirely understood what was referred 
to there as organization expenses be- 
ing treated as an asset? A.—Yes. 

Q.—That meant that the promoters 
of the Provincial who had been, as 
they said $5,800 out of pocket, inten- 
ded to get that back in addition to 
the real value of the assets? A.— 
Yes; my recollection is [ objected to 
that arrangement entirely; I do not 
know whether my objections were 
considered or not. ; 

Q.—Your objections beat them 
down, we will see how much after a 
little bit. That apparently is ac- 
companied by a statement of assets 
and liabilities, and I take this to be 
it; it was furnished along with that 
letter; you perhaps recollect gener- 
ally that the excess of liabilities over 
assets was shown at $8,551.46? A.— 
No, at that stage I had unloaded all 
responsibility about it on my col- 
leagues, Mr. McGillivray and Mr. 
Stevenson and they 

Q.—They were dealing with the 
matter? A.—They carried out 

Q.—They were dealing with the 
matter? A.—Of course they consulted 
me. 

Q.—Here is a statement in Mr. 
Kappele’s letter: ‘‘The sufficiency of 
the securities is to be left for inspec- 
tion, that is we are not asked to ac- 
cept the loans, etc., as good security 
for $82,000’— A.—I have no doubt 
that is correct, whatever it says: but 
I wanted to explain that I could not 
give as clear explanations about it as 
if I had continued in charge of the 
details. 
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Q.—The assets, I want to just have 
this upon the records, as the posi- 
tion which the Provincial Trust Com- 
pany was putting forward as _ its 
financial condition at this date, the 
cash in bank, $15,618.12; cash in a 
trust account of the bank, to be trans- 
ferred $2,719.86; cash in the Western 
Bank, New York, $308.93. 

Q.—Cash in the office $61.40, or a 
total of $18,708.31. Then the ‘item 
for loans, $82,101.39, then office furni- 
ture $573.75. Accrued rents of safe 
boxes $116.50; organization expenses 
$5,868.81. Assuming the loans to be 
good, assuming the office furniture 
to ‘be good, assuming the accrued 
rent of safe boxes to be good, and 
assuming the cash on hand, that was 
all tangible assets except the organ- 
ization expenses? A.—Yes. 

Q.—Then as against that put lia- 
bilities to the public $1,970.22, and 
to the shareholders, being amount of 
cash received for calls $113,950, mak- 
ing an impairment of capital, adding 
those two together and subtracting 
the assets, including organization ex- 
penses, from the total, of $8,551.46. 
Were you generally aware of the fin- 
ancial position of the Provincial com- 
pany during these negotiations? A. 
—No, except they were in difficulties, 
their capital had been impaired to 
some extent, and they were wanting 
to get out of the business. 

Statement of condition of Provin- 
‘cial Trust Company just referred to 
filed as Exhibit 460. 

Q.—How did Mr. Foster’s name 
come to be mentioned as prospective 
manager for the company? A.—We 
were discussing the subject, and when 
I say we, the Executive Council _were 
discussing the subject, and I had one 
or two applications from gentlemen 
for the position, and finally some- 
body suggested to me that we might 
be able to secure Mr. Foster, and it 
struck me as a brilliant idea, and I 
put myself immediately in communi- 
cation with Mr. Foster and _ finally 
obtained his assent to accept the posi- 
tion if it were offered to him. 

Q.—Who do you think suggested 
the name? A.—I think it was Mr. 
Laidlaw, I would not be sure though. 

Q.—Do you say you put yourself 
in communication with Mr. Foster? 
A.—Yes. 

Q.—And you wrote him a letter, or 
did you see him? A.—I wrote him 
a letter, I would not be sure. 

MR. SHEPLEY: (To Mr. Nesbitt) 
Do you appear for Mr. Foster? 

MR. NESBITT: Yes. 
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MR. SHEPLEY: Have you _ the 
letter written some time before 30th 
April, 1901 by Dr. Oronhyatekha to 
Mr. Foster? 


MR. NESBITT: I have not. 

WITNESS: If there is no letter 
then it must be verbal communica- 
tion, by an interview with Mr. 
Foster. 

MR. SHEPLEY: I should be much 
obliged if any correspondence on the 
subject is (laoked Mp and brought 
forward. 

_Q.—I see among the papers fur- 
nished us on the 30th April, 1901, 
you have a letter addressed ‘‘My dear 
doctor,’’ I suppose that is you and 
signed by Mr. Foster? A.—Very 
likely, he and I are old friends. 

Q.—You might look at the letter 
and see, do you recognize it, because 
I have no doubt it is addressed to 
youP A.—yYes. 

Q.—‘‘Ottawa April 30th, 1901, My 
dear doctor: The end of the month 
is well nigh come,’’ etc. (reads). It 
was probably then as early as March 
that you spoke to Mr. Foster about 
it? A.—yYes. 

Q.—(Continues reading letter): 
“But I cannot keep you longer wait- 
ing and will endeavor to give you a 
frank expression of my views,’’ (reads 
down to the words “Loan & Trust 
Company’’)—that means the Union 
Trust Company? A.—Yes. 

Q.—‘“‘I_ have thought carefully,” 
etc. (reads down to the words ‘‘well 
established companies’’). Was the first 
idea, following out what you have al- 
ready told me, to re-place the Pro- 
vincial with a company of about the 
same financial] strength? A.—yYes, of 
course it would be very much strong- 
er. 

Q.—I mean the same capital? A. 
—With the I.0.F. behind it. 

Q.—With the same capital? <A.— 
About the same capital. 

Q.—That was the first idea—that is 
the modest idea you first had? ; 
—I do not know that we considered 
that subject. The matter of capi- 
tal regulated itself as we went on. 

Q.—Your idea was not to pay so 
much attention to the capitalization 
as to making it an organ for the in- 
vestment of the surplus funds of the 
Order? A.—Yes, that is right. 

Q.—Then the letter proceeds: ‘“The 
unfortunate history and present posi- 
tion of the Provincial Trust Com- 
pany,’’ etc. (reads down to the words 
“enlargement of the capital stock’’). 
Is that the beginning of the develop- 
ment of the idea of a large capital 
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stock? A.—Well, I do not so under- 
stand, that is the business advice that 
the prospective new manager gave us 
which I thought at the time was very 
sound, but it did not mix itself 
up in my brain with the idea with 
regard to the capital we would have; 
of course he says some things there. 

Q.—What I am trying to get at is 
this, was Mr. Foster’s suggestion 
made in this letter the inception of 
the idea of a large capital stock? A. 
—No sir; this idea developed as our 
business developed. 

Q.—The business had not been ac- 
squired yet? A.—Oh well, we would 
not offer Mr. Foster or anybody else 
the management of a thing that was 
uncertain; if we had not actually the 
charter we knew we would get it. 


Q.—You were not, as you have told 
me and I think every indication bears 
you out, at that time at all events 
looking forward to a very large capi- 
tal stock in your new trust company? 
A.—I do not think we were, at any 
rate I was not certainly, because I 
was not acquainted with that sort of 
thing at that time. 

Q.—The reason I ask you this is 
because that is the first trace I have 
been able to find anything on record 
of the idea of making a bigger com- 
pany than the Provincial Trust Com- 
pany had been; I want to know if 
that is soP A.—It is a very good 
idea; what I mean. is that that letter 
did not inspire in us, and set us 
about to arrange for a larger capital. 
That came with the development of 
the business under Mr. Foster’s man- 
agement, and we all saw with him that 
we could do better with a larger capi- 
tal, and we provided a larger capital. 

Q.—You are speaking of one thing 
and I am speaking of another; you 
did increase your capital stock in the 
Union Trust Company after the orig- 
ina] corporation? A.—Yes. 

Q.—But when you originally incor- 
porated you did not intend to become 
at that time so large a company as 
the capital you paid in made you 
originally? A.—Oh I do not suppose 
we did, and I do not suppose we had 
any idea that we would develop into 
a very large and important incorpora- 
tion. 

Q.—You remember the subject be- 
ing mentioned as late as 1902, and 
JT am reading now in 1901, at Los 
Angeles? A.—Yes, 

Q.—And do you. remember _ the 
amount mentioned there? A.—I think 
T mentioned $500,000, which was then 
the capital of the Union Trust Com- 
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Q.—I want to get, if I can, at the 
stage of the transaction in which the 
idea was first entertained of having 
a large capital stock, when I say 
large I mean much larger than had 
ever been paid into the Provincial? 
A.—Subsequent to that, I am sure 
of that, and due to the development 
of the operations of the company. 

Q.—Mr. Foster seems to have had 
it clearly in his mind at that time at 
all events? A.—Yes. 


Q.—Next as to business: ‘‘The new 
company should be in a position to 
guarantee for large investments a 
fixed low rate of interest,’’ etc. (reads 
down to the words ‘‘in the interests 
of the new company’’). That is the 
second suggestion, that the business 
of the company should be put upon 
a sound footing at once by itself be- 
ing trusted with the funds of the Or- 
der at a fixed rate of interest. Up 
to that time had you thought of an 
arrangement of that sort with your 
new company, or had you thought of 
entrusting them with the money to 
make what they could out of it for 
youP A.—I think the matter had 
been discussed by Mr. Stevenson and 
myself. 

Q.—Before this date? A.—Before 
that date, but no official action taken 
with regard to it, and when Mr. Fos- 
ter’s letter was laid before the Com- 
mittee it was considered and it was 
thought to be for the Order a very 
good thing. 

Q.—A very advantageous thing? A. 
—That the Union Trust Company 
should guarantee a rate of interest. 

Q.—A fixed rate of 4 per cent.? 
A.—Yes, and give us after that in ad- 
dition to that whatever profits the 
Trust Company made, our share, 
whatever the Union Trust Company 
might make. 

Q.—In other words that was a good 
arrangement because you yourselves 
were the persons who were to profit 
out of the ultimate profits made by 
the Union Trust Company? A.— 
Quite so. 

Q.—In the first place you got your 
4 per cent. and then if the Trust ‘Com- 
pany made any more it would belong 
to you, because you were the owners 
of the company? A.—Yes. 

Q.—What advantage did you see in 
that over and above or greater than 
handing your funds over and letting 
the Union Trust invest them and, give 
them all directly back to you what- 
ever they might be? A.—I think I 
referred to that this morning, that 
the foundation idea in forming a trust 
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company of any kind was to get better 
men than we were to make our in- 
vestments, that was our chief object. 

Q.—Would not the better men than 
you were, if there were any, in the 
trust company, would not they do as 
well for you as they would for them- 
selves, would not they have taken your 
funds and invested them, or could not 
they have taken your funds and in- 
vested them as judiciously for you as 
for their own advantage? A.—But 
the alternative was to get some com- 
petent financial man, create a new 
department in our system, and get 
a competent financial man to take 
charge of our investment. The Or- 
der had got altogether too large for 
Mr. McGillivray to attend to, his 
secretarial duties in connection with 
the Order and watch the investments 
sufficiently closely. It seemed to me 
that we had reached the period when 
we had to add a very large sum to 
our official expenditures by the crea- 
tion of this new department and we 
concluded in the end it would be bet- 
ter’ to create a company through 
which our investments would be made 
and become entitled to the other pro- 
fits which that company would make 
in the business, the trust work for in- 
stance. 

Q.—You made that very clear to us 
this morning, and I am not fortunate 
enough to have made my meaning 
clear this afternoon, what I want to 
get at is this; why was it any more 
advantageous to you to make a 4 per 
cent. arrangement with the Trust 
Company than to hand them your 
funds and let them invest the, best 
they could and give you whatever 
they make? A.—I understand you 
you could not make the stock of the 
Union Trust Company of any value 
except to us if we did not make the 
arrangement that we did, that men 
might take the shares and share in 
that profit made by the company and 
in which we would share also. 

Q.—Was it in contemplation then 
that the public should come in and be 
owners of capital stock in the Union 
Trust Company? A.—Surely, it was 
a regular commercial company. 

Q.—When did that idea die out, be- 
cause that never happened, did it? A. 
—No, when we got hold of the company 
and found it was a big thing there 
would be no sense to hand it to you 
or anybody else. 

Q.—Let me modify the question so 
as to meet that change of position, I 
do not mean improperly at all; as 
matters were after your policy became 
settled not to admit the public, as 
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matters were then was the 4 per cent. 
arrangement any better for you than 
the other arrangement would have 
been? A.—Of course not. 


Q.—The letter proceeds: ‘‘If then 
arrangements can be made first for 
the establishment of a company dis- 
tinct in name,’”’ etc. (reads rest of 
letter). Mr. Foster sums up the | 
salient points of his letter just at the 
end, get rid of the antecedents of the 
Provincial Trust Company, make your 
company a strong one, and invest the 
surplus of your Order by means of the 
arrangement of a fixed rate? A.— 
Yes. Of course that matter had al- 
ready been settled by the Executive 
and was the reason we were trying to 
form this company, and the other two 
I think are very sound. 

Q.—Excepting the detail of hand- 
ing it over at a fixed rate of interest? 
A.—Yes. , 

Letter of Mr. Foster’s read, filed 
as Exhibit 461. 

Q.—Then I see that by the 21st 
May matters had progressed sufficient- 
ly far for the owners of the Provin- 
cial Trust Company,-that is the For- 
esters, to hold a meeting and to take 
up the matter cf carrying out the 
arrangement with the Union Trust 
Company, and this was the notice 
signed by Mr. McMurtry, as Secre- 
tary of the Provincial Trust Company 
—Mr. McMurtry was one of your 
staffP A.—Yes. 

Q.—And when you became the own- 
ers of the stock he became Secretary 
of the Provincial Trist Company? A. 
—Yes. 

Q.—The notice is dated 2lst May, 
1901: ‘‘Meeting first of the Board of 
Directors, secondly the Executive 
Committee; thirdly adjourned meet- 
ing of the shareholders,’’ (reads notice 
referred to which was filed as Exhibit 
462). 

6 _“Whe was the President of the 
Provincial Trust after the Foresters 
got it? A.—I was. ’ 

Q.—What is the meaning of this: 
“To make calculations of the contri- 
bution to be made by the members of 
the Executive Committee under their 
guarantee to the new shareholders ?”’ 
A.—The amount of the stock we sub- 
scribed I suppose. 

Q.—This is the Provincial Trust 
Company, you know, ‘‘To make cal- 
culation of the contribution to be 
made by the members of the Executive 
Committee under their guarantee to 
the new shareholders?”? A.—I do not 
know. 
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Q.—Perhaps some one else can ex- 
plain that; at that time apparently 
all the shares had not yet been trans- 
ferred? A.—WNo. 

Q.—That meeting was to be held 
on the 28th according to the notice 
as 1t was given, and I see that Mr. 
Foster wrote you again on the 27th 
May; that was received on the 28th 
and probably you had it before the 
meeting of the Provincial was held. 
This is dated “Ottawa, May 27th, 
1901,” and addressed to you. ‘‘I re- 
ceived a letter from Mr. Laidlaw in- 
forming me that he had completed 
the purchase’’— 

MR. SHEPLEY: (To Mr. Nesbitt) 
Will you have that letter looked up? 

MR. NESBITT: Very well. 

MR. SHEPLEY: (Continues read- 


ing Mr. Foster’s letter): ‘‘informing 


me that he had completed,’’ etc. 
(reads down to the words ‘‘in this re- 
gard’). Then he makes suggestions, 
‘‘First, the stronger we can make the 
financial basis of the company the 
better,’’ etc. (reads). ‘‘Secondly, the 
fees and commissions for trustee and 
estate business,’ etc. (reads to end 
of letter). 

Letter of Mr. Foster, dated 27th 
May, 1901, marked as Exhibit 468. 

Q.—Apparently it was in contempla- 
tion as early as that that a Board of 
‘Directors should be constituted for the 
Trust Company? A.—Yes. 


Q.—This seems to be the form of 
the agreement with the National Trust 
Company which was enclosed, that is 
not of importance but I want to keep 
the file complete as I got it? A.— 
Very well. . 

Form of agreement with the Nation- 
al Trust Company marked as Exhibit 
463. 

Q.—Then the next thing I find 
here in order of date is a letter from 
Mr. Laidlaw to you of the 6th June, 
1901. At that time apparently, mat- 
ters had become about right for hand- 
ing over the assets of the Provincial 
v9 the Union Trust Company? A.— 

es. 

Q.—The letter states “I had a 
meeting with the Hon. Mr. foster 
to-day and we expect to take over all 
the assets of the Provincial ‘Trust 
Company.’’ (Reads letter). Then 
there is a reference to a gentleman 
who is unable to come on the Board 
of the Company and I pass that by. 
“‘T therefore had a conversation with 
him and Mr. Matthew Wilson about 
other members for our Board.’”’ I do 
not read that. Neither of the gentle- 
men mentioned in this paragraph 
went on the Board at that time. ‘I 
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will be quite willing to enlarge the 
number of directors trom 7 to 9 if we 
can induce the gentlemen named and 
perhaps another good man, to come 
on the Board.’’ Then he encloses a 
draft letter for your consideration to 
be written to these gentlemen to in- 
duce them to come upon the Board. 
ae you ever send that letter? A.— 

Oo. 

Q.—‘‘I wish that you would make 
such changes in the letter as you may 
think desirable, sign it and return 
it.”? (Reads down to ‘‘and I will pro- 


-ceed with the new company as fast 


as possible’’.) (No answer.) 

MR. SHEPLEY: I put that letter 
in, without making any reference to 
the name of the gentleman who did 
not come on to the Board. (Exhibit 
464.) 

Q.—Now the Union Trust Company 
had been incorporated on the 7th 
August and that is the next date to 
which I come in following the matter 
chronologically. That will go upon 
the record and be verified, if neces- 
sary, and it was then in a position 
to take over these assets, and on the 
2nd of September the Supreme Court 
of the Foresters entered into an agree- 
ment with the Union Trust Company 
which I have here. You remember 
that agreement? A.—Yes. 

Q.—Let us see if you will assent to 
this. On the first application for in- 
corporation of the Union Trust Com- 
pany the petition asked to have a 
capital stock of one million dollars? 
A.—Yes, that is correct. iy 

Q.—The signers of that petition 
were yourself, Mr. Collins, Mr. Mill- 
man, Mr. Stephenson and Mr. Mc- 


Gillivray? A.—Yes. 


Q.—Then before the letters patent 
actually issued there was a supple- 
mental petition asking that the capli- 
tal stock should be $2,000,000 instead 
of $1,000,000? A.—Yes. 

Q.—And the petitioners for that 
were yourself. $196,000, and Mr. Col- 
lins $1,000, Mr. Millman, $1,000, Mr. 
McDougall, $1,000—that was the late 
Judge McDougall? A.—Yes. | 

Q.—Col. Davidson $1,000, G. KE. 
Foster $1,000, E. G. Stephenson $1,- 
000. J. A. McGillivray $1,000, and 
Matthew Wilson $1,000? A.—Yes. 

Q.—Of these, how many _were 
shareholders not holding their shares 
in trust for the I.0.F.? <A.—Mr. 
Foster, Mr. McDougall. Colonel 
Davidson and Matthew Wilson. 

Q.—Mr. Foster, Judge McDougall, 
Colonel Davidson, and Matthew ‘Wil- 
son? A.—Yes. 
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Q.—These gentlemen, I take it, 
paid for their stocks, did they? A.— 
Yes. 

Q.—They paid their own money for 
their shares? A.—Yes. 

Q.—And the balance of the stock 
was held by those who held it in trust 
for the I.0.F.? A.—yYes, that is 
right. 

Q.—And it has always been so? A. 
—Yes. 

Q.—Well, then do you remember 
when the Union Trust Company ac- 
tually opened its doors for business? 
A.—Very soon after the date to which 
you refer. 

Q.—Very soon after the 7th August 
1901? A.—Yes. There was a cer- 
tain action withheld to complete the 
organization of the Union Trust Com- 
pany, until after the Supreme Court 
had approved of the scheme, which 
would be at the Los Angeles Session. 

Q.—That would be in 1902? A.— 
Yes. 

Q.—And then Mr. Hunter tells me, 
that this agreement which bears date 
Qnd September, 1901, was in _ fact 
dated back so as to cover the period 
from the time when the Union Trust 
Company commenced business? A. 
—yYes, I know there was something of 
that kind done. 


Q.—Then this agreement when it 
came to be made became operative 
from the beginning of the business 
of the Union Trust Company? A.—I 
suppose so. 

Q.—We will read this agreement, 
It is made between the Supreme 
Court of the I.0.F hereinafter called 
the Supreme Court of the first part 
and the Union Trust Company, Ltd., 
hereinafter called the Trust Company 
of the second part. ‘‘Whereas the 
Supreme Court of the I.0.F. has been 
incorporated and ‘established under 
an Act of the Imperial . Parlia- 
ment of Canada, 52, Chap. 102, and 
amendments thereto.’’ (Reads down 
to the words ‘‘the same may be in- 
vested by the Supreme Court’?). 
as possible and if it was delayed be- 
yond a certain date, you were to be 
at liberty to take your funds back and 
invest them yourself? A.—Yes. 

Q.—(Reads paragraph 3, down to 
“awaiting re-investment.’’) That is 
you were to get 4 per cent. after the 
money had come out, even though? 
A.—Right along. 

Q.—Until you finally called in the 
money? A.—Yes. 

Q.—The 4th paragraph states ‘‘the 
securities upon which the monies shall 
be invested from time to time (reads) 
I should ask you in respect of the 
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funds handed over under this agree- 
ment, was that position observed, 
that the funds were invested in the 
name of the Supreme Court or do 
you know how that wasP A.—yYes. 

Q.—You say you believe it to have 
been so? A.—Yes. 

Q.—The 5th paragraph, ‘‘a proper 
system of bookkeeping and accounting 
shall be opened and_ established.’’ 
(Reads down to the words ‘‘appointed 
by competent authority.’’) You were 
securing investigation and the exam- 
ination of all the investments which 
veel Trust Company might make? A. 
—Yes. . 

Q.—And you were securing that to 
the Department of Insurance? 

MR. NESBITT: You say all the in- 
vestments of the company. If by that 
you mean all the investments of the 
Company— 

MR. SHEPLEY: The clause reads 
‘‘and all the dealings and _ transac- 
tions of the Trust Company in rela- 
tion to the management of the said 
company?’’ A.—The investigation to 
be made by us or by the Superinten- 
dent of Insurance. 


Q.—‘‘Shall at all times be open for 
inspection by the Executive Council 
ieee Supreme Court.”’ (reads). A. 
—Yes. 

Q.—yYou were going to secure the 
investigation of all the investments 
made under the terms of this agree- 
ment? A.—I think that is what it 
means. 

Q.—Then there is a provision with 
regard to the Trust Company main- 
taining insurance on trust property 
which I need not read. Then comes a 
provision which may, prhaps, have 
some importance, ‘‘If at any time af- 
ter the expiration of 10 years from the 
date hereof and from time to time at 
intervals thereafter of not less than 5 
years the Trust Company shall be of 
the opinion that the said rate of 4 
per cent. per annum is too high’’ 
(reads down to the words ‘“‘hereby se- 
cured.’’) That is in respect of ex- 
isting investments on hand in your 
own Order? A.—Yes. 

Q.—They might have the manage- 
ment of them then, if you handed 
them over to them? A.—Yes. 

Q.—As a matter of fact did you do 
that—hand over existing securities? 
A.—No, I cannot answer that ques- 
tion. 

Q.—‘‘And it is further agreed be- 
tween the Supreme Court and the 
Trust Company that the remunera- 
tion of the Trust Company for the 
said collection of principal and inter- 
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est, etc., shall be one-half of one per 
cent. per annum on _ the average 
amount of principal secured by the 
said securities during each year’? and 
‘then upon the collection of princi- 
pal and interest the Trust Company 
is to deposit the interest so collected.’’ 
(reads Exhibit 465.) ‘Then this is a 
copy of the document prepared by the 
solicitors for the Trust Company 
Kappele and Bicknell, the original of 
which seems to have been under the 
seal of the Union ‘Trust Company 
and signed by the Late Judge Mc- 
Dougall and Mr. Foster, General 
Manager. You remember what the 
purpose of this was? A.—WNo, if you 
give me the substance of it I might 
be able to tell you. 

Q.—This gives, I take it an accur- 
ate account of the shareholding im- 
mediately after the incorporation? A. 
—No, I have no personal knowledge 
Cpalte 

Q.—It is headed ‘‘The Union Trust 
Company, Limited, authorized capital 
$2,000,000.’ That would be after the 
petition asking to increase the capi- 
tal from $1,000,000 to $2,000,000? A. 
—Yes. 

Q.—‘‘This certifies that the shares 
of the Union Trust Company, Limited 
were subscribed as follows,’’ (Reads) I 
think you have already told me all 
those shares belong to the Foresters’ 
beneficiaries, except 4? A.—Yes. 

Q.—That is Mr. Foster’s_ shares, 
Colonel Davidson’s shares, and Mr. 
Matthew Wilson’s shares, and Judge 
McDougall’s shares? <A.—Yes. 

Q.—Indeed the certificate goes on 
to say that ‘‘All the shares of capital 
stock except the shares subscribed by 
these 4 were subscribed for on _ be- 
half of and in trust for the Supreme 
Court of the J.0.F.’’ (Reads). Mr. 
Wilson bought his shares from _ the 
trustees? A.—Yes. 

(Certificate Exhibit 466.) 

Q.—Then, returning to the affairs 
of the Provincial which have been 
dragging along and which have not 
yet been closed out, I come in order of 
date next to a letter or copy of a 
letter from Laidlaw, Kappele and 
Bicknell to Foster of the 5th April, 
1902, written to Mr. Foster as Gen- 
eral Manager of the Union Trust 
Company: ‘‘Dear Mr. Foster, in re 
Provincial Trust and Union Trust 
Company. We wish to ask the direc- 
tors to pass a resolution at the meet- 
ing to-day to the following effect.” 
(Reads letter.) 

Q.—Now, just let me ask you 
whether or not the officers of the Pro- 
vincial Trust Company, the new Pro- 
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vincial Trust Company which had not 
yet been wound up, were identical 
with the officers of the Union Trust 
Company? A.—No. 

Q.—They were not? A.—No. 

Q.—Then this seems to have been a 
letter asking for a resolution to be 
passed by the directors of the Pro- 
vincial Trust Company? A.—I am 
not sure as to that point, whether the 
officers of the new Provincial Com- 
pany were not the same as the off- 
ers of the Union Trust Company, my 
impression is that they were not. 
may be wrong in that. 

Q.—I do not think they were, as a 

matter of fact; perhaps it may have 
been just a slip making the wrong 
Board sto pass a resolution? A.— 
Yes. 
_Q.—Then on the 18th April there 
is a letter which is of importance 
from Mr. Laidlaw to yourself. Now, 
Mr. Laidlaw had been commissioned 
by you to buy the shares of the Pro- 
vincialP A.—Yes. 

Q.—Let us get the bearings again, 
because there is danger of losing sight 
of them; the Foresters were purchas- 
ing the stock of the Provincial? A.— 

es. 

Q.—The Provincial was to hand 
over all its assets to the Union Trust 
vompany? A.—Yes. 

Q.—And the Union Trust Company, 
presumably, though you have not yet 
committed yourself to that, the 
Union, presumably, was to indemnify 
the Foresters in respect of the obli- 
gation or the money they paid out to 
the Provincial? A.—Yes. 

Q.—This seems to be a report from 
Mr. Laidlaw to you giving an account 
of his stewardship for the Foresters 
dated 18th April, 1902. It is addres- 
sed to you as Supreme Chief Ranger. 
“In the matter of the Provincial 
‘Trust Company,’’ (Keads). Your pro- 
test at all events got the amount re- 
duced to $2,500? A.—Yes. 

Q.—What were the accruing com- 
missions? JI am told that was the 
commission which the Provincial 
Trust Company were to receive in 
respect of the business it was doing 
in various estates? A.—I could not 
tell you. 

Q.—At all events that would be an 
asset if that were soP A.—Yes. 

Q.—Total assets $99,540.42. Then 
the liabilities to the public, a large 
number of them are in respect of the 
various estates that they had_ in 
hand, and so on. ‘‘Leaving a sur- 
plus of assets over liabilities, but al- 
ways including organization  ex- 
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penses, of $73,215.73.’’ Then Mr. 
Laidlaw goes on to certify ‘‘I exam- 
ined and verified the account of as- 
sets and liabilities’’ (reads). Then the 
letter enclosed is a letter from Mr. 
Mercen to Mr. Laidlaw. He is 
spoken of in Mr. Laidlaw’s letter to 
you as being the accountant for the 
Union. 

MR. TILLEY: For the Provincial, 
I think it shouid be. 

MR TILLEY: | It says 
tant for the Union.’’ (Reads letter 
Exhibit 467.) That letter is to ex- 
plain why we had not yet arranged 
finally for the transfer? A.—Yes sir. 

Q.—Then I see that there is some- 
thing that I might very well have re- 
ferred to when I was referring to the 
agreement between the Foresters and 
the Union Trust Company. This 
seems to be a letter which you ad- 
dressed to Mr. Foster on the 22nd 
April, 1902, when returning the copy 
of the agreement. You were’ then 
in Chicago? A.—Yes. 

Q.—And sent him the agreement 
from Chicago? A.—yYes. 

Q.—Now we understand why the 
agreement was dated back the previ- 
ous September? A.—Yes. 

Q.—(Reads letter). You were tak- 
ing precautions? A.—Surely. 


Q.—Why? A.—In the first place 
we had the same system in the execu- 
tive, that one man should not be em- 
powered to transact important busi- 
ness, and we thought it would be 
safer to have the same rule establish- 
ed in the Union Trust Company, just 
as a safeguard to the interests of the 
Order. 

Q.—If Mr. Hunter will follow I wil) 
make the statement about these pa- 
pers. These are papers from the 
Provincial Secretary’s Office connected 
with the surrender of the Charter of 
the Provincial, and there is only one 
thing I want to read, I think, and 
that is the petition for the surrender. 
The petition for the surrender of the 
charter is dated the 30th June, 1902. 
Apparently Mr. Foster was the Man- 
ager of the Provincial then, because 
he signs this petition as Manager? 
A.—That is the old Provincial. 

Q.—Yes, surrendering its charter— 
the new Board of the old Provincial? 
A.—Yes. 

Q.—This is addressed to the Lieut.- 
Governor and is the petition of the 
Provincial Trust Company of Ontario. 
It sets out the incorporation. It sets 
out that the paid up capital was $113,- 
700. It sets out that the Union 
Trust Company, Limited, was incor- 
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porated on the 7th August, 1901, to 
acquire and take over the assets, busi- 
ness and goodwill of the petitioners, 
and that the petitioners have sold, 
assigned and transferred all their as- 
sets, business and goodwill to the 
Union Trust Company. That all the 
habilities have been paid in full, that 
the shareholders of your petitioners 
have accepted the obligations of the 
Union Trust Company to allot to 
them stock in respect of the assets 
so transferred by your petitioners to 
the said Union Trust Company, Limit- 
ed. Your petitioners have now no 
assets whatever. Your petitioners 
have no liabilities either to the pub- 
lic or to the shareholders of your pe- 
titioners, and the shareholders have 
unanimously passed a resolution that 
the charter should be surrendered. 
Then the proof of advertisement, and 
the prayer that the petitioners as a 
body corporate may be dissolved as 
upon and from the 30th June, 1902? 
A.—Yes. 


MR. SHEPLEY: I am not putting 
in these papers. The affidavit accom- 
panying the petition is made by Mr. 
Foster, that he is the Manager of the 
Provincial Trust Company and that 
the several allegations contained in 
the annexed petition are true in. sub- 
stance and in fact, and then there is 
a statement of affairs under the seal 
of the Provincial Trust Company say- 
ing there are no assets and no liabili- 
ties. That is all I think I desire from 
these papers. 

Q.—If you are not able to answer 
a question or two which I will put 
to you there is no reason why you 
should not get it from anybody else 
who has the information. We make 
out that out of the sum of $82,654.50 
which altogether you paid out of the 
“funds of the Foresters for the Pro- 
vincial Trust stock, you have received 
from the Union Trust Company $50,- 
000 and no more. You received in 
the first place a sum of $50,000? 

MR. HUNTER: No, that is not 
right. 

MR. SHEPLEY: Then we will have 
to see that it is made right. 

MR. HUNTER: There are other 
sums received in cash in addition to 
that. 

‘MR. SHEPLEY: $50,000 received 
from the Union Trust Company. On 
the 3lst September, 1903, $50,000 was 
paid by the Union Trust Company to 
the Foresters on account of $82,654.50. 
Then, on the 3lst December, 1905, 
if you will follow me, please, a further 
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sum of $3,035.83 appears to have been 
paid by the Union Trust Company tc 
the Foresters? 

MR. HUNTER: Yes. 

MR. SHEPLEY: That leaves a 
balance of $29,618.57 ? 

MR. HUNTER: Yes. 

MR. SHEPLEY: Q.—Then, I find 
that in your Return to the Depart- 
ment for the year 1908 you carry 
down as an asset this item, ‘‘Assets of 
Provincial Trust Company, Account 
Value $29,618.57.” That being the 
_same sum of money? A.—Yes. 

Q.—Can you explain that at all, or 
should I get it from somebody else, 
or can you ascertain it from some- 
body else who is present? A.—That 
I am informed and I believe correctly 
—was the value placed upon the re- 
Maining assets of the old Provincial 
Trust Company, including some very 
bad investment they made in Belle- 
ville, some iron company, I think it 
was. 

Q.—What concern had the Foresters 
with that? The Union Trust Com- 
pany were the people who took over 
these assets? A.—Quite so, but the 
Union Trust Company consented to 
place these valuations on the remain- 
ing assets of the Provincial and 
counted them as an asset in these ac- 
counts. 

Q.—We are speaking of two things. 
I carried you over the matter a mo- 
ment ago, so that it would be clear 
in your mind, and you must not mind 
if I seem a little tedious about it? 
A.—And you must not mind if I seem 
a little stupid. 

Q.—The Union Trust Company were 
to get all the assets? A.—Yes. 

Q.—The Foresters paid for the as- 
sets out of the Foresters’ money? A. 
—Yes, 

Q.—And the Foresters were entitled 
to be indemnified by the Union Trust 
Company when they got the money? 

MR. HUNTER: The Union was to 
realise on the assets and turn over 
the money to the Foresters, whatever 
they got out of the assets, that would 
not be indemnifying. 

MR. SHEPLEY: Is there any ar- 
rangement in writing or otherwise to 
which one could refer? 

MR. HUNTER: These assets were 
taken as part of the cash subscrip- 
tion. 

MR. SHEPLEY: But the Foresters 
had paid $82,000 for these assets? 

WITNESS: Yes. 

Q.—Or rather for the stock? A.— 
Yes. 

Q.—Then the Foresters got the 
stock, but the assets had gone to the 
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Union Trust Company. I have just 
been reading from the papers? A. 
—I do not doubt your statement at 
all. The assets and business and 
goodwill were all transferred to the 
Union Trust Company. 


Q.—Thereupon one would have 
thought, unless there was some agree- 
ment to the contrary, it became the 
business of the Union Trust Company 
to pay back to the Foresters the 
money they had paid out? <A.—That 
is as I understand it. 


Q.—That would be a transaction 
one could understand? A.—Yes. 

Q.—Apparently $29,000 odd at the 
end of 1903, which was a year and a 
half afterwards— A.—Yes. 

Q.—Was still being carried by the 
Foresters? A.—I understand that is 
the fact, that the old Provincial 
Trust Company had some bad assets 
which they could not realize on right. 
away, and that it was being held with 
a view to its being realized upon and 
then paid over te the Union Trust 
Company. 

Q.—I would accept that in a mom- 
ent, if it was béing carried by the 
Union Trust Company, because they 
were the people that got the assets, 
but I am trying to find out why the 
Foresters should be under that bur- 
den? A.—That I could not tell you. 


Q.—That you are not able to ex- 
plain? A.—I suppose it was a mat- 
ter of bookkeeping. 


Q@.—The Foresters are out’ that 
money, and cannot get a copper of 
interest on it? A.—They cannot get 
it until the Provincial Trust Com- 
pany’s assets are realized upon, as I 
understand it. 


Q.—That depends upon what your 
bargain was with the Union Trust. 
Is there any minute or memo or 
agreement upon it? 

MR. HUNTER: Never that I have 
found. 

MR. SHEPLEY: Q.—Since_ then 
two further sums have been paid; so 
that on the 3lst December, 1904 a 
further sum of $3,524.39 was paid and 
on the 18th December, 1905, $5,881.- 
54; that leaves a balance which is 
carried down into the Blue Book for 
1905 still as an asset under the same 
name, of $20,212.74? A.—Does not 
the agreement which you were asking 
me about a moment ago between the 
Union Trust and ourselves, cover the 
point about the whole of the assets of 
the Provincial requiring to be trans- 
ferred? 
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Q.—No. Every document we have, 
from Mr. Laidlaw’s Report down to 
the affidavits filed in the Provincial 
Secretary’s Department speak of the 
matter ag a transfer of the assets of 
the Provincial to the Union Trust 
Company? A.—Yes. 

Q.—And the Provincial says ‘‘We 
have no assets now and no debts; we 
do not own anything and do not owe 
anything. The Union Trust Company 
have got everything.’’ If the Union 
Trust were carrying it I could under- 
stand. I want to know why your 
Order has been put to that burden? 
A.—I cannot tell you. 

Q.—It seems to bea very unproduc- 
tive asset? A.—It does seem so. 
would not be surprised if it was in 
the end an unproductive asset. 

Q.—Then one other subject before 
we rise for the day and I will try to 
be brief about it— A.—I will make 
inquiries about this point, and if I 
get any additional light I qill let you 
have it to-morrow. 

Q.—You were quite aware that in 
addition to the moneys that you 
handed over for investment under the 
4 per cent. agreement, to the Union 
Trust Company, you had, to the ex- 
tent shown by the certificate which 
we have referred to, handed over your 
funds by way of capital stock, to the 
Union? A.—Yes. 

Q.—And can you tell me at what 
figure you took up the stock? It 
was at a premium? A.—$110 I 
think. 

Q.—You paid $110 to the Union 
Trust Company for every $100 worth 
of stock you were allotted? A.—yYes. 

Q.—Then subsequently you, or the 
Union Trust Company, applied to in- 
crease its capital stock still further? 
A.—Yes. 

Q.—And to increase it by another 
$500,000? A.—Yes. 

Q.—How was that stock taken up? 
Who took that up? A.—We took 
it up ourselves. 

Q.—Was it taken up just in the 
same proportions as to beneficial en- 
joyment and ownership as the original 
$2,000,000? A.—I do not think so. 
JT think we took the whole of that 
ourselves. We took the whole of the 
$500,000 ourselves. 

Q.—At what figures did you take 
that stock? A.—I suppose at $110. 

Q.—That added $550,000 to the 
amount that you had put in origin- 
ally which was $2,200,000, less the 40 
shares? A.—Yes. 

Q.—You have now a _ very large 
sum of money at stake in the Union 
Trust Company? A.—Yes. 
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Q.—I think I am speaking correct- 
ly when I say you have not anywhere 
upon the Minutes any direct author- 
ity for purchasing the stock—I mean 
any direct authority so far as your 
writings are concerned—to take up 
or purchase stock in the Union Trust 
Company? A.—Perhaps not. 

Q.—You would answer me at once 
that it had been before the Supreme 
Court and recognized and _ ratified? 
A.—No, I do not think so, but I 
think that the Executive agreed to 
increase the capital stock when it 
was represented to them— 

Q.—I am speaking just as much of 
the original investment as I am _ of 
the increase of capital stock. I have 
not been able to find in your Min- 
utes anything, for instance, like this, 
that we authorize the Supreme Ran- 
ger or anyone else acting for the I. 
O.F. to take up stock in the Union 
Trust Company? A.—No, I do not 
think so. I think the principle of 
the formation of the Union ‘Trust 
Company was only affirmed at the 
Los Angeles Session; unless the $500,- 
000 was mentioned. but the stock in- 
creases I do not think you will find 
in the Minutes of the Supreme Court. 

Q.—What I say is that you will 
probably give me the answer—and I 
do not deny the validity of the an- 
swer—that the matter has been con- 
sidered in the Supreme Court and 
whatever original infirmity there may 
have been in the matter it has been 
removed by ratification? A.—Cer- 
tainly. 

Q.—But what I am interested in 
pointing out is that you entered on 
this enormous transaction—I call it 
enormous, because it is without a 
shred of written authority either from 
the Executive Council or from any 
other body? A.—That may be cor- 
rect, but I think that the agreement 
with the Union Trust Company we 
had created was not executed until 
we had the authority of the Supreme 
Court. 

Q.—But you had loaded them up 
with money for their capital stock 
long before that? A.—Oh surely. 

Q.—And it is that that I am speak- 
ing of, your investment in the capi- 
tal stockP A.—Yes. 

Q.—Mr. Hunter is saying—and I 
do not wish anybody to suppose that 
I am overlooking it—that their 
stock in the Union Trust Company 
has been considerably diminished. I 
intend to go fully into that transac- 
tion, but I am trying to take it in 
the order of its date. You were very 
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careful in the agreement between 
yourselves and the Union Trust Com- 
pany in respect to the 4 per cent. in- 
vestments they were to make of your 
surplus, you were very careful to 
provide that there should be no invest- 
ment of that money otherwise than 
you were authorized yourselves to 
investP A.—Yes. We could not en- 
ter into a legal agreement, it seems 
to me of that kind, owing to the fact 
that there was a limitation to our 
powers of investment, and if we had 
exceeded those powers we were liable 
to be called to account by the Insur- 
ance Department, and we took these 
measures to prevent any encroach- 
ment upon our legal authority to in- 
vest. * 

Q.—That is an admirable answer. 
You have, of course, no control either 
contractual or otherwise, in respect of 
met they do with capital stock? A. 
—No. 


Q.—With the moneys that are paid 
in for their capital stock? A.—No, 
except through our directors and 
shareholders. 

. Q.—I mean the Foresters? A.— 
Yes. 


Q.—There is no obligation, contrac- 
tual or otherwise, upon the Union 
Trust Company as to what invest- 
ments it will make with these $2,500,- 
000 of Foresters’ money? A.—No. 


Q.—And there never has been? A. 
—No, except as I say through having 
a representation on the directorate, 
myself, Mr. Stephenson and Mr. Mc- 
Gillivray, I do not think that the 
other directors would have undertaken 
anything that we said ‘‘this ought not 
to be; so that in that way we had 
control. 

Q.—Perhaps you will tell me this; 
in the Board of the Union Trust Com- 
pany has there ever been any basis 
of discussion as to investment founded 
upon the Insurance Act at all? A.— 
No, I do not think so. 


Q.—The Insurance Act does not cut 
any figure in the investments they 
have made with their own money A. 
—Oh, I think I have asked that ques- 
tion myself of the lawyers here, have 
' we the authority to make this invest- 
ment? 

Q.—You mean has the Union Trust 
Company the authority? A.—Yes, I 
think that is what I asked in the 
Board. 

Q.—Have you ever heard this ques- 
tion asked, Is this particular invest- 
ment an investment which the Insur- 
ance Act authorizes or allows? A. 
—Well, of course it would mean that. 
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Q.—Oh, no? A.—When I say, 
Have we the authority— 

Q.—Unless the Union Trust Com- 
pany are precisely the same as the 
Foresters in their powers—and you do 
not suggest that they are— A.—Or 
rather the Union Trust Company 


powers were not limited as the powers 


of the Foresters. 

Q.—That is what I mean? A.— 
That is correct. 

Q.—And when you have been dis- 
cussing investments to be made by 
the Union Trust Companies out of its 
own moneys, you have never made 
the Insurance Act the basis of your 
discussion? A.—Oh no, just the laws 
and the laws which created the Union 
Trust Company were the laws, I should 
think to be consulted when we were 
about to make an investment. Is 
it in accordance with these powers? 


Q.—Well, then, of course you see, 
speaking broadly, and not wanting to 
carry the question beyond just a broad 
statement, you see, of course, that 
you have put your money into the 
Union Trust Company where it may 
go into channels of investment not 
authorized by your own Statute? A. 
—Oh, surely. 

Q.—What changes have there been 
in the private stockholding in the 
Union Trust Company since the orig- 
inal incorporation? A.—That I could 
not tell you. 


Q.—You were quite clear that the 
four gentlemen named paid for their 
stock out of their own money? A. 
—I so understand it; it would be a 
great surprise to me if I find it is 
not so. 

Q.—I notice that upon the death of 
Judge McDougall somebody else suc- 
ceeded him upon the Board? A.— 
Yes. 

Q.—That was the Chancellor of On- 
tario? A.—Yes. 

Q.—Sir John Boyd? A.—Yes. 

Q.—How did he qualify? A.—By 
buying ten shares of stock. 

From whom? A.—TI could not 
tell you that. 

Q.—You do not know how that was? 
A.—No. 

Q.—Can that be ascevtained for me? 
A.—Yes I think so. 

Q.—I wish you would find that out, 
whether that was a purchase by the 
Chancellor of Judge McDougall’s 
stock, or whether it was a purchase 
by him directly from the Foresters of 
some trust stock? 

MR. SHEPLEY states: It is stated 
to me, and I accept the statement, 
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that the Chancellor bought Judge Mc- 
Dougall’s stock. 

Q.—I see that Hon. Mr. Ross is 
now a Shareholder also? A.—Yes. 

Q.—How did he become a share- 
holder? §|§A.—Buying stock. 

Q.—He bought his from the com- 
pany?  A.—TI presume so. 

Q.—Or from the Foresters? A.— 
Yes. 

Q.—At present Mr. Wilson, Mr. 
Ross, Mr. Foster, Col. Davidson, and 
the Chancellor to the extent of ten 
shares each, or 50 shares in all, are 
holders in their own right? A.—Yes. 

Q.—And not trustees—before the 
new purchasers I should have said? 
A.—Yes. 

Q.—Then there are some minutes 
which I have lost sight of. I see 
there was a minute of resolution on 
the 13th July, 1901, authorizing the 
contract about the four per cent. in- 
vestment? A.—Yes. 

Q.—That was specially authorized 
by resolution of the Executive Coun- 
cil? A.—I believe so. 

Q.—On the 12th October, 1901, the 
Supreme Physician was authorized by 
resolution of the Executive Council to 
cast the vote upon the stock of the 
Union Trust Company held by the Or- 
der at the approaching meeting of the 
stockholders thereof—that is Dr. Mill- 
mane VAi—- Ves: 

Q.—That is he was made a proxy 
for the shares held in the company by 
the Order? A.—Yes, and I think the 
reason of that was that myself and 
Mr. Stephenson had to be away and 
could not be present at that meeting, 
probably attending some High Court 
meeting. 

Q.—And the only other ‘resolution 
that I refer to is a resolution made 
upon your suggestion that the Union 
Trust Company should take charge of 
the Temple Building? A.—Yes. 

Q.—And did the Union Trust Com- 
pany take charge of it? A.—Yes. 

Q.—And it has been in charge of 
it ever since? A.—Yes. 

Q.—Then the Union Trust Company 
up to the transaction which took place 
a few months ago when Mr. DuVer- 
net and his associates appeared upon 
the scene, has occupied four positions: 
first, it has been the child of the For- 
esters, the Foresters have owned prac- 
tically all the stockP A.—Yes. 

Q.—Secondly, it has been investing 
the surplus funds on a four per cent. 
arrangement? A.—Yes. 

Q.—Thirdly, it has been taking care 
of investments which were made be- 
fore that arrangement was made by 
the Foresters themselves? A.—Yes. 
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MR. HUNTER: It has been only in 
charge of some of them. 

MR. SHEPLEY: Yes; and fourth, 
it has been in charge of the Temple 
Building? A.—Yes. 

The Commission adjourned at 4.30 
p.m. Thursday September 20th to 
Friday September 21st at 10.80 a.m. 


ee 


SEVENTY-FIRST DAY. 
MORNING SESSION. 
Toronto, Friday, Sept. 21, 1906. 


Examination of DR. ORONHYA- 
TEKHA continued: 


WITNESS: Will you allow me to 
put this in? I dare say it is very 
irregular but I overlooked it alto- 
gether. It is just with reference to 
lapses, showing that if you apply the 
lapses our rates are equal to the Na- 
tional Fraternal Congress rates. 

Q.—I will read the document. This 
is something which ranges itself under 
our discussion as to the effect, of 
lapses? A.—Yes. 

Q.—‘‘Yearly premium payable in 
monthly instalments for life policy ac- 
cording to National Fraternal Con- 
gress table of mortality and 4 per cent. 
interest and I.0.F. secession rate, 
1900 to 1905 (premium to cease at age 
70, and 5 per cent. loading added for 
expenses). Then the ages are 20, 35 
and OU riage ese 

Q.—The National Fraternal Con- 
gress table and the I.0.F. secession 
rate at 4 per cent., at those ages the 
rates are respectively $9.61, $16.33, 
$34.40, and your present rates are 
$9.60 or one cent difference, $16.56, 


or 23 cents difference? A.—In our- 


favor. 


Q.—Yes, and $34.80, or 40 cents in 
your favor? A.—Yes. 

Q.—You had this compiled? A.— 
Yes, it was compiled by an actuary. 

Statement just read marked as ex- 
hibit 469. 

Q.—You are, of course, not misun- 
derstanding us at all, we are putting 
these in, and we intend if we find 
it necessary to subject them to criti- 
cism hereafter? A.—Surely, but I 
am anxious that the Commission 
should have everything connected 
with this question, because it is, I 
think, the crucial thing. 


Q.—In your scheme of insurance? 
A.—Yes. 
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Q.—Or one of the crucial things? 
A. —Yes. 

Q.—You cannot put Forestry into 
one crux. Then, I suppose, there has 
hardly been time for you to have pre- 
pared a statement of the Temple 
Cafe expenses? A.—I think we have 
it. (Produces.) 

Q.—This is the Temple Cafe debit 
balances charged off into supply ac- 
count, July 31st, 1899, to January 
3lst, 1902—those were the years dur- 
ing which the Cafe was in operation? 
A.—Yes. 

Q.—In 1899 $8,441.30 was written 
on, Sin’ 1900, © $172486,.285) im 190), 
$15,318.46, and in 1902, $191.50, or a 
total of $41,387.54, that is financial 
loss involved in that enterprise? A. 
—Yes. re 

Q.—Besides, possibly, some loss of 
prestige? A.—I do not think we 
lost anything in prestige. I think 
everybody understood that the Cafe 
was established simply to popularize 
the Temple and our offices. I was 
told, you will permit me to say, by 
one of the Insurance Commissioners 
who came to examine, when I talked 
to him about the Cafe he said that 
was all right. 

Q.—What do you mean by one of 
the Insurance Commissioners? A.— 
From the United States who came 
from time to time to examine. 

Q.—For the purpose of making re- 
ports to their State Governments? A. 
—Yes, and he said the Equitable had 
such a cafe in its New York office, 
and it was the most profitable part 
of their assets, and it was said to us 
repeatedly that if we would permit 
the sale of liquors in connection with 
the Cafe there was no doubt we would 
make an immense profit, and the 
stand of the Executive was this, that 
if we lost immense sums by not having 
the liquor and we were assured we 
could make a tremendous profit by 
having the liquor there, not a drop 
of liquor would be allowed to be sold 
in connection with the Cafe. 

Q.—One feels always more safe in 
prophesying when he is looking back 
than in prophesying looking forward, 
but I suppose you might have gone 
further and have said if you made a 
loss you wouid shut up? A.—Oh 
surely. 

Q.—And if you made a loss that 
would demonstrate vou were not at- 
taining the object of the Cafe, which 
was popularizing? A.—I think the 
Temple Building was povularized to 
a certain extent by the Cafe, and we 
could rent our rooms better by having 
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the Cafe there, but when we found 
that after a fair trial the Cafe could 
not be maintained except at a loss 
to the Order we shut it up. 

Q.—There is another statement you 
have In your hand? A.—That is 
Just simply a statement of the rentals 
of the Temple Building, I suppose 
that might go in in some other place. 

Q.—Your rentals had reached a 
satisfactory stage when you dropped 
the Cafe? _A.—yYes. 

Q.—And they have receded since? 
Ane wIN Of 

Statement of rentals of Temple 
Building attached to statement of 
debit balances of the Temple Cafe, 
and together marked as Exhibit 470. 

Q.—There are some further papers 
in connection with your dealings with 
the Provincial Trust, which have been 
found, as |I understand from Mr. 
Hunter, and he has been’ good 
enough to let us lave them, and 
there are some of them which seem 
to throw some additional light upon 
the transactions we were discussing. 
I see in the first place that as far 
back as 1899, October 25th, Mr. Mc- 
Gilliivrav was a shareholder in the 
Provincial Trust Company of On- 
tario? A.—Oh yes. 

Q.—That was hefore there was any 
move upon your minutes for the ac- 
quisition of the stock? A.—Yes. 

Q.—Did he go into that with a 
view to the movement which you 
afterwards made toward obtaining 
control? A.—Oh no; he went in to 
watch our interest. 

Q.—In what sense are you speak- 
ing of your interest, how were you 
interested then? A.—I fancy we 
were, for instance they were our ten- 
ants and I am not sure but that they 
had some of our money to invest. 

Q.—You may have been investing 
through them? A.—Yes,:I am. not 
sure of that. 

Q.—And Mr. McGillivray took this 
stock so as to be able to look after 
your interest in the Provincial Trust 
Company? <A.—Yes. 

Evidence of stockholding in Pro- 
vincial Trust Company marked Exhi- 
bit. 471. 

Q.—Then there are some further 
letters here which I do not think are 
of such great consequence to take up 
time with just now, and there is some 
corresvondence between Mr. Laidlaw 
and Mr. Wilson of Chatham, which 
T think material to put in. You were 
not aware when I was questioning 
you yesterday of Mr. Wilson’s posi- 
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tion in the course of those negotia- 
tions you told us? A.—wNo sir. 

Q.—And perhaps you have not be- 
come aware of it since except in so 
far as you have been informed of the 
contents of this correspondence? A. 
—Just so. 

Q. Roe will just see what the cor- 
respondence «does disclose? A..—I 
trusted Mr. Laidlaw wholly in the 
negotiations. 

Q.—The first document is a letter 
from Mr. Laidlaw to Mr. Wilson of 
the 25th February, 1901, and that 
letter is couched in these terms: ‘‘I 
have at the request of intending pur- 
chasers examined the provisions of 
the charter and the list of assets of 
the Provincia] Trust Company, and 
I may say to you in confidence that 
I think,’ ete. (reads letter down to 
the words ‘‘guarantee for the invest- 
ment’’—that refers to the Execu- 
tive Committee of the Provincial Trust 
Company, which was to guarantee 
the investments if they were to be 
taken over? A.—That is a letter 
from Mr. Laidlaw to Mr. Wilson? 

Q.—YesP A.—Yes. 

Q.—And it wonld seem to indicate 
that Mr. Wilson—perfiaps you know 
that as a matter, of fact—was a man 
who had something to say about the 
policy of the Provincial? A.—The 
old Provincial, yes. 

Q.—Perhaps you know he was upon 
the Board of the old Provincial? A. 
—No, I did not, I knew he repre- 
sented apparently the interests of the 
old Provincial in the negotiations. 

Q.—In other words he was acting 
for the vendors and Mr. Laidlaw for 
the purchasers of the shares and the 
assetsP A.—Yes. 

Q.—The next letter is—we have not 
the report from the Executive Com- 
mittee that is referred to in it, but 
the letter itself is from Mr. Laidlaw 
to Mr. Wilson, and it is 26th Feb- 
ruary, 1901: ‘‘I have considered your 
report , from the Executive Com- 
mittee,’’ etc. (reads whole of letter 
aaaine postscript). Then the next 
letter is also from Mr. Laidlaw to 
Mr. Wilson, and it is of the 27th Feb- 
ruary—we have only one side of the 
correspondence, but we have to take 
what we can get—‘‘I concur with 
you,’’ ete. (reads whole of letter). I 
want to see whether you will give 
your assent to that, that looks as 
though Mr. Wilson was expected to 
endeavor to get the shareholders of 
his company to sell to the clients of 
Mr. Laidlaw at the rate of 65 cents 
upon the dollar all or a majority at 
least of the stock? A.—yYes. 
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Q.—And Mr. Laidlaw is putting to 
his credit $25,000 no doubt out of 
the funds you had supplied him with? 
A.—Yes. 

Q.—The next document is—do you 
know Mr. Wilson’s handwriting? A. 
—I think I would recognize it. 

Q.—Is that Mr. Wilson’s handwrit- 
ing at the foot of it? A.—Yes. 

Q.—This is addressed to William 
Laidlaw and the Provincial Trust 
Company of Ontario, Limited, and 
dated 27th February: ‘‘In pursuance 
of the negotiations,’’ etc. (reads 
whole of first page). Then is put a 
summary of the account which dove- 
tails in with the account we saw yes- 
terday sent to you by Mr. Laidlaw. 
(Continues reading the document). 
That is signed by Mr. John Flett, 
James Scott, J. A. McGillivray and 
John R. Barber, and it is marked 
approved by Mr. Laidlaw. On the 
same day Mr. Laidlaw writes to Mr. 
Wilson: ‘‘My clients understand that 
I personally undertake that in con- 
sideration of your promise,’ etc.— 
Mr. Laidlaw says there ‘‘My clients 
understand,’’ were you aware that 
Mr. Wilson of the Provincial was to 
be paid $1,000 by you? A.—No. 

Q.—Here is a receipt from Mr. 
Wilson of the 27th February for the 
sum of $25,000: ‘‘I acknowledge I 
received from you the cheque of your 
firm for the sum of $25,000,’’ etc. 
(reads). Then there is a statement 
of assets and liabilities dated 26th 
January, 1901, of the Provincial Trust 
Company; perhaps you have not any 
knowledge of that? A.—wNo. 

Q.—Then there is a statement of 
interest accrued and then there is a 
statement of the safe deposit depart- 
ment, and that is the end of that 
particular stage of the matter. 

(Bundle of correspondence and do- 
rae referred to filed as Exhibit 

ye 

Then on the 12th March, 1901, we 
have a letter from Mr. Wilson to Mr. 
Laidlaw as follows: ‘‘I have yours 
of the 11th inst.,’’? etc. (reads letter 
down to the words ‘‘before closing the 
matter.’’) I suppose that means 
strong statements from the sharehold- 
ers when it is suggested to them to 
sell stock at 65 cents on the dollar 
that they thought was gilt-edged? 

.—I presume so. 

Q.—(Continues reading letter). ‘CAs 
Mr. McGillivray suggested,”’ that21 
take it refers to his paying for the 
stock as he goes, being now sure he is 
going to get a majority instead of just 
taking options? A.—Yes. 
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Q.—(Continues reading _letter) 
‘Writing essays about loan compan- 
ies’—do you know what that refer- 
ence is to? A.—To his writing to 
his intending sellers explaining the 
conditions under which the thing was 
being put through, and saying why 
he ought to sell. 

Q.—Writing persuasive essays up- 
on the subject? A.—yYes. 

Q.—4th April, Mr. Wilson to Mr. 
Laidlaw: ‘‘The amount of stock to 
be got in is $118,950,’’ etc. (reads 
down to the words ‘“‘balance of $25,- 
067.50,’’ that corresponds with the 
three payments made by you to Mr. 
Laidlaw? A.—Yes. 

Q.—So that upon the receipt of this 
letter aparently Mr. Laidlaw has gone 
about and got the exact amount? 
A.—Quite so. 

Q.—‘‘This arises from the fact,’’ etc. 
(Continues reading letter). Then the 
last letter is a letter from Mr. Laid- 
law to Mr. McGillivray, 27th August, 
1901, that is the letter about the 
meeting of the Provincial Directors, 
that is the new company, the Union 
Trust Company? A.—Yes. 

The three last letters read made 
part of Exhibit 472. 

Q.—This document is furnished as 
an account of the dealings of Mr. 
Laidlaw, your accredited agent, with 
the funds that you furnished him 
with. That I understand you have 
probably never seen although you 
heard of it last night? A.—Yes. 

Q.—An account made up at the 
time but never yet read? A.—After 
a certain stage of the negotiations 
for the purchase of the interests of 
the old Provincial Company the busi- 
ness was handed over to Mr. McGil- 
livray, and after that of course I 
am acquainted with the details only 
in a general way. 

Q.—Perhaps you would like to 
know just how the account does stand P 
A.—Weli, as ancient history I sup- 
pose it would be interesting to me. 

Q.—Would you like to know whether 
there is anything coming to the For- 
esters? A.—I do not think it would 
do any good now to burden my brain 
with details of that kind, still how- 
ever if you would like to tell me in 
a way I should like to know. 

Q.—Well, the final balance is a bal- 
-nce against you of $52.08? AC 
Well, if we came out as well as that 
Y ought not te grumble. 

Q.—I see Mr. Laidlaw has deduct- 
ed his own charge amounting alto- 
gether to $7,600 besides expenses, and 
he has deducted $360 paid to Mr. 
Wilson besides the thousand doliars? 


Ind. Order of Foresters, 
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A.—Lawyers generally get all that is 
allowable, and sometimes a little 
more. 

MR. HUNTER: That is a credit of 
$52.08 P 

MR. SHEPLEY: Yes, Mr. Laidlaw 
has $52.08 in his hands belonging to 
you on the face of the statement? 
A.—That is a very gratifying piece 
of information; it is more than 
expected. 

Q.—You told me you were not 
aware during the progress of these 
negotiations that Mr, Wilson was be- 
ing rewarded for acting for the Pro- 
vincial Trust Company, rewarded out 
of the funds of the Foresters? A.— 
Certainiy not. 

—Statement of Mr. Laidlaw’s deal- 
ings just referred to marked as Ex- 
hibit 473. 

Q.—I suppose the amount of the 
charges of your own agent or solicitor 
never was discussed? A.—No. Yes- 
terday you asked me about the Union 
Trust Company being entrusted with 
our investments. 

Cy>-YesP “A.—Lbthink) I. did) not 
make myself clear in the answers to 
you as to the real condition of 
things, I mean on our old _ invest- 
ments, whether they had the manage- 
ment of that or not. I am advised 
that there are some three millions of 
the old investments which are in our 
hands and not being managed by the 
Union Trust Company. 

Q.—That would be probably the 
great bulk of investments you had on 
hand at that time? A.—I presume 
so, yes; although we have a certain 
amount of current revenue at our dis- 
posal to invest. 

_ MR. SHEPLEY: Mr. Tilley will 
ask the doctor some questions about 
the Temple Building. 

MR. TILLEY: You spoke: of the 
assets that are still in your posses- 
sion uot turned over to the Union 
Trust Company? A.—Yes. 

Q.—Do you handle those in any 
way through a bank? A.—I don’t 
think so. 

Q.—There seem to be payments 
shown in your items of expense made 
to the Standard Bank amounting to 
a regular sum of $3,500 a year? A. 
—I suppose that is the commutation 
of their commissions. 

Q.—Made a lump sum of $3,500 a 
year? A.—Yes. . 

Q.—Without charging specific items 
against specific cheques? A.—Quite 
so, exchanges and cheques. 

Q.—Do you remember now the date 
when you first decided to erect the 
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about 1894 or 1895. 

Q.—Was that decided at a Supreme 
Court meeting? A.—No, it was de- 
cided by the Executive, and then the 
plans were submitted to the Supreme 
Court at its London session, and it 
was endorsed by the Supreme Court. 
The record at the Supreme Court 
meeting in London is as_ follows: 
“Your Committee desire to piace on 
record their approval of the scheme 
adopted by the Executive Council for 
the purpose of providing permanent 
and suitable offices for the use of the 
Supreme Court at the headquarters 
of the Order in the beautiful city of 
Toronto, in the Province of Ontario. 
Your Committee also express their 
approval of the site and plans select- 
ed by the Executive Council, and we 
feel assured that the securing of 
permanent fire-proof offices for the 
headquarters of the Order with all 
necessary accommodation and modern 
appliances and conveniences will be 
found greatly to the interest and ad- 
vantage of the Order; and that re- 
port was adopted. 

Q.—What was the date of that re- 
port? A.—1l10th August, 1895. 


Q.—Had you at that time bought 
any iand for the purpose of erecting 
a building? A.—Yes. 

Q.—You had already made a pur- 
chase of a portion of the property? 
A.—Yes. 

Q.—You remember what power of 
holding land you had in 1895? A.—~ 
$100,000 I think. 

Q.—That would be under the Act 
of 1889? A.—Yes. 

Q.—Under section 4 of that Act: 
“The value of the real property which 
the Society or any branch thereof 
may hold shall not exceed in the case 
of the Society $100,000, in the case 
of any branch $25,000, but in towns,”’ 
and so on. So that the limitation was 
$100,000 for any head office building ? 
A.—Yes. 

Q.—Then in 1896 by the Act that you 
had passed in that year the limita- 
tion as to real property was changed, 
and section 4 was made to read: ‘‘Tha 
value of the real property which the 
Society cr any branch thereof may 
hold shall not exceed in the case of 
the Society $350,000,’ and then it 
goes on as to branches, so that the 
increase in 1896 was from $100,000 to 
$350,000P A.—That is right. 

Q.—Was it expected at that time 
that $350,000 would be sufficient to 
cover the value of the land and the 
buildings? A.—wNo, sir. 
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Q.—What was the expectation 
then? A.—As to the full cost? 

Q.—As to the full cost, yes? A.— 
That it would be between $700,000 and 
$800,000, and we tried to get author- 
ity for that. 


Q.—The Bill that you presented to’ 
Parliament was for a larger holding.? 
A.—To cover our whole cost of the 
Temple Building. ; 

Q.—It was based on the principle 
of the annual value of the land rather 
than the total aggregate vaiue of the 
land? A.—Not at the time. 

Q.—Subsequently it was? A.—That 
was in the 1901 session, and we based 
it upon that. Mr. Hunter. advises 
me that the Bill introduced was upon 
that principle—certain annual value. 

Q.—That was the principle that was 
adopted in the Act of 1901P A.—I 
remember that now distinctly, be- 
cause Mr. Laidlaw was with me in 
interviewing the Insurance Superin- 
tendent. The Superintendent objected 
to make it that way and Mr. Laidlaw 
pulled out, the statutes and showed 
the Commissioner that the Canada 
Life had 

Q.—Was based upon that principle? 
A.—Yes. 

Q.—So that that was in 1896? A 
—Yes. 

Q.—Then in 1901 in the Act of that 
year relating to the Foresters, sec- 
tion 45 was again changed to bring 
it into accord with that’ principie? 
A.—Just so. 

Q.—‘‘The value of the real pro- 
perty which the Society or any branch 
thereof may hold shall not exceed in 
the case of the Society, in the whole 
at any one time, the value of $30,- 
000°??? A.—That is right. 

Q.—And then it goes on to provide 
the capital value for branches? A.— 
Yes. 

Q.—Having decided that the build- 
ing to be erected with the land would 
be of a value over, say $700,000, and 
your power to invest in land and 
buildings being only $100,000 origin- 
ally, what did you decide to do in 
order to put up the building and not 
violate the Act? A.—We did not de- 
cide on anything; we just went right 
on with the building. 

Q.—You just went right on with 
the building? A.—Yes, expecting at 
some future date that Parliament 
would get wiser and give us the power 
to hold our property here. 

Q.—You decided to go on and get 
legislation later making it right? A. 
—Quite so. 


INSURANCE. 2331 


SESSIONAL PAPER No. 66 


71st day, September 21,1906. 


Q.—Then the first purchase that 
you made seemed to have covered a 
parcel of land about 85 feet on 
Richmond street west and running 
north, I think originally it ran north 
to Queen street, did it not? A.— 
No, the original purchase was simply 
to cover the Temple Building. 

Q.—That would be 107 feet it ran 
north from Richmond street? A.— 
Yes. We subsequently purchased the 
lots in rear of that, to go right 
through to Queen street. ’ 


Q.—But the original purchase was 
made in January, 1895? A.—Yes, 
about 85 feet front on Richmond St. 
by 107 feet deep. 

Q.—By 107 feet 9 inches deep? A. 
—Yes. 

Q.—Do you remember that that 
was conveyed to Miss Jennie Bailey? 
A.—Yes. 

Q.—Then she would hold that as 
a trustee for the Order? A.—Oh 
yes. 

Q.—She was connected. with the 
Order at that time? A.—She was 
my private secretary. Would you al- 
low me to explain how that occurred ? 

Q.—Certainly P A.—When the 
broker came to me—-we were looking 
for sites—he said: ‘‘There is a lot 
of land that will go into the market 
next month, and I think I can get 
it for you at a snap bargain, but you 
must not buy it in your own name, 
or Mr. McGillivray’s name, or the 
name of the Order; you must give 
me ‘the name of some person uns 
known.’’ 

Q.—You must not buy it in your 
own name? A.—Yes, that is what 
he said. 

Q.—That is to say the Independent 
Order of Foresters must not be known 
in the transaction? A.—Exactly. If 
my name was mentioned, and Mr. 
McGillivray’s, probably the price 
would be run away up, and I said 
to the broker, ‘‘Well, I will try and 
get somebody to act for us.’ My 
secretary was sitting in the room, 
and he said, ‘‘Why that young lady 
will do.’?’ And when I asked her if 
she would lend us her name she said 
certainly if I wanted it, and in that 
way her name became connected with 
the purchase. 

Q.—Then that would indicate that 
you had seme broker looking for an 
apvropriate and suitable site for you 
before that? A.—The broker had 
been acting for us previously. and he 
came to me voluntarily to inform me 
of the sale of this property. 
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Q.—Was that the only location 
where you bought property with the 
intention of using it for the head 
office building? A.—Yes, but then 
we were looking at the old Temper- 
ance Building, and some negotiations 
were going on to build it where the 
Saturday Night building is now. 

Q.—But these negotiations never 
resulted in a purchase being made to 
carry it out? A.—Oh no. 


Q.—The only purchase was at the 
present site? A.—Yes. 


Q.—Then the agreement you say for 
the purchase of that land was made 
with Miss Bailey for the reason given 
by the broker? A.—Yes. 

Q.—Had you in your mind then 
anything as to the provision of the 
Insurance Act with respect to value? 
A.—Oh no. 

Q.—You were not thinking of that 
at all? .A.—No. 

Q.—There was no connection be- 
tween the limitation of your power 
under the Insurance Act and the con- 
veyance to Miss Bailey? A.—None 
whatever. 


Q.—Then an agreement having 
been made in that way, the convey- 
ance followed the terms of the agree- 
ment and was made to Miss Bailey? 
A.—Crtainly. 

Q.—For $9,500? A.—Yes, I think 
it was that amount. 

Q.—That was the exact purchase 
price? A.—Yes. 

Q.—The moneys being payable di- 
rectly out of the funds of the Order? 
A.—Oh yes. 

Q.—Then shortly afterwards, I 
think in March, 1895, you bought the 
corner, do you remember? A.—Yes, 
very shortlv afterwards. 

Q.—March, 1895? A.—Yes. 

Q.—The corner had 40 feet on Bay 
street by 55 on Richmond street? A. 
=—Y 9. 

Q.—That conveyance was again 
taken in the name of Miss Bailey? A. 
—I am not sure about that. 

Q.—Well. that is the fact? A.— 
I presume it is so. 

Q.—Do you know whether that was 
for the same reason? A.—Oh no, it 
would not be for the same reason; 
it would not be for the reason to 
avoid competition. In the first place 
we bought the property. which was 
in Chancery T believe. which was at 
anv rate in the hands of the Court. 
and the Court gave an Order to sell, 
an order to distribute among the heirs, 
and there might have been quite a 
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competition, but the other was bought 
from the Freehold. 

Sa EN Loan Company? A. 
—Yes. 

Q.—Then at the time you bought 
from the Freehold Loan Company was 
it known that the property was really 
for the Foresters? A.—Oh yes. 


Q.—At that time that was known? 
A-—Yes, and Mr. Wood charged a 
very high price for it at first, and 
then I bought the property in rear 
of our property through to Queen 
Street. I knew that the price asked 
was a price upon which we could make 
a profit almost immediately after, and 
then I used that property to operate 
on Mr. Wood, to bring his price down 
to a reasonable price, because I really 
wanted to get to Bay Street and ,not 
to Queen Street, and my recollection 
is that we traded after that. 


Q.—You made an exchange of the 
north part of your property for pro- 
perty of the Freehold Company on 
Bay Street? A.—Yes. 


Q.—And thereby that brought you 
out te Bay Street? A.—Yes., 


Q.—Then if it was known that the 
Foresters were the real purchasers, 
and the negotietions were carried on 
by you direct, as I would assume from 
what you say, what object was there 
in transferring the second parcel to 
Miss Bailey’s name? A.—Why simp- 
ly that she was holding the first parcel 
yet. 

Q.—And you proposed to make the 
title common? A.—Yes. 

Q.—There was no thought then of 
the Insurance Act? A.—Oh no. In 
those days we were not you see under 
direct supervision of the Insurance 
Department. 

Q.—Quite so? A.—It was prior to 
the Act of 1896. 

Q.—Before the Act of 1896 there 
was no investigation? A.—We were 
not under the immediate control of 
the Insurance Department, and we 
did just as we pleased. 

Q.—Possibly you have since too? 
A.—Oh no, we have obeyed the Act. 

Q.—Then on the 27th May, follow- 
ing the purchase of the two proper- 
ties, Miss Bailey mortgaged both pro- 
perties to the I.0.F., do you remem- 
ber thatP A.—No,—oh yes, that 
would be— 

Q.—For $200,000P A.—Yes. 

Q.—The buildings would be then 
started? A.—I presume so. 

Q.—And that would be for the pur- 
pose of giving the I1.0.F. a direct 
claim on the property for the money 
it had paid? A.—I presume so. 
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Q.—So that the whole amount at 
risk would not be there standing in 
Miss Bailey’s name by the I.0.F? 
A.—Quite so. Our lawyer—Mr. Mc- 
Gillivray and the lawyers—managed 
the thing after I had purchased. 

Q.—Possibly without your knowing 
it or appreciating it, the transaction 
was put in that way so that the I.0. 
F. would be mortgagee of the pro- 
perty rather than owner? A.—Yes. 

Q.—Having regard to the +erms of 
its Act? A.—Perhaps so. 

Q.—That might be without your ap- 
preciating it? A.—Oh I trusted my 
lawyers. 

Q.—Mr. McGillivray might have de- 
cided on that? A.—I always trusted 
my lawyers. 

Q.—That is quite proper. A.—Yes. 

Q.—Then the purchase was made 
of the property to the north of the 
corner piece, carrying you up some 
654 feet further on Bay Street, after 
the mortgage— A.—I presume that 
is the property we call the Annex. 


Q.—The Cafe property do you mean? 
A.—Yes. 

Q.—Oh no, that was purchased some 
time later? A.—That was the’ pro- 
perty—there was only one property, 
because the Queen Street properties 
are two lots and came right down to 
the rear of our building, but in the 
transaction with Mr. Wood, the Hon. 
S. C. Wood of the Freehold, I suc- 
ceeded in securing a 20 foot piece 
in the rear of our property as a light- 
hole, 


Q:—When you say in the rear of 
your property you mean to the dorthP 
A.—Yes. 


Q.—North of the 85 foot property? 
A.—Yes, we bought the whole of that 
lot through to Queen Street, and we 
sold, or rather we traded, and we 
reserved a 20 foot lease to reach— 

Q.—To make a light-well? A.— 
Yes. 

Q.—Then in connection with that 
exchange was the transaction where 
you got the additional land running 
up Bay? A.—Yes, that is the pro- 
perty I mean that we traded. 

Q.—On the 24th April, 1896, you 
got one parcel, and on the 24th April, 
1896, by a separate conveyance you 
got another parcel? A.—Yes. 

Q.—Making two additional parcels 
up Bay Street which carried you 1054 
feet up Bay from the corner of Rich- 
mond? A.—Yes. 

Q.—And gave you a depth of about 
140 feet? A.—Yes. 

Q.—Along Richmond? A.—Yes. 
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Q.—Those additional purchases 
from the Freehold on Bay Street were 
made again in Miss Bailey’s name as 
aps as the 24th April, 1896? A.— 

es. 

Q.—After the mortgage for $200,- 
000, which was the 27th May, 1895, a 
year later? A.—yYes. 

Q.—Apparently after getting all the 
property you wanted at that time on 
Queen Street, Miss Bailey conveyed 
to the I. O. F. on the 380th April, 
1896, the 85-foot parcel on Richmond 
Street, the corner lot, 40 by 55, and 
then the two additional parcels that 
‘ihe got by exchange in 1896? A.— 

es. 

Q.—That conveyance from Miss 
Baiiey to the Independent Order of 
Foresters was completed on the 30th 
April, 1896, the Act increasing the 
amount of real estate you could hold 
having been passed and assented to 
on the 28rd of April, 1896? A.—Yes. 


(J.—So apparently within a week 
after the Order had power to hold 
land up to $350,000, you had a con- 
veyance made by Miss Bailey to the 
Foresters? A.—Yes. 

Q.—Of the iour parcels of land? 
A.—Yes. 

Q.—Then you remember the Ontario 
Realty Company veing formed? A. 
—Yes. 

Q.—Why was it formed? A.—Well, 
we had $700,000 or $800,000 of realty 
right here, and the Act instead of 
giving us what we asked tor, which 
wouid have covered all our holdings 
here, only gave us one-half, $350,00u, 
and we formed a _ realty company, 
somebody I think said to me one tine, 
to evade the Act; we formed the com- 
pany to comply with the Act, to bring 
our holding. 

Q.—To reduce your holding to what 
the Act allowed? A.—Yes. 

Q.—That is to say, having taken 
the conveyance from Miss Bailey of 
the whole of the land, then you pro- 
posed to put the title to part of the 
land in an independent company? A. 
—Yes, to bring our own holding with- 
. in the Act at that time. 


Q.—Was the Realty Company form- 
ed entirely by persons in the Inde- 
pendent Order of Foresters? A.— 
Yes. What I mean by that, it was 
composed entirely of friends upon 
whom we could rely, chiéfly I think 
our officers. 

Q.—AIl the parties were officers, I 
think, in the Independent Order of 
Foresters? A.—Yes, we took no risks 
about it. 
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Q.—And they held the stock that 
stood in their names as trustqos prac- 
tically for the Independent Order of 
Foresters? A.—I presume so. 
_Q.—That is to say it was a sub- 
sidiary company entirely of the In- 
S bande as Order of Foresters? A.— 

es. 

_ Q.—When it was formed was it your 
intention to have that company own 
any other lands than a portion of 
the head office building? A.—Oh no. 

Q.—It was not intended to in any 
way use the charter for any other 
purpose? A.—Oh no, simply to 

Q.—The holding of the company? 
A.—Simply to give us fighting posi- 
tion, in case anybody prosecuted us 
for holding more iand than we ought 
to have. 

Q.—The company was incorporated 
I think under the Provincial Act? 
A.—I daresay. 

Q.—A limited liability company? 
A.—Yes. 

Q.—Then do you remember what 
you conveyed to the Realty Company ? 
A.—Oh it must have been an undi- 
vided half of our 

Q.—An undivided two-fifths inter- 
estP A.—Yes. 

Q.—In all the property that Miss 
Bailey had conveyed to the I. O. F.? 
A.—Yes, 


Q.—I suppose at that time being 
greatly enhanced by the buildings 
that were on it? A.—Yes. 

Q.—Do you remember to what ex- 
tent they were completed on the 23rd 
December, 1897, when the Ontarid 
Realty Company took part? A.— 
Oh the buildings were completed as 
they stand now. 

(Q).—Then the value that was placed 
on the undivided share of the On- 
tario Realty Company was $24,000? 
A.—Yes. I do not know the exact 
figures. That would be about correct, 
I should imagine. 

Q.—That would place the whole at 
about $207,000? A.—I think in the 


meantime we had scaled on _ the 


buildings by command of the Supreme 
Court, so as to bring ourseives within 
the Act. Their order was to scale 
the building down to $350,000 or get 
new legislation. 

Q.—Where is that referred to? A. 
—It was on a motion of Mr. Stephen- 
son, 

Q.—You are referring now to the 
minute of the Supreme Court Meet- 
ing? A.—yYes. 

Q.—Held at Toronto in 1897? A. 
—1898. 
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Q.—And it is given at page 32 of 
the printed Minutes. The motion 
was made by Mr. Elliott G. Stephen- 
son, supported by John A. McGill- 
vray, and resolved that the Execu- 
tive Council be and is authorized te 
obtain any further legislation that 
may be deemed necessary or expedi- 
ent to confirm, if need be, the actior 
of the Executive in the conclusion 
and completion of the Temple Build- 
ing, costing about $700,000 as opened 
and dedicated during the present Ses- 
sion of the Supreme Court, or if the 
Executive Council shall not find it 
necessary to ‘secure such additiona} 
legislation confirming such action, and 
shall deem it wise so to do, that they 
be authorized to appropriate any 
balance in the Contingent Fund, or 
that shall accumulate therein from 
any year, to reduce the amount se 
invested in the Temple Building te 
an amount not less than $350,000. 
and be it therefore resolved that the 
Executive Council be and is authoriz- 
ed to apply for and secure any addi- 
tional legislation necessary or expedi- 
ent to make the same conform to the 
action taken by this body during its 
present Session. Carried unanim- 
ously. 

MR. HUNTER: The word ‘‘conclu- 
sion’’ in the resolution should really 
be ‘‘construction.’’ 

WITNESS: ‘‘Construction’’ would 
be a better word. 

MR. TILLEY: Q.—That resolution 
was passed in 1898? A.—At the To- 
ronto Session. 

Q.—So that it was after you had 
the legislation authorizing you ‘‘te 
hold the $350,000?’ . A.—Yes. 

Q.—And the intention of that reso- 
lution was to get within the Act, 
either by improving the legislation or 
by reducing the value of the building? 
A.—Yes, that is so. : 

Q.—And at that time the buildin 
stood partly in the Ontario Realty and 
partly in the T.0.F ? A.—Yes. 

Q.—Was there any criticism of that 
method of dealing with the property 
at that time? A.—By the Supreme 
Court? 

Q.—Yes? A.—Oh no. When we 
explained the object of it they thor- 
oughly approved of our method. 

Q.—Of your having done it? A. 
——Y 65, 

Q.—But decided to change it, never- 
theless? A.—Well. decided to re- 
move that anomalous condition as 
soon as possible, and in pursuance of 
its orders, I think the next year or 
two we scaled the building down by 
some $200,000, and would have con- 
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Ane that until we reached $350,- 
0. 

Q.—If you had not got the legisla- 
tion? A.—If we had not got the le- 
gislation. 

Q.—Then on the same day that the 
conveyance was made to the Ontario 
Realty Company, that Company gave 
a mortgage back to the I-O.F. for 
the sum of $240,000? A.—Quite so. 

Q.—So that the I.0.F. then were 
owners of three fifths of the land and 
buildings and mortgages of the re- 
maining two-fifths? A.—That is right 
—fully protected. 

Q.—For the full amount that the 
Ontario Realty Company was supposed 
to have paid the I.0.F. for the two- 
fifths interest? A.—yYes. 

Q.—Then that gives the chain of 
title to the building proper, but be- 
sides that you got the annex? A.— 
Yes: 

Q.—When did you decide to ac- 
quire thatP A—When we were 
threatened with an action for having 
built on the property of some other 
company, a portion of our building. 

Q.—That is some person owning ad- 
joining land claimed that you were 
trespassers? A.—Yes, and the ground 
of our trespass was that they had an 
old coal] shed, which leaned some 2 
feet, I think it was, and on_ that 
ground they claimed that some two 
feet of our property was on their pro- 
perty, and when I learned that the 
Supreme Secretary recollected that 
building, T came to the conclusion 
that I had better buy the suit off, al- 
together. 

Q.—So that to that extent it was 
forced upon you? A.—Yes. 

Q.—You thought it was a business 
settlement of a dispute with the ad- 
joining owners? A.—Yes. You know 
what a law suit will amount to, etc. 
Of course there was the idea also that 
we could get the preperty at a value 
which would he quite reasogable, and 
upon which the Society would pro- 
bably make a profit in the long run. 

Q.—That property was conveyed to 
Mr. Hunter, your Solicitor, at $11,- 
300 on the 15th January, 1898? A- 
—That came about in this way; I 
made the negotiations direct, and the 
vendors were away up in the air about 
the price, and afterwards I instructed 
Mr. Hunter, who was my solicitor, to 
see whether he could get the property 
for less than I was asked to pay, and 
as a matter of fact we did get it for 
very much less. 

Q.—You found you were being held 
up as to price? A.—Held up. 
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Q.—And Mr. Hunter then took up 
the transaction as a rank outsider? A. 
=—-As a iriend of mine. 


Q.—But an undisclosed friend? A. 
-—As you say, a rank outsider. 

Q.—And the result of his negotia- 
tion was an improvement in the price? 
A.—Oh, decidedly. 

Q.—Then the conveyance to Mr. 
Hunter was not brought about by any 
condition of your legislation as to 
holding land at that time. It was 
merely carrying through the transac- 
tion according to the agreement 


which he had signed? <A.—Yes. 


Q.—It remained in Mr. Hunter’s 
name from the 15th January, 1898, 
until after your new Act was passed 
in 1901? A.—It was not safe to trans- 
fer the property over to us because 
of its increasing the amount of our 
holding powers probably beyond the 
Act, after deducting the holding of 
the Realty Company. 

Q.—You were too near the margin 
allowed you by the Act of 1896? A. 
—Yes, 

Q.—So that while it may not have 
been taken originally in his name on 
account of his name, it was allowed 
to remain in his name for that rea- 
son? A.—Quite so. 

Q.—And then you put through that 
transaction in the same way as the 
other, by taking a mortgage from Mr. 
Hunter to the I-0.F.?. A.—That is 
right, to insure the I.0.F. 

’ Q.—To show its name on the re- 
gister of title, I suppose? A.—Yes. 

Q.—Then you erected a building on 
that property? A.—Yes. 

Q.—Apparently that would be in 
the year 1898, that that was doneP 
* A.—I presume so, the year that, .we 
decided to experiment upon the cafe. 

Q.—That would appear to be so, be- 
cause at the end of the year 1898, 
or on the 15th of November of that 
year, at any rate. Mr. Hunter gave 
a new mortgage for $20,000, and the 
old mortgage was discharged in De- 
cember? A.—Yes. . 

Q:—That is to say, the value of that 
piece of property having been improv- 
ed by the building, the I.0.F. took 
security for a larger amountP A.— 
Yes. 

Q.—Then on the 16th April, 1901, 
the Act of that year having been as- 
sented to on the 15th April, 1901, the 
day after the assent was given, you 
took a conveyance from the Ontario 
Realty Company of the share that had 
been nominally standing in his name? 
A.—Yes. 

Q:—And bronght the whole Temple 
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Building property under the direct 
title of the I1.0.F.? A.—yYes. 

Q.—And then the month following 
Mr: Hunter transferred the parcel of 
land that was standing in his name 
also to the Order? A.—Quite so. 
Then I think T took immediate steps 
to secure the title to all this property 
by the I.0.F. by the Land Titles Act. 

Q.—Apparently after that was 
done, in order to get yourselves a per- 
fect title, you applied to have it 
brought under the Land Titles Sys- 
tem? A.—Yes. 

Q.—I suppose partly, was it by rea- 
son of any question that may have 
arisen as to your right to acquire 
when you did acquire the property? 
A.—I think it was just simply to 
vest all this property absolutely with 
the I.0.F.—legally vest it. All sorts 
of things had been circulated by rea- 
son of the original purchase having 
been made in Miss Bailey’s name, 
and by reason of the fact that Mr. 
Hunter had bought this property, 
and I wanted to make it clear to the 
Order that everything had been done 
in the interests of the Order, and as 
soon as possible the whole property 
was vested in the Order as ‘absolutely 
as we could make it. 

Q-—And it would follow, I think, 
from what vou have said, that there 
was no profit in any of these trans- 
actions to any of the parties in whose 
name the land stood at any time? A. 
—Oh no. 

Q.—The payments out and the re- 
ceipts. I suppose, were always made 
directly to the I.0.F.? A.—Oh yes. 

Q.—Then Mr. Hunter refers to the 
building, cr rather the Temple Build- 
ing property, which is given in the 
Supreme Court Minutes— A.—In 
my Report, I think, to the Los Angeles 
Session I incorporate: the whole his- 
tory of the Temple Building. 

Q.—At pages 52 to 56, commencing 
with picture of the building and then 
giving a complete history of the title? 
A.—Of all the transactions. 

Q.—And ending with the certificate 
of the Master of Titles that the I.0.F. 
was the absolute owner of all the pro- 
perty? A.—Yes, I want to make it 
very clear that Mr. Hunter did all 
these things upon what I pay him as 
my solicitor, and he did not get a 
penny of profit. 

Q.—Mr. Hunter is so modest he 
does not want you to say anything 
about that? A.—I know that. 

Q.—That was all without any spe- 
cial payment to Mr. Hunter for his 
part in the transaction? A.—Yes. 
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Q.—And there was no compensation 
to Miss Bailey for the use of her 
name? A.—We paid her $1,000. 

Q.—When was that done? Nes 
Oh, away back. 

Q.—For the use of her name? A. 
—Yes. 


Q.—Was that payment shown as » 
direct payment by the I.0.F. to her? 
A.—QOh, I think so. Her name was 
bandied about in public that she was 
my private secretary, and she was 
making a fortune through me, out of 
the position, and the Executive deem- 
ed that the use of her name, which 
probably saved the Order thousands 
of dollars, in connection with the 
bandying about of her name, which 
was exceedingly disagreeable to her- 
the thousand dollars were not a penny 
too much to pay her as a recognition 
for what she had suffered and for 
what she had saved the Order. 


Q.—Having got the name of having 
got some money, you thought you 
would give her a little of the bene- 
fit of it? A.—Yes. 

Q.—The deed from Miss Bailey to 
the I.0.F. recites a consideration of 
$1,000? A.—I was not aware of it. 


Q.—The deed itself recites that con- 
sideration, and that is the time the 
money was paid? A.—Yes. 

Q.—And the money consideration 
would be an exact record of the real 
consideration? A.—Well, I was not 
aware that that was done. 

Q.—I was assuming before that that 
was probably a nominal consideration? 
A.—If it had been $2,000 it would 
not have been one penny too much. 

Q.—Then were any of the officers of 
the I.0.F. who were shareholders or 
officers in the Realty Company paid 
anything? A.—Not a penny. 

Q.—For the use of their name? A. 
—Not a penny. 

Q.—Were they given any remuner- 
ation as officers? A.—Not a penny. 

Q.—Their holding of stock was paid 
for by the I.0.F., and when the tran- 
saction was through the Charter was 
abandoned? A.—Re-conveyed the pro- 
perty to the I.0.F. 

Q.—I suppose I can say that bs 
notice to the Department that the 
Charter powers were not being exer- 
cised? A.—I do not know what steps 
were being taken. 

MR. TILLEY: I will put in an 
exhibit showing the total cost of the 
Temple Building, including land. 
$951,509.49; the amount written off 
in December. 1899, was $92,880.68; in 
1900 $144,177.99. The total amount 
written off being $237,058.67, leaving 
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the value as it stands now on the 
books $714,450.82. 

JUDGE MacTAVISH: That is the 
land and building? A.—Both Tem- 
ple Building proper and the annex. 

JUDGE MacTAVISH: The amount 
returned as the value at the end of 
that time. 

MR. TILLEY: Yes. 

(Exhibit 474.) 

(The Commission adjourned till 2 
o’ clock.) 


AFTERNOON SESSION. 
reeds at 2 p.m. September Y1- 


Examination of DR. ORONHYA- 
TEKHA continued: 

MR. SHEPLEY: Coming back to 
your dealings with the Union Trust 
Company a time came when it was 
deemed advisable by the Executive 
Council to part with some of your 
hoidings in the Union Trust Company ? 
A.—I do not think we parted with 
much of it. 

Q.—I am speaking of the recent 
transaction? A.—QOh yes. 

Q.—I am approaching that time 
now? A.—Very well. 

Q.—Tell me, please, in some detail’ 
and as fully as possible what the cir- 
cumstances were which led up to the 
resolution which I am going to point 
to with regard to disposing of some 
of that stock? A.—The chief cause 
was the action of the New Hampshire 
Insurance Commissioner. The form- 
er Commissioner had cancelled our li- 
cense. He tried to force us to applv 
for license as an assessment insurance 
company. He said that we were not 
recognized as a fraternal society in 
Canada, and that he thought we were 
an assessment insurance company and 
he wanted me to apply for license un- 
der that law in New Hampshire. 

Q.—Under the assessment clauses of 
the New Hampshire law? <A.—Yes.- 
and I refused to do it and he cancel- 
led our license. 

Q.—I thought that yesterday, or 
perhaps the day before you had point- 
ed me to the circumstance you had 
obtained here the status of a fraternal 
society so that you could be certified 
to be that? A.—So we had. 

Q.—So that notwithstanding the 
status you acquired here the New 
Hampshire Commissioner took this 
position? A.—No, prior to that, but 
IT knew that he intended to shut us 
out of New Hampshire and there was 
necessity of going back to him even 
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after we got that legislation recog- 
nizing us specifically as being a fra- 
ternal benefit society here, and the 
new Commissioner came in and we 
tried to have our licnse renewed b> 
the new Commissioner. The objec- 
tion he raised was the Union Trust 
Company. 

Q.—When was it that the new In- 
surance Commissioner raised this ob- 
jectionP $A.—December 1905, I un- 
derstand. 

Q.—You were then applying for @ 
license? A.—Yes. 

Q.—That is a license to continue in 
the State of New Hampshire your 
business as a friendly society? A.— 
Yes, to be re-liecnsed; we had been 
doing that business. 


Q.—He did not put forward the 
same objection that the old Commis- 
sioner had put forward, that is that 
ee were not a fraternal society? A. 
—— ING. : 

Q.—Did he put forward a different 
objection? A.—Just so, and in addi- 
tion to that of course was the anti- 
cipation that a law would be passed 
in the United States to bar us out 
on account of having control of a 
subsidiary company. 

Q.—Is there any correspondence be- 
tween yourself and the New Hamp- 
shire Commissioner upon the former of 
these two subjects? A.—I _ think 
there must be. 

Q.—As to your having the subsidi- 
ary Union Trust Company, an objec- 
tion by the new Commissioner? A.— 
Yes. 

Q.—That perhaps you will be good 
enough to let me have so that I mav 
examine it to-morrow in the inter- 
mission? A,—Very well. 

Q.—In the meantime speaking gen- 
erally perhaps you can tell us in what 
form and upon what grounds his ob- 
jection was put? A.—Just simply 
that we had the Union Trust Com- 
pany under our control. 

Q.—Why did he complain of that 
as an objectionable feature? A.—I 
do not know. 

Q.—He did not state any grounds? 
A.—No, at least when I say no, I 
never saw the correspondence. When 
I got home I found these were the 
conditions under which we stood with 
regard to New Hampshire. 

Q.—Then the correspondence. will 
probably show that just as it isP A. 
—Oh surely. 

Q.—Then with regard to the other 
matter you spoke of, the probabilitz 
of a law being passed in the United 
States with regard to insurance com- 
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panies having the control of subsidi- 
ary corporations? A.—Yes. 

Q.—What legislation have you ip 
mind? A.—Nothing whatever except 
the anticipated legislation. The stand 
that the New Hampshire Commission- 
er took would get abroad among the 
Insurance Commissioners of the Unit- 
ed States, and every adverse Commis- 
sioner of Insurance would probabls 
do the same thing. 

Q.—That is you expected the New 
Hampshire example might be follow- 
ed in other States. A.—Quite so. 

Q.—And that the result would be 
you would*find yourselves in difficul- 
tiesP A.—Yes. 

Q.—Was there any other matter ly- 
ing behind the resolutions of the Exe- 
cutive Council? A.—Not with the 
Executive Council. 

Q.—With you? A.—yYes, there 
were some private matters that I 
would not like to disclose, because I 
am not certain about it to-day. 

Q.—You mean they are matters 
personal to yourself or matters per- 
sonal to some others? <A.—TIn refer- 
ence to the management of the Union 
Trust. 

Q.—I do not know that I should he 
able to excuse you from answering in 
the end, but I will pass it over at 
present? A.—I don’t think yov 
ought to ask me to give private opin- 
ions about which I have not concluded 
myself. 

Q.—At present I am inclined to 
agree with you but I must not accept 
that at once without reflection? A- 
—AIl right. 

Q.—I am not going to ask you now 
to say; were there any considerations 
other than private considerations be- 
sides those you have named? Ai 
No, I do not think so. 

Q.—The date of the action of the 
Executive was 9th April, 1906? A. 
—Yes, immediately after I got home 
from abroad. 

Q.—Had any of the proceedings 
taken before this Insurance Commis- 
sion anything to do with the action 
of the Executive Council? A‘'——Oh 
no. 

Q.—yYou had been I dare say, had 
you not, following the proceedings of 
the Commission? <A.—I do not think 
they had taken any _ proceedings: 
when I got home I found a Commis- 
sion had been appointed. 

Q.—By April 9th had they taken 
proceedings? A.—It was not report- 
ed to me. 

Q.—You were not then aware there 
had been proceedings before the 
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Royal Commission in which dealings 
of. insurance companies with subsidi- 
ary corporations had been criticized? 
A.—No, that had nothing to do with 
the determination for us to get rid 
of the Union Trust Company. 

Q.—The whole basis of the action 
of the Executive apart from the pri- 
vate reasons that may have actuated 
you which we do not inquire about- 
was the United States attitude and 
situation ? A.—yYes, we never like 
to be driven in, but we try to anti- 
cipate what is coming and set our 
house in order in order to meet the 
events’ which seem to us to be im- 
pending. 

Q.—You will roman bor it was at 
the same meeting you were discus- 
sing the curtailment of extension in 
the foreign fieid? A.—We discussed 
that prior to that and had settled 
what policy we should pursue before 
that. 

Q.—Before coming to the sspecific 
resolution let me call to your atten- 
tion what is already on the record 
but not in this connection, of course:+ 
at this same meeting you reported 
that you had closed the India office? 
A.—Yes. 

Q.—And you recommended that all 
further work be discontinued in 
France? A.—Yes. 

Q.—Then you had also reported 
that the money available for exten- 
sion ought to be confined to Canad2 
and the United States? A.—Yes. 
that had been settled by the Execu- 
tive in my absence, and if I did not 
tell you yesterday I will now, howso- 
ever much I disapprove of the action 
of the Executive when they have 
settled it I try to carry out loyally 
their resolutions. 

Q.—I think you did tell me the re- 
sult of what they had done was crys- 
tallized in the form of these resolu- 
tions at your instance on your return? 
A.—Yes, although I disapproved of 
them. 

Q.—The next report that is. attri- 
buted to you is this: ‘‘The Supreme 
Chief Ranger further reported that 
in his opinion it was likely as a re- 
sult of legislation that would be en- 
' acted in different States of the United 
States in which we are doing busi- 
ness that it would be necessary to 
dispose of all or at least a controlling 
interest in the capital stock of the 
Union Trust Company?”’ A‘—Yes. 

Q.—I won’t read any more now: 
had that subject been at all discussed 
in the Executive and dealt with by 
the Executive before you returned? 
A.— No, I do not think so. 
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Q.—Then it was taken up at this 
meeting on your initiative? A.—At 
the action of the New Hampshire— 

Q.—But on your initiative so far 
as the HWxecutive was concerned? A. 
—Yes. 

Q.—That is it had not been other- 
wise or betore dealt with? A.—Quite 


0. 

Q.—Will you tell me what your re- 
port meant in the language used that 
it would be necessary to dispose of 
all or at least a controlling interest 
in that stock? A.—To meet the posi- 
tion we met with in New Hampshire. 
that because we had a controlling in- 
terest in this subsidiary company they 
refused us license. 

Q.—The objection, as I understand 
from what you have said, would not 
have applied to your holding a min- 
ority interest in the stock? A.—wNo. 

Q.—It was because you had a ma- 
jority interest in the stock, or con- 
troled it that the objection was 
made? <A.—Quite so. 

Q.—‘‘And he therefore recommend- 
ed that steps be taken looking to a 
disposition of the interests of the I. 
O. F. in the Union Trust Company’”’ 
—that was your recommendations? 
A.—Yes. 

Q.—At that time had you, I will 
ask you for yourself first, lost at all 
your confidence in the value of the 
Union Trust Company as an invest- 
ment? * Ave—No, I had ‘not. 

Q.—You still believed that your 
controlling interest there was a valu- 
able assetP A.—Yes. 

Q.—And the best shape in which 
you could have those funds of two 
and a quarter millions invested? A. 
—Sure. 

Q.—And you were not at all dissat- 
isfied at that time with the arrange- 
ment by which they were investing 
for you on a 4 per cent. basis, in 
other words there was no dissatisfac- 
tion at all of any kind, or was there 
—you are reserving those private rea- 
sons? A.—That is involved in the 
other question: 

Q.—But as to the value of the other 
investment you were not in any doubt 
at allP A.—Not at all. 

Q.—Were you willingly taking this 
step or unwillingly? A.—I do not 
think we would have taken any such 
steps, I mean in practically disposing 
of the control of the company, only 
for the New Hampshire incident. 

Q.—Then I take it you say you 
were doing it unwillingly and because 
you were forced into that position or 
conceived yourselves to be? A.—Yes; 
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I do not say, you know, we would not 
have made some changes, even if the 
New Hampshire incident had not oc- 
curred. 

Q.—You might have made some 
changes, perhaps, in respect of the 
matters that the private and personal 
views that you entertain— A.—Yes, 
my first consideration and I think of 
every member of the Executive was to 
conserve the interests of the I.0.F., 
and if anybody’s interests conflicted 
with that in any way 

Q.—So much the worse for him? A- 
—Yes. 

Q.—That is the individual must 
yield to the interests of the I.0.F.? 
A.—yYes, everybody’s interests must 
yield to the interests of the I.0. F.; 
that was my guiding principle. 

Q.—Do you remember whether at 
this time when you made this recom- 
mendation you had in your mind that 
the transaction might be put in such 
a shape that you might still retain 
the valuable interest you had? A.— 
That developed afterwards. My idea 
was to get rid of the whole thing. 

Q-—You .have mis-conceived my 
question I think; you have, told me 
you were satisfied with the dealings 
you were having with the Union Trust 
Company, that you were satisfied with 
the investment of your funds, you 
were satisfied with the investment in 
the capital stock, and you were doing 
what you did unwillingly ? A.—No, I 
have not said that. 

Q.—I thought you said you thought 
the investment was the most valuable 
investment you could have? A.—Yes. 

Q.—And therefore you did not 
want, I suppose to be rid of it, and 
as you have told me you did it un- 
willingly and under pressure? A.— 
In view of the New Hampshire ac- 
tion, they were very far more reach- 
ing ‘affecting the interests of the I.0. 
F. than simply the profits we would 
make out of our connection with the 
Union Trust Company. 

Q.—The question that I ask you 
is this, were you at that time looking 
towards such an arrangement in res- 
pect to that investment as would satis- 
fy what you expected the American 
law would be and yet leave you in sub- 
stantial bencficial possession of the in- 
vestment? A.—Surely. 

Q.—You do not misapprehend me 
at all? A.—Then Jet me put it in 
answer this way, that we had so 
much confidence in the Union Trust 
Company to do business and make 
money for the I.0.F. that we were 
willing to retain an interest in the 
new Union Trust Company. 
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Q.—That is not exactly what I 
mean, what I want is this, had you 
in mind that you might possibly com- 
ply with the law and yet retain the 
whole investment beneficially? A.— 
Oh no. 

Q.—By making a sale subject to 
certain conditions and subject to cer- 
tain reservations? A.—No. 

Q.—You had not that in view at 
allP A.—No 

Q.—We will proceed with the terms 
of the resolution: ‘‘After the matter 
was discussed it was resolved that the 
S.C-R. and the S.C.,’’ that is your- 
self and Mr. Stephenson ? A.—Yes. 

Q.—‘‘Be appointed a committee to 
formulate spch plan and take such 
steps looking to a sale of at least a 
controlling interest of the stock in the 
Union Trust Company as should seem 
to them best’’—-da you remember the 
discussion? A.—Yes. 

Q.—Who took part in the discus- 
sion? A.—The members of the Exe- 
cutive Council. 

Q.—Tell us what the discussion was 
as nearly as you can recollect? A.— 
Simply what was best to do under 
the circumstances. 

Q.—Tell me what was said if you 
can remember? A.—Oh, I do not re- 
member. 

Q—Don’t you remember the gist 
of the discussion? A.—No, except 
that we discussed here the circum- 
stances, we had been refused a license 
in the States already by reason of 
controlling, as I understood it, the 
Union Trust Company, and we dis- 
cussed simply what was best to be 
done, and as shown there the Execu- 
tive ‘appointed Mr. Stephenson and 
myself to do what we thought was best 
to be done. 

Q.—But the gist of the discussion 
you do not recallP A.—No 

Q.—You do not remember whether 
the names of possible purchasers were 
discussed or mentioned at all? A.— 
No, we had not gone that far yet. 

Q.—The language used is: ‘‘That 
this Committee be appointed to formu- 
late such plan’’—whose language is 
that? A.—Very likely Mr- Stephen- 
son’s. 

Q.—“‘To formulate such plan and 
take such steps looking tu a sale of 
at least a controlling interest in the 
Union Trust Company as should seem 
to them best.’’ Well, then, did you 
take any part in what was done after- 
wards in pursuance of that resolu- 
tion? A.—No, I gave it into Mr. 
Stephenson’s hands. 
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er did not take part? A.— 
0. 

Q.—You were aware from time to 
time I suppose as to what was going 
on? A.—Surely. 

Q.—Tell me what you were made 
aware of from time to time, what was 
the first that you heard? A.—I think 
the first idea of the Executive was to 
try and bring about the consolidation 
between ourselves and some existing 
trust company and Mr 

Q.—What dc you 
ourselves ? 
pany. 

Q:—Between the Union Trust Com- 
pany and some existing trust com- 
pany? A.—Yes. 

Q.—With the view of having a resul- 
tant company in which you would not 
have controlP A.—Yes. 

Q.—Still retaining all you had in- 
vested there? A.—We did not dis- 
cuss that I don’t think as to whether 
we would retain any interest or not. 
Subsequently Mr. Stephenson found 
these parties who were willing to buy 
from us about two-thirds. 

Q.—Who were the parties? A.— 
Mr. McGee, Mr. DuVernet, and Mr. 
Gurney. 

Q.—Who was Mr. McGee? A.— 
He is the ex-President of the Bank of 
Ottawa, and we became acquainted 
with him while the Bank of Ottawa 
were our bankers, at least I got ac- 
quainted with him. 

Q.—Mr. DuVernet is a practising 
pa in the City of Toronto? A. 
—Yes 

Q.—And Mr. Gurney, what is he? 
A.—He is the foundry man. 

Q.—Has Mr. Gurney any banking 
relations specially? A.—I don’t know. 

MR. HUNTER: He is President of 
the Crown Bank. 

MR. SHEPLEY: You did not know 
that? A.—No, I knew he was an 
eminent citizen and a magnificent 
business man, because I have had deal- 
ings with him, 

Q.—At all events you were not 
aware at all what his banking affilia- 
tions were? A.—No, I knew him as 
an honest and successful business man. 

Q.—Do you know who took part in 
the negotiations with Mr. Stephen- 
son on behalf of Mr. DuVernet and 
the other two? A.—TI think the whole 
thing was arranged between Mr. Ste- 
phenson and Mr. DuVernet, that is 
my information. 

Q.—Do you know how Mr. Stephen- 
son and Mr. DuVernet came to in- 
troduce the matter between them? A. 
—I do not know. 


mean between 
A.--Union Trust Com- 
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Q.—How they were introduced to 
moet other upon the subject? A.— 

oO. 

Q.—That Mr. Stephenson can tell 
us about? A.—Yes. 

Q.—You were not made aware of 
that? A.—No. 

Q.—You did not know Mr. Matthew 
Wilson in that connection? A.—No. 

Q.—You had not heard of him at 
all? .—No. 

Q.—In the end the transaction was 
put through, and it was evidenced 
of course by a writing? A.—Yes, I 
think I was made aware that Mr. 
Wilson was acting with the other par- 
ties quite early in negotiations. I 
gave you the impression I did not 
know anything about it. 

Q.—What did you understand his 
relation to the other parties was? A. 
—Just that he was connected with 
the negotiations in some way. 

Q.—And what way that was you 
were not made aware? <A.—I might 
have been, but I paid no attention to 
tue 

Q.—The agreement is dated 3rd 
May, how, long was this in negotiaton 
after you heard these gentlemen had 
commenced negotiations, how long did 
they proceed before the agreement 
was put into writing? A.—A very 
short time I fancy, I cannot tell you 
the time. 

Q.—A week or two? A.—About 
that time, it was very quickly done. 

Q.—This is an agreement dated 3rd 
May, 1906, between the Foresters of 
the first part, Mr. DuVernet of the 
second part, and the Union Trust 
Company of the third part. It re- 
cites that the Supreme Court, that 
is the Foresters, had been duly incor- 
porated, and is still from time to 
time accumulating large amounts of 
surplus moneys or property whicb 
have to be invested. It recites the 
Trust Company has been duly incor- 
porated with power to invest and to 
manage investments and to guarantee 
investments and so on. Then it re- 
cites that the Supreme Court is holder 
of a large number of shares and has 
agreed to sell 15,000 shares thereof 
to the purchaser, and the purchaser 
has agreed to buy the same. Then it 
is witnessed that it is agreed between 
the parties as follows: First, that the 
Foresters sell and transfer to Mr. 
DuVernet, and he buys and agrees to 
take from the Foresters 15,000 shares 
representing $1,500,000 of the capital 
stock, at or for the sum or price of 
$110 for each share, making in all 
$1,650,000 and accrued interest or 
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dividends at the rate of 4 per cent. 
on $1,500,000 from the first January. 
1906, up to the date hereof. That 
is they were buying as of the date of 
the first January? A.—Yes. 

Q.—Were you a party to the fixing 
of the price? A.—No. 

Q.—l'hat was all done without re- 
ference to you? A.—Mr. Stephen- 
son would consult myself and other 
members of the Executive. 

Q.—But you did not have— A.— 
I did not take part in the negotiations 
fixing that price. ; 

Q.—The price was not modified or 
altered from what they were propos- 
ing by reason of their submitting it 
to your A.—No. 

Q.—Then $500,000 is part of the 
price to be paid by Mr. DuVernet to 
the Foresters—that I suppose was 
paid? A.—Yes. 

Q.—Did it go through your hands? 

—No. 

Q.—You did not know the shape it 
was inP A.—No. 

Q.—That Mr. Hunter tells me is iv 
the shape of a deposit receipt of the 
Crown Bank payable to the Order of 
the Foresters? A.—I never saw the 
nature of the cheque making the pay- 
ment. 

Q.—And you were not at all made 
aware.of the method that had been 
adopted by the purchasers to provide 
the purchase money?  A.—I fancy 
Mr. Stephenson had discussed that 
with us fully. 

Q.—I mean this payment of $800,- 
000, you do not know in what way 
provision was made for the payment 
of that by Mr. DuVernet and _ his 
friends? A.—I understand we have 
the cheque. oan 

Q.—That is the shape you got it in. 
but if I had given you my cheque 
you would have had the cheque but 
you would not have had any money: 
I would have to make provision— A. 
—It would not worry me how you got 
the money as long as I had your 
cheque \jand I knew the cheque was 


good. 

MR. HUNTER: Q.—It was a de- 
posit receipt? 
presented to me as ‘a cheque. 

MR. SHEPLEY: What I want to 
know is this, did you at all become 
aware as to the means that these pur- 
chasers took to provide to find the 
$500,000? A.—No. 

Q.—You do not know what was 
done? A.—wNo. 

Q.—Where it was raised? A.—No. 

Q.—How it was provided at all? A. 


—wNo. 
Q.—You were not aware? A.—No. 


A.—I say it was re- 


Ind. Order of Foresters, 
(Dr. Oronhyatekha, Ex’d.) 


Q.—LExcept you probably then knew 
what Mr. Hunter tells me now that 
it came to you in the shape of a de- 
posit receipt of the Crown Bank? A. 
—No, I did not know that and I do 
not know it to-day; I tell you it was 
represented to me that he had the 
cheque of these people upon which we 
could realize. 

Q.—Then the next provision is as 
to the payment of the balance of pur- 
chase price, that the remainder or 
balance of said price being $1,157,000 
shall be paid by the purchasers to the 
Supreme Court at or before the expir- 
ation of five years from the date here- 
Die As. es! 

Q.—That was a long pay-day? A. 
—Yes. 

Q.—Were you consulted with or did 
you discuss with anybody the fixing of 
that date for payment? A.—No. 

Q:—Were you told why so long a 
time was wanted? A.—No. 

Q.—And you have not been told 
sinceP A.—No. 

Q.—Were you surprised to find that 
although you were selling to this syn- 
dicate of gentlemen that the payment 
of the price, the bulk of the price was 
postponed so long? A.—No, 

Q.—That did not surprise you? A. 
—No, I have an idea perhaps it was 
represented to me that we would get 
interest on that money until paid, I 
have a sort of recollection of such 
a representation, and if so these men 
were to be responsible, and if they 
paid us interest on the purchase 
money until they paid it in full why 
that was all right, it was a good in- 
vestment of the funds of the Order, 
at least to my view. 

Q.—At all events you were not 
made aware of the reason for postpon- 
ing the payment for so long? A.— 

oO. 

Q.—And I take it from what you 
have told me that you were not sur- 
prised that they wanted 5 years to 
pay? A-—No. 

Q.—This deferred. payment is to 
bear interest on each 30th December 
in the meantime at the rate of 5 per 
cent. per anum? A.—Yes; well, then, 
that would show the reason why we 
should allow the money to lie so long. 

Q.—But it does not show the rea- 
son why they wanted it to lie so long? 
A.—No, they did not explain that to 
us; they might kave explained it to 
Mr. Stephenson, and he will give you 
the information. 

Q.—The next paragraph is para- 
graph 5, that as part of the said 15,- 
000 shares the Supreme Court assigns 
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and delivers to the purchaser forth- 
with in all 250 shares in certificates, 
being four for 50 shares each and five 
for ten shares each—that is you gave 
them out of the 15,0C0O shares 250 
shares, retaining 14,750? A.—Yes. 


Q.—Then the remainder or balance 
of the said shares, being 14,750, re- 
presenting $1,622,500 at the purchase 
price shall be held by the Supreme 
Court ss security for the payment by 
the purchaser of the said $1,150,000 
and interest thereon as aforesaid— 
that is you are entitled to hold 14,750 
or a majority still, of the Union Trust 
stock as security for the unpaid pur- 
chase money? A.—Yes. 

Q.—As long as it was unpaid, even 
if it took the whele five years? A.— 
Yes. 

Q.—‘‘But that the purchaser may 
at any time or times while interest 
is not in arrear pay to the Foresters 
$110 for any multiple thereof and shall 
thereupon be entitled to have, and 
the Supreme Court shall assign to him, 
one share of stock for each $110 so 
paid?’? A.—Yes. 

Q.—That was to release the stock 
from time to time on a pro rata basis? 
A.—As they paid. 

Q.—(Continues reading agreement 
down to the words ‘‘on such stock 
until it shall be paid for’’). You see 
that provision retains to you the con- 
trol of the Union Trust Company un- 
till you are paid off? A.—Yes. 

Q.—Youshave the full voting pow- 
er, but if they pay the interest to 
you on the unpaid purchase money 
they can have the dividend on the 
stock? A.—Yas. 

Q.—That is the provision? <A.— 
Yes: 

Q.—Pause there for one moment, 
practically unless they choose to pay 
you off you are still in control and 
will remain in control for five years, 
of the Union Trust Company? A.— 
You would know better about that 
than I; that is a matter of law, is it 
not? I trust such matters entire}y 
to Mr. Stephenson and the lawyers on 
the Executive. 

Q.~The Seventh paragraph is: 
‘That in the event of default in any 
of the said payments to be made by 
the purchaser,’ etc. (reads down’ to 
the words ‘‘render unnecessary and 
prevent the sale.’’) Then “The Su- 
preme Court appoints the Trust Com- 
pany as and to be its agent for the 
investment of such of the surplus 
cash funds of the Supreme Court,”’ 
etc. (reads down to the words ‘‘in- 
vestments by an agent.’’) That was 


* your own mind, there was 
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to continue to the Trust Company in 
part at all events, we will see to what 
extent, the same advantage that it 
already had under the old contract 
with the Foresters? A.—Yes. 


Q.—The ninth paragraph: ‘‘That 
the Supreme Court shall leave with 
the Trust Company the management 
of such investments,”’ etc. (reads down 
to the figures ‘‘1902’’)—that was the 
old agreement? A.—Yes. 


Q-—That was kept in force then as 
to old investments? A-—yYes., 


Q.—Paragraph ten: ‘‘The Supreme 
Court shall,’’? etc. (reads down to the 
words ‘‘December 81st, 1897.’’) I 
think that must have been intended 
for ‘80 per cent. thereof’’ instead of 
“80 per cent. thus?’’ A.—Yes, surely. 


Q.—What difference did you under-. 
stand, or did you deal with that in 
between 
the funds you had to deliver before 
this agreement was made to the Trust 
Company under the old agreement and 
the funds you had to deliver for in- 
vestment under thisP A.—If I re- 
member correctly I think the old 
agreement called ‘for handing over 
to the Union Trust Company the whole 
of our receipts. 


Q.—The whole of the surplus funds? 
A.—Yes. In this only 80 per cent. of 
such surplus is agreed to be handed 
over for investment by the Union 
Trust Company. 


Q.—That is, that whereas the For- 
esters under the agreement of 1901 
handed over all their surplus receipts 
for investment on the old 4 per cent: 
agreement, after this they are only 
bound to hand over 80 per cent.? A. 
—That is right. 

Q.—Do you remember why that dif- 
ference was made? A.—Simply be- 
cause there was application made to 
us direct as an Executive. 

Q.—Which you would prefer to 
deal with? A.—For investment, and 
we thought we might as well retain 
a little so as to make the investments 
ourselves. ; 

Q.—That was something which had 
arisen and become developed under 
the old agreement; you found it was 
a little embarrassing always to hand 
your fund. over when you had oppor- 
tunities to invest yourself? A.—To 
have no funds at our disposal to in- 
vest ourselves. 

Q.—You I suppose had frequently 
opportunities of making good invest- 
ments at probably a better rate than 
4 per cent.? A.—Quite so. 
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Q.—You desired to avail yourselves 
of this at all events to ths extent of 
20 per cent. of your surplusP A.— 
Yes. 

Q.—Then the Trust Company is to 
invest and re-invest the funds and put 
the securities in the name of the 
Foresters, but only in and upon such 
securities as the Foresters are author- 
ized to invest in? A.—Yes. | 

Q.—That is the old clause again? 
A.—Yes. 

Q.—Then there is some provision as 
to giving each month a notice of what 
funds will be availuble for investment 
during each succeeding month. Then 
there is tho same guaranty by the 
Trust Company of the sufficiency of 
the securities, and a guaranty of the 
payment of 4 per cent. per annum in- 
terest? A-—Yes. 

Q.—Then there are some provisions 
with regard to securities taken in the 
name of the Foresters being under the 
control of your Executive Council, 
that is the same as the old. Then 
there is the provision for book-keep- 
ing; the securities in the books are 
to be open for inspection just as in 
the old contract. Then a provision as 
to insurance; then a provision that af- 
ter paying vou the 4 per cent. the 
balance they may make upon _ the 
money they may keep. 

Q.—Then as to funds already held 
by the Union Trust Company for in- 
vestment, in respect of funds which 
the Foresters themselves have already 
invested, they are to have what you 
may mutually agree to let them have 
for management? A.—Yes. 

Q.—And in respect of that it is 
just like the old agreement, they are 
to have a half of one per cent. of the 
average amount each year. Then, 
perhaps, I had better read the 20th 
clause: ‘‘that after December 31st, 
1907, upon the collection of the said 
last mentioned principal moneys and 
interest the said Trust Company shall 
deposit the moneys,’ (reads the 
clause) that is just working out the 
80 per cent.? A.—Yes. 

Q-—Then this agreement and pro- 
ceedings thereunder are to be binding 
and in operation for 10 years from 
that date, and is to supercede the 
agreement of September, 1901, after 
the lapse of 10 years. Then it is to 
continue in force until six months 
notice in writing is given and sa on?P 
A.—Yes. 

MR. SHEPLEY: Then the 22nd 
paragraph. to which Mr. Hunter re- 
ferred a moment ago, states that while 
the Supreme Court owns and_ holds 
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its mortgages—-(reads clause)—that is 
the clause you have in your mind? 
MR. HUNTER: Yes. 


MR. SHEPLEY: Q.—There 1s no 
provision there with regard to your 
not controlling, by your voting power, 
the election of the remaining direc- 
tors? A.—I do not think so. 

Q.—This is only a provision which 
entitles you while you keep your 10,- 
000 shares, which you are not selling 
at all, to have a certain representa- 
tion on the Board? A.—A certain 
propertionate representation. 

Q.—Then let me return to the 
question I was putting to you 
a while ago and which you said at 
first was a question at law. Do you 
or do you not understand that by rea- 
son of your retaining the voting pow- 
er in respect of the stock you did sell, 
that you are still able to control the 
Trust Company? A-—I suppose we 
are if we have the power of voting on 
that stock until paid for. 

Q.—That is what the 
says? A.—yYes. 

Q.—And that is what you intended 
to retain? A.—Yes. 

Q.—You intended to retain the con- 
trol of the Trust Company until you 
were paidP A&.—QOh yes, of course, if 
the agreement says so. 

Q.—You intended what is in the 
agreement? A.—Yes. 

Q.—Then there is a_ provision 
about the Trust Company making in- 
secure or insufiicient investment; then 
you can make them take those invest- 
ments on their own behalf and make 
the amount of them good to youP 
A.—Yes. 


Q.—That I think is a new  provi- 
sion, not in the old agreement? A. 
—TI think so. 


Q.—Then every five years’ these 
gentlemen have the right to pay you 
a certain sum of money and get this 
controlling interest in the stock? A. 
—Get the stock as they pay for it. 

Q.—And they have 5 years to do 
that in? A.—yYes. 

Q.—You have not had, I suppose, an 
annual meeting of the Trust Com- 
pany since that agreement was made? 
A.—No. (Agreement Exhibit 475.) 

Q.—Then what has been the active 
control of the Trust Company since 
last Aprilf Whe has been managing 
it? A.—Mr_ Stephenson. 

Q.—He is the most active of the 
directors? A.—-For us at any rate. 

Q.—He is the most active of the 
directors, any way? A.—Mr. Mc- 
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Whinney is the Manager or Assistant 
Manager in our own company, I pre- 
sume under the directions of Mr. 
Stephenson. 

Q.—Has there been any reconstitu- 
tion of the Board since April—the 
Board of the Trust Company? A.— 
Oh yes. 

Q.—What is the Board of the Trust 
Company? A.—I do not know: I 
know that Mr. Stephenson and the 
Hon. Mr. Ross represent the I.0.F. 
on the Board. 

MR. DuVERNET: Mr. McGee is 
the President and Mr.. Matthew Wil- 
son is the Vice-President. and the 
directors are Mr. Edward Gurney, the 
Hon. G. W: Ross, Col. Davidson, Mr. 
Chitty, of England, myself and Mr. 
Stephenson. 

MR. SHEPLEY: When did Mr. 
Chitty become a member? 

MR. DtVERNET: £ODuring this 
month of September. 

WITNESS: Would yeu allow me to 
modify my answer as to the manage- 
ment? 

MR. SHEPLEY: By all means. 


WITNESS: T said Mr. Stephenson 
was directing the management. He 
is managing for the I.OF. simply. 
representing our interests there, but 
I suppose the directors—Mr- McGee, 
probably, might be called the Man- 
ager now. 

Q.—Perhaps the President, per- 
haps the General Manager? A.—And 
Mr. McWhinney is the manager under 
him, 

Q.—Would you find fault with this 
statement, that in respect of the busi- 
ness which has been transacted in the 
Union Trust since this agreement was 
made in April] last, that Mr. Stephen- 
son has probahly been the most active 
among the directors in the details of 
the work which hagas been done? A.— 
When I think of it now, I do not 
think that would be a fair statement. 
I think Mr. McGee the President has 
control and runs the institution. 

Q.—Mr. * Stephenson, of course, 
knows more about the past transac- 
tions of the company then Mr. McGee 
does? A.—QOh yes: 

Q.—Am I not right in saying that 
Mr. Stephenson is actively engaged 
in a good many transactions, getting 
them wound up and arranged? A.— 
Oh yes. 

Q.—Can vou think of any one of the 
directors who is doing more of that 
sort of work than Mr. Stephenson is? 
A.—No. 

Q.—Or as much? A.—No. 
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Q—Now there is another matter. 
Mr. Stephenson can give me a good 
deal of information about this that 
you are not able to give me? A.-— 
Oh, he will give you all the informa- 
tion that is connected with it, I 
think, so far as we are concerned. 

Q.—We make the thing complete by 
showing Mr, Stephenson’s report on 
the consummation of the negotiations, 
which is dated 7th May, 1906, and it 
is a report to the Executive Council, 
“the Supreme Councillor reported 
that he had negotiated the sale of 
$1,500,000 of the capital stock of the 
Trust Company held by the I.0.F. to 
Mr. DuVernet representing Charles 
McGee, Edward Gurney and _ others 
at $110 a share, with interest at 4 
per cent.’”’? (reads down to the words 
‘“‘to carry the same into effect.’’) You 
have told me all that you can tell me 
with regard to the sale of the control- 
ling interest in the stock? A.—I 
think so 

Q.—And all you have been told 
about it, so far as you can recollect? 
A.—Yes. 


Q.—What about the New Hamp- 
shire law since you have made this 
arrangement P A.—We have not 
tried it. We wanted to get thor- 
oughly consummated, and then we 
will go back and see if we cannot get 
in. 

Q.—What do you mean by consum- 
mated? A.—This whole transaction 
finished. I daresay it is finished now. 


Q.—It is finished now as much as 
it wili be for 5 years? A.—Very 
well, but you have kept us so busy 
that we did not dare get out of the 
city. 

(J.—I did not give you a chance to 
get out of the city and attend to it? 
A.—No. 

MR. DuVERNET> I offered to pay 
em the money and they won’t take 
it. 

MR. SHEPLEY: Q.—Mr. DuVer- 
net states that the purchasers have 
offered the money and that you have 
refused to receive it? A.—Well, 
that would be on the principle that 


it was a mighty good investment and 


as long as we are getting the inter- 
est— 

Q.—Are you aware of that your- 
self? A.—That it has been offered? 

Yes Planes Nos 

Q.—Of course they can compel you 
to take it, if they choose? A.—I 
daresay, but we will probably stand 
out until we feei like taking it—until 
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they compel us. It is a good invest- 
ment. 

Q:—You are bound by the terms of 
your investment if they pay you $11. 
to let them have a share? A.—Yes. 

Q.—And if they pay the whole. of 
it you are bound to let them have the 
whole of it? A.—Yes. 

Q.—But Mr. Stephenson has told 
them not to take the money unless it 
is necessary? A.—I have no doubt 
he has good reasons for taking that 
position. 

Q.—You are not aware of that, 
yourself? A.—No sir, I am not aware 
of it. 

Q.—Now do you remember the 
transaction by which a very consider- 
able sum of money, the property of 
the Foresters was lent to Dr. Mon- 
tague upon mortgage. You were 
aware of that transaction? A.—Yes. 

Q.—What was Dr. Montague’s posi- 
tion in the Order at that time? A. 
—He was Deputy Supreme Chief 
Ranger, and editor of the ‘‘Forester.’’ 

Q.—What was the inception of the 
transaction as you recall it? There 
were iands, were there not, in the 
North-West Territory? A.—Yes. 

Q.—Do you remember approximate- 
ly how much land there wasP A.— 
No, I could not tefl you that. 

" Q.—Apparently about 44,000 acres? 

.—Yes. 

Q.—From the description in the 
mortgage? A.—Yes. 

Q.—Do you know what the state 
of the title was, whether Mr. Mon- 
tague owned the land, or whether he 
had an option to buy it, or what was 
the position of the matter? A.—I 
think he had an option to buy it. 

Q.—And of course Dr. Montague 
had not the money to buy it himself? 
A.—No. 

Q.—Then the money was needed for 
the purpose of paying for the land? 
A.—Yes. 

Q.—Who was interested with Dr. 
Montague in the transaction in its 
inception? A.—I think I was one 
of them. 

Q.—And who else? A.—Mr. Mc- 
Gillivray and Mr. Foster. 

Q.—That is yourself, Mr. McGilii- 
vray and Mr. Foster and Dr. Mon- 
tague were the persons who were in- 
terested in the land? A.—Yes. 

Q.—Mr. Foster was then the Man- 
ager of the Trust Company? A.— 
Yes. 

Q.—You were the Supreme Chief 
Ranger of the Foresters? §A.—Yes. 

Q.—And Mr. McGillivray was the 
Supreme Secretary of the Foresters? 
A.—Yes. 
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Q.—How were your interests— 
equal interests? A.—I could not tell 
you. They simply asked me if I 
would go in with them in this trans- 
action and I said yes. I never learn- 
ed what my interest was. 

Q.—You never learned what the 
share was that they were going to 
give your? A.—WNo. 

_ Q.—Who suggested the transaction 
in the inception? A.—Oh, Dr. Mon- 
tague. 

Q.—Did he suggest the transaction 
before he got the option? A.—I do 
not think so, 

Q.—You think he secured the op- 
tion first and then came about getting 
the money? A.—Yes. 

Q.—And the suggestion was that 
the other three of you should take in- 
terests with him in the land, and that 
the Foresters shouid lend the money? 
A.—Yes. That is that a syndicate 
should be formed of these péople I 
have mentioned and buy the land and 
borrow from the Foresters to make 
the payment. 

Q.—I think that upon the face of 
the conveyancing or of the writing 
that was done, none of the four names 
appeared except Dr. Montague’s? A. 
—I could not tell you as to that. 

Q.—We will just look and see how 
it was. You did not, any of you, 
join in the mortgage except Dr. Mon- 
tague. He was the only person who 
signed the mortgage? A.—I could 
not tell you that. 

Q.—The mortgage is dated Ist May, 
1903. Do you know from whom Dr. 
Montague had got his option? <A.— 
No. 

Q.—Apparently from the schedule 
there were various tracts of iand; for 
instance the Gillespie land, the Can- 
adian and Pacific and North-West 
Land Company land, the Taylor lands, 
the Manitoba Government lands and, 
the C.P.R. lands. There were 5, 
groups altogether? A.—I knew there 
were several parties from whom we 
had arranged to buy. 

Q.—Woud I be putting it in an 
improper way if I stated that the pur- 
pose was to pay for these lands and 
make a profit out of them by re-sell- 
ing? A.—Oh, sure, that was it. 

Q.—And would I be saying too much 
if I said that none of the gentlemen 
concerned in the syndicate had the 
money of his own to pay for the iad? 
A.—Well, I think that is a little too 
strong. Some of us I knew had the 
money to pay what it was likely to 
be necessary to pay to carry the trans- 
action through. 
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Q.—Had it of your own? A.— 
Yes. 

Q.—But it was thought better to 
finance the transaction through the 
Foresters? A.—Yes sir. 

Q.—The mortgage is the lst May, 
1903, and between the Hon. Walter 
Humphrey of the City of Hamilton 
and the I.0.F., and the sum of money 
mentioned is $133,000; that is what 
had to be paid for the !and, I pre- 
sume? A.—-I presume >0. 

Q.—You have no further informa- 
tion on that than you ‘‘just suppose’’ 
it isP A.—Yes. 

Q.—You do not know whether it all 
had to be paid for the land or not? 
A.—No. Beyond assenting to become 
a member of the syndicate, I had no 
knowledge until the thing went on a 
retty long time. 

i QI Red gone on some length? 
A.—Yes. 

Q.—When you say beyond consent- 
ing to become a member of the syndi- 
cate, I suppose you were also consent- 
ing to the transaction being financed 
by means of the Foresters’ money? 
A.—Yes. 

Q.—You were aware of that and 
consented to it? A.—Yes, I was told 
the money was to be borrowed from 
the Foresters. 

Q.—Then the mortgage, as I say, 1s 
on the 1st May, 1903, but the Mort- 
gage committee had pronounced upon 
the matter a year before the previous 
March—on the 28th March, 1902? A. 
—Yes. 

Q.—You will remember there was 
a considerable length of time between ? 
A.—Well, I was not consulted. 


Q.—Let me read this Minute to you 
and ask you the position of things at 
the time the Minute was made. This 
is the 28th March, 1902. ‘‘Applica- 
tion of the Hon: Dr. Montague for 
a loan of $4 per acre on 100,000 acres 
of land in Manitoba and the North- 
West, valued by him at $8 per acre, 
bearing interest at the rate of 5 per 
cent. was approved. subject to valua- 
tion?’? “A.—That is right. 

Q.—‘‘Dr. Montague having the pri- 
vilege of borrowing on a less number 
of acres if he sees fit,’ (reads down 
to the words ‘‘thereof respectively ?’’) 
A.—Yes: 

Q.—Before the matter came before 
the Mortgage Committee, had the 
Syndicate been arranged? We could 
not tell if it was before or after that 
date; you do not know whether you 
were taken into the matter before 
that or after that? A.—Oh, I must 
have been. I was taken in right from 
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the first. I was asked whether I 
would join in the syndicate, and I 
said yes, and that ended the matter 
so far as I was concerned: 

Q.—But you told me you didn’t 
think the syndicate had been formed 
or you had joined it before Dr. Mon- 
tague had secured the option? A.— 
I do not think I did. 

Q.—After the doctor had secured 
the options he came to you, or to the 
three of you, to form a syndicate 
to raise the money? A.—I_ think, 
perhaps, the matter might be ex- 
plained if I said he came to me and 
talked about these things, and pro- 
bably told me what the land could 
be secured for. 

Q.—That was before he got the op- 
tion? A.—Before probably he form- 
ally got the option. 

Q.—Then you say the application 
was for a loan of $4 per acre on 100,- 
000P A.—yYes 

Q.—That was the original appli- 
cation? A.—Yes, 

Q:-—Which was approved? A.— 

es. 

Q.—And by computation I may tell 
you that the lands that are actually 
included in this mortgage are 44,000 
approximately instead of 100,000 
acresP A.—Yes. 

Q.—And the sum of money is $133,- 
000, as you have already, I think, been 
shown? A.—Yes. 

Q.—What had taken place with re- 
spect to the lands that you recall be- 
tween the date of the Minute of the 
Mortgage Committee and the date 
of the transaction evidenced by the 
mortgage itself? A.—I do not know. 

Q.—Had the money been advanced ? 
A.—I could not tell you that. 

Q.—Who will know about that? A- 
—Mr. McGillivray would have been 
able to tell you that and Dr. Mon- 
tague and also our accounts. 

Q.—I suppose there is a mortgage 
account in respect of that? A.—Yes. 

MR. SHEPLEY: Perhaps you will 
let us have a copy of that. 

MR. HUNTER: Yes. 

MR. SHEPLEY: Q.—It is sug- 
gested, and it sounds very probable in- 
deed, that in the interval the lands 
were being selected out of the larger 
bulkP A.—And probabie, very pro- 
bable, in the interval we had our 
valuators going over the lands offered- 

Q.—Do you remember that valua- 
tors were sent to value? A.—Oh yes, 
I think so. 
~Q.—You think they were? A.—Oh 
yes, I am sure of that. 
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Q.—Then the mortgage goes on to 
provide that ‘‘the mortgagor grants 
and mortgages those certain parts and 
tracts of lands and premises lying and 
being in the Province of Manitoba in 
the North-West Territories more par- 
ticalarly described in the Schedule 
marked ‘‘A’’, Then the interest is to 
be 5 per cent. and the principal sum 
is to be payable within the term of 
10 years, one-fourth on tke first of 
May in each of the years.’ Then I 
observe a clause typewritten into the 
body of the mortgage ‘‘this is the in- 
denture of mortgage referred to in the 
deed of trust by the parties hereto 
of the first, third and fourth parts, 
and bearing even date herewith.’’ Do 
you remember the purpose of the deed 
of trust? A.—I never heard of it. 


Q.—Now I come to the deed of 
trust- That transaction, then, on its 
face is a borrowing by Dr. Montague 
of $133,000 upon 44,000 acres of land, 
and there is a reference to the deed 
of trust incorporated in the mortgage. 


Q.-—-Now this appears to be the 
deed of trust. It is dated also, like 
the mortgage, the Ist of Mav 1903, 
and it is between Dr. Montague of 
the first part, the Union Trust Com- 
pany of the second part, the Foresters 
of the third part and Mrs. Montague 
to bar her dower of the fourth part. 
Does that come back to you at all? 
A.—No. 


Q.—lIt recites in the first place that 
the grantor—that is Dr. Montague— 
is the owner of the land hereinafter 
described in Schedule A upon a por- 
tion of which is still owing a part of 
the purchase money, as in said Sche- 
dule A, set out.’”’ Now, we will turn 
to Schedule A. and see how much .in- 
formation we gst there. This Sche- 
dule A- referred to in the deed of 
trust, describing it, sets out first the 
Gillespie lands. You remember those 
were in the mortgageP A.—Yes. 


Q.—Secondly the Canadian Pacific 
and North West Company land, thirdly 
the Taylor land, fourthly the Mani- 
toba Government lands, and fifthly 
the C.P.R. lands. Now, this is at 
the foot of the Schedule of the Mani- 
toba Government lands—‘‘these lands 
purchased from the Manitoba Govern- 
ment are subject to the payment of 
balance of purchase money, amount- 
ing to $17,280.’ Is that a familiar 
thing to you ut allP A.—No. 

Q.—It is all new to you? A.—I was 
not consulted about any of these 
things. 

Q.—You were not consulted about 
the details? A.—No- 
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Q.—The next recital is that the 
grantor has this day mortgaged the 
lands by certain indenture of mort- 
gage, which in the body thereof is 
earmarked as follows:—(reads) That 
identifies the mortgage. Then it re- 
cites that the conveyances of the lands 
made in favor of the grantor have not 
been registered. Do you recall any 
reason for not registering these con- 
veyancesP A.—No, and so far as I 
am able to judge from the state of 
the document itself, the mortgage does 
ee to have been registered? A. 
—No. 

Q.—You do not know at all about 
that? A.—No. 

_ Q.-—-The mortgage was upon lands 
in Manitoba and the North-West 
LeEriroLy 7 ctl. OB. 


Q—And it would require to be in 
different parts fcr the purpose of be- 
ing registered. However, I need not 
trouble about that. ‘‘And whereas the 
trustees have agreed to act as trus- 
tees both upon behalf of the grantor 
and the said Society now this inden- 
ture witnesseth, that for the pur- 
pose of effectuating the intention of 
the parties hereto and in considera- 
tion of the premises the grantor doth 
hereby sell, assign, transfer and set 
over’’—(reads). And there are the 
usual covenants for the grantor. Then 
the trustees are to hold the lands and 
conveyances thereof subject to the 
joint order of the grantor in the said 
Society so long as the mortgage in- 
debtedness is not in arrear, and in 
case it should fall in arrear, there- 
upon and thereafter the trustees 
shall hold the same subject to the 
order of the said Society.’’? That is 
so long as the interest on the mort- 
gage is paid and the principal is kept 
down according to the terms of the 
mortgage, just so long the grantor is 
to have a joint right with the Society 
to designate the destination of the 
land. Then the said trustees are 
simply to be trustees for the pur- 
pose of holding the said land and se- 
curities therefor until such times as 
said mortgage indebtedness is fully 
paid up and satisfied, and after sat- 
isfying themselves of that fact from 
the Society they the said trustees are 
to convey the lands and deliver the 
securities therefor then held by 
them,’”’? (reads down. to the words 
“bearing even date herewith.’’) Do 
you know anything about those writ- 
ten instructions bearing even date 
herewith? A.—It is the first time I 
have heard about that document at 
all. 
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Q.—My information with regard to 
that is that the instructions bearing 
even date herewith is that the lands 
were to be conveyed and the secur- 
ities delivered and all this, to Dr. 
Montague, yourself, Mr. McGillivray 
aud Mr. Foster. That would be in 
accordance with the arrangement of 
which you have told us? A-—What 
arrangement. 

Q.—The arrangement by which you 
four were to share in the ultimate 
fit? A.—Yes. 

Q.—Then the next paragraph is 
‘subject to the consent of the So- 
ciety, and upon such conditions as 
the Society wishes to impose from 
time to time, the grantor is at liberty 
to sell any portion of the lands,’’ 
(reads); and those written instructions 
are to be in harmony with those re- 
ferred to in the second paragraph of 
the deed of trust. Then, if there is 
default the Society may require a 
sale or sell. Then the grantor, the 
Society and any offcial of any In- 
surance Department of any State, 
country or territory in which the So- 
ciety transacts business—(reads down 
to the words ‘‘for the purpose of in- 
spection.’’) That seems to have been 
a not unusuai clause in your docu- 
ments? A—How do you mean? 

Q.—-Not an unusual ciause in docu- 
ments which you take, that you se- 
cured the right, not only to your- 
selves, but to the various insurance 
departments, to inspect all the docu- 
ments relating to any particular 
transaction? A.—yYes. 

Q.—Then the trustees are to have 
$100 a year while they act as trus- 
tees. Then the grantor is to bear 
all charges and costs. Then the trus- 
tees are to be at liberty to take any 
necessary proceedings for the protec- 
tion of the lands. (Mortgage and 
Trust Deed filed at Exhibit 476.) 

Q.—Now the amount of the loan up- 
on this mortgage was originaliy $133,- 
000, as we have seen, and our informa- 
tion is that upon that $133,000 mort- 
gage and without any fresh security 
a very great deal more than $133,000 
was advanced; that is that moneys 
were handed over to Dr. Montague to 
enable him to deal with these lands 
to a much larger amount. Do you 
know how that wasP A.—No. 

Q.—I will tell you what the state 
of the account was on the lst Janu- 
ary, 1906. The principal indebted- 
ness has been increased by further 
advances to $165,581.87, and there was 
$22,674 of interest due in respect of 
it. Would that surprise you to hear 
that that was the state of that mort- 
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gage account? A.—Well, rather, be- 

cause I understood that the interest 

ee being met on this loan as it feil 
ue. 

Q.—Then you are surprised to hear 
that, because you supposed the inter- 
est had been kept up? A.—I think 
I was sure that the interest was being 
paid right along. 

Q.—Then, did you remain interest- 
ed as a member of this syndicate, from 
the time of this conveyancing down, 
or was there ever any change in that? 
A.—Oh there was a change up to a 
certain time I think, as far back as 
towards the end of 1903 or the begin- 
ing of 1904. 

Q.—That would be towards the end 
of the year in which the mortgage 
was given, or towards the beginning 
of the next yearP A.—yYes, very 
shortly after I had entered into this 
syndicate. 

Q.—What happened? A.—Mr. Ste- 

phenson and I had a discussion with 
regard to the vroposal to enter into 
another syndicate to buy other pro- 
perty. 
' Q.—There was a proposal pointing 
to you and Mr. Stephenson, or to you 
only? A.—To Mr. Stephenson and 
myself and others. 

Q.—Who were the others? A.—Mr. 
McGillivray and, I think, Mr. Foster. 

Q.—Dr. Montague? A.—WNo, Dr. 
Montague was not in it, and Mr. Ste- 
phenson advised me, that although he 
thought it was not illegal, stili it 
would look very bad for me to enter 
into it. 

Q.—That is to enter into the syn- 
dicate which was then being propos- 
edP A.—Yes. 

Q.—And which was intended to be 
dealt with similarly to the one that 
we were talking about? A.—Yes, 
quite so, and I said “If it is impro- 
per to do this in this case, why it is 
certainly improper in the Montague 
case;”? and he said ‘‘Yes,’’? he could 
not see any differecen between the 
two. Immediately I went to Mr. 
McGillivray and said, ‘‘So far as I 
am concerned I am going to get out 
of this. No amount of profit that 
could accrue to me in this transac- 
tion would compensate me for any loss 
of confidence of the membership.’’ 
And I urged him to join me in the 
change I proposed, and he assented. 
and that was to convey our holdings 
back to the Union Trust Company, 
which meant of course, back to the 
1.0.F. After that we had a consul- 
tation with Dr. Montague, and al- 
though it was agreed that his posi- 
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tion was different from Mr. McGilli- 
vray’s and mine, as he was not a 
member of the Executive, however, I 
persuaded him to agree with us in 
the proposition to re-convey the pro- 
perty, at least to hold the property in 
trust for the Union Trust Company, 
that any profits which might accrue 
from our holding in the syndicate 
might go back to the Order; that was 
agreed to by the three of us, and the 
only person then concerned was Mr. 
Foster who was in with us. When 
I was going away last year to India 
I wanted to straighten everything up 
so that in case anything happened to 
me, my friends would not find my 
affairs standing in this condition. I 
asked Mr. McGillivray and Mr. Mon- 
tague who had agreed with me to make 
this change, if the change had been 
made, and they said, No, and in their 
presence I instructed Mr. Stephenson 
to see forthwith that these changes 
were legally carried out, and I under- 
stood that they were, and the property 
was re-conveyed so that any profits 
accruing from our holding would go 
to the Union Trust Company. 

Q.—Mr. Hunter tells me that Dr. 
Montague signed a quit claim deed? 
A.—In consequence of this agreement 
he eventually said, ‘‘Well, whatever 
you do I will join, notwithstanding 
that I am not a director or executive 
officer, still I am in the employ of the 
Order, and I think that if you have 
made up your minds to do this, al- 
though I regard the transaction— 
and I am advised that it is all right 
—that it 
join you.’? And I understood that 
the property was sold or re-conveyed 
to the Union Trust Company, and 
that afterwards the Union Trust 
Company sold our holdings and made 
a profit for the Order of about $100,- 
000. 

Q.—I am coming to that subsequent 
sale, but you have not quite completed 
what you had to say about the inter- 
ests of the four members of the syn- 
dicate? A.—Oh, I understand after- 
wards they persuaded Mr. Foster to 
join them and that he did join them. 


Q.—That Mr. Foster also joined 
them? A.—Yes. 
Q.—In_ re-conveying or giving up 


any rights in this syndicate for the 
benefit of the Union Trust Company ? 
A.—yYes. I did not go to Mr. Fos- 
ter. I never had any conversation 
with him on the subject, but I en- 
trusted the business to Mr. McGilli- 
vray and Dr. Montague to do, and it 
seems it was done. 


is not illegal—still I will - 


—_— 
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Q.—Then you were about to say, or 
you had said, and I interrupted you, 
that subsequently some sale was made? 
A.—It was reported to me on my re- 
turn from India that a sale had been 
made. I know nothing about it. 

Q.—Do you remember a company 
being formed, the Western Canada 
Settlers Mutual Land Company of 
Winnipeg? A.—Yes. 

Q.—You remember that company? 
A.—Yes. 

Q.—What had the company to do 
with these lands? A.—Nothing, I 
think, 

MR. HUNTER: The Union Trust 
Company put these lands and other 
lands into the company. 

WITNESS: Well, I do not know 
about that. It was talked about and 
I suggested the idea that we should 
put these lands into this company 
which you have just mentioned, the 
Colonization Company and that the 
lands should be used for the purpeses 
of that company, to put settlers upon 
them, but the Executive reversed my 
policy or rather disarranged my ideas 
about the Colonization Company, and 
came to the conclusion there was too 
much land to set aside for that pur- 
pose, and that the operations called 
for were too large to justify us in try- 
ing to carry it out on that scale. 

Q.—Then with respect to the West- 
ern Canada’s Settlers Mutual I think 
I will pass that by with you, because 
We can get that more accurately from 
somebody who knows more about it? 


A.—Yes, Mr. Stephenson will be able 
to give you the information. After 
the scheme was started, of course the 


matter was handed over to Mr. Ste- 
phenson. 

Q.—And he dealt with it thereafter? 
A.—Yes. 

Q.—And you four ceased to have 
any personal interest in the lands as 
against the Foresters or the Union 
Trust Company individually after the 
transaction which was brought about 
by the intervention of Mr. Stephen- 
son? A.—yYes. 

Q.—Then, I understand that recent- 
ly, within a very short time now, the 
lands themselves have been actually 
sold in such a way that the old For- 
esters’ mortgage and all interest up- 
on it has been fully paid off A.— 
Yes, and not only that, but quite a 
profit has accrued from the transac- 
tion, which will go ultimately to the 
benefit of the Order. 

Q.—There could be no profit beyond 
the principal and interest on the 
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mortgage so far as the Foresters are 
concerned; that was upon the former 
transaction? A.—Yes. When I talk 
about the Union Trust Company I al- 
ways have it in my mind that it is 
the Order. 

Q.—Those matters we will have a 
httle more in detail, but you do not 
ee personally about themP A.— 
vo. 


(The Commission then adjourned till 
Monday, 24th September, at 10.30 
o'clock.) 


SEVENTY-SECOND DAY. 
MORNING SESSION. 
Toronto, Monday, Sept. 24, 1906. 


MR. SHEPLEY: An error has been 
pointed out to me which is probably 
a printer’s mistake in the testimony 
of Dr. Oronhyatekha. At page 2255 
of the evidence in discussing the 
valuation balance sheets returned to 
the British Board of Trade the dol- 
lar mark is put instead of the pound 
mark in one place, and of course it 
upsets the whole thing. It is about 
three-fifths of the way down the sec- 
ond column; the figures as_ printed 
are $9,774,443*; it should be that 
number of pounds. 

Examination of DR. ORONHYA- 
TEKHA continued: 

WITNESS: This is so important 
a matter to us that I would like to 
put in this evidence, the Dominion 
Government standard as compared 
with the Ontario Government stand- 
ard with regard to rates. You see 
there is quite a difference. This is 
based upon actual experience, and 
therefore is likely to be true. 

MR. SHEPLEY: We will just have 
this explained; you have two columns 
here, two comparative columns at the 
ages 20, 30, 40 and 50? A.—Yes. 

Q.—One column is headed Net Pre- 
mium Dominion Government Stand- 
ard for old line companies—what do 
you mean by Dominion Government 
standard? A.—The standard which 
the Government uses in requiring of 
old line companies their net premium, 
it must be at least that much. 

Q.—The other column is net pre- 
mium Ontario Government standard 
for new societies? A.—Yes. 

Q.—What do you mean by Ontario 
Government standard? A.—The same 
that the Ontario Government requires 
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of- new orders or societies, that they 
must use those figures as in their net 
premium, and those figures are based 
upon, as I understand, the actual ex- 
perience of the Canada Life, and 
therefore reliable; showing that the 
societies can do business at a much 
lower rate than is set forth by the 
Dominion Government, and as I have 
already pointed it out, that in the 
Ontario Government standard the 
profits arising both from lapses and 
the benefit of medical selection during 
the first five years is not taken into 
account, and therefore the premiums 
for societies could be lower than the 
Ontario Government standard by 
whatever these profits might be. 

Q.—Of course you appreciate, do 
you not, that it is quite possible to 
compute reverses upon such a basis 
as to give a society the benefit both 
of the lapses and of the medical ex- 
amination? A.—Quite so, and that 
is just what we are complaining of, 
that in the ordinary Government 
standards for old line companies there 
is no such allowance, and then they 
say we ought to come to this high 
standard. 

Q.—Of course, once conceded that 
there is a possibility of your valuing 
policies so as to include those’ bene- 
fits, then it is just a matter of mak- 
ing an accurate computation? <A,— 
Yes. 


Q.—Would you be prepared to say 
or hazard an opinion as to whether, 
if you made a computation adopt- 
ing these benefits and making them 
part of the computation that_ the 
amount of money you have on hand 
would be equal to a reserve so com- 
puted? A.—No, I do not say that. 

Q.—You do not say it would? A.— 
No. 

Q.—Then after all it comes back to 
what you have called the safety clause? 
A.-—Yes. 

Q.—I have no objection to putting 
that in, of course, and you under- 
stood that that, as with regard to 
ae others, is subject to criticism? A. 
Yes. 

Comparative statement of net pre- 
miums, Dominion. Government stand- 
ard for old line companies and net 
premium, Ontario Government stand- 
ae for new societies, filed as exhibit 
477, 

Q.—The Ontario standard I have as- » 
sumed is what we have spoken 0 
alredy as Dr. Hunter’s rates? A.— 

es. 

Q.—I think you were going to let 
me have a little fuller account about 
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that asset which you are carrying 
under the head ‘‘Provincial’’—you 
remember, that is now $20,000 odd? 
A.—I do not think I can give you 
any fuller account. After a certain 
stage I handed over the negotiations 
to Mr. McGillivray and Mr. Laidlaw. 

—Mr. Hunter hands statement to 
Mr. Shepley. 

MR. SHEPLEY: This does not ex- 
plain to me why that asset is found 
rather with the Foresters than with 
the Union Trust which took over all 
the assets, that is a thing I want to 
have explained, you cannot tell me 
about that? A.—No; I should imagine 
you could get that from Mr. Foster. 

Q.—When Mr. Foster is in the box 
scan” ask ‘him: for it? 1 VAS" Yes. 

Q.—I think you said that you 
would have the account in respect of 
Foresters’ Island made up, has that 
been done? A.—TI think so. 

—Mr. Hunter produces account. 


MR. SHEPLEY: Q.—Do you know 
who owned the property before you 
commenced your enterprise there? A. 
—I owned the Island and I donated 
the site of the Home to the Supreme 
Court, and then they instructed me 
to build a Home on it. 

Q.—Was the Island encumbered, or 
was it free from encumbrance? A.— 
The section that was donated was 
free from encumbrance; the Castle 
building was encumbered I think to 
the extent of $10,000 at that time. 

Q.—When you say the section donat- 
ed was free from encumbrance and 
the Castle building was encumbered— 
A.—The Castle building and ground. 

Q.—Was not the Castle building 
and ground part of the donated pro- 
DEELY Fy A—N Onn sity 

Q.—And is not the Orphan’s Home 
situate upon that? A.—WNo. 

Q.—It is apart from that? A.— 
Yes. 

Q.—Then’ the castle and grounds 
are not part of the Foresters’ enter- 
prise there at all? A.—No, sir. 

Q.—Not up to the present mo- 
ment? A.—No, I have since convey- 
ed to the Foresters the whole of the 
Island, but of course that has no con- 
nection with the Home. 

Q.—By way of giftP A.—Yes, sir. 

Q.—And subject to the encum- 
brance? A.—Well, no; I am going to 
pay off the encumbrance. 

Q.—But it has not yet been paid 
off? A.—No. 

Q.—I suppose we can get the con- 
veyances in the Registry Office with 
regard to that? A.—Yes, I think so. 

Q.—Or perhaps you have them 
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more convenient, and we can look at 
them if we desire? A.—Yes. 

—Account re Orphans’ Home, For- 
jane Island, marked as Exhibit 
478. 

Q.—The Alexandra Palace accounts, 
that Mr. Hunter says is not in the 
Foresters’ account, but in the Union 
Trust account. Then this is a state- 
ment of the Temple. (Statement of 
the Temple produced, marked as Ex- 
hibit 479.) 

Q.—Had you any acquaintance with 
the purchase of certain lands in which 
at one time you appeared to have had 
an interest, or you are said to have 
had an interest, from the Canadian 
Pacific Railway subsidy lands in the 
Northwest in connection with the 
Great West Land Company? A.—I 
know very little about it except that 
there was such a company to whom we 
loaned money. 

Q.—When you say we _ loaned 
money? A.—That is the Foresters, or 
the Union Trust. 

Q.—You look upon the Foresters and 
the Union Trust as one body? A.— 
Yes, I would be very likely to say 
I. O. F. when it is realiy the Union 
Trust Company. 

Q.—What do you know of the be- 
ginning of that transaction? A.— 
Nothing about it. 

Q.—Who was in charge of itP A. 
—I think Mr. Foster and Mr. McGil- 
livray for us, that is for the For- 
esters, or the Union Trust Company; 
there were 100 shares transferred to 
me at some period of its history, and 
when I learned of that fact I gave 
instructions to have it re-transferred 
to the Union Trust Company, and I 
think it was done, and «hat is about 
all I know about it. 

Q.—You got no personal benefit out 
of that? A.—No. 

Q.—Whose transaction did you un- 
derstand it to be? A.—I understand 
it to have been a syndicate, and in 
that syndicate were Mr. McGillivray, 
Mr. Foster and Mr. Wilson. 

Q.—You understood it to be a syn- 
dicate, in which Mr. McGillivray, Mr. 
Foster and Mr. Wilson were inter- 
ested? A.—Yes, there might have 
been some others, but those are the 
names that are in my mind with re- 
gard to that transaction. 

Q.—Mr. Foster was the manager of 


the Union Trust Company ? A.—Yes. 


Q.—We know what position Mr. 
McGillivray occupied, what was Mr. 
Wilson’s position? A.—As a director. 
I think, either director or solicitor. 

Q.—Or perhaps both? A.—Yr 
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Q.—Of the Union Trust Company ? 


A.—Oh, no—why, yes, he was director 
and solicitor at the time of the Union 
Trust. 


Q.—You do not remember the 
names of any other people concerned 
with the syndicate? A.—No, sir. 

Q.—Generally speaking, what was 
the syndicate scheme? A.—I presume 
t2 buy land and sell it again and: 
make money out of it. 

Q.—Where did you understand the 
money was obtained for the purpose 
os doing that? A.—I think we loan- 
ed it, 

Q.—Who loaned it? A.—The Union 
Trust Company. 


Q.—The Union Trust Company loan- 
ed to the syndicate the money out oi 
which to carry on the speculation’. 
A.—To buy the land. 

Q.—You do not, or do you tee 
The same as in the Montague matter. 

Q.—Did you understand that the 
Union Trust Company put up ali the 
money that was necessary to finance? 
A.—I could not tell you any of the 
particulars, just the general features 
of the transaction I know, 

Q.—But you do understand as much 
as you have told me about it? A.—. 
Yes. 

Q.—At one time you say there were 
100 shares put in your name in the 
Great West Land Company? A.—Yes. 


Q.—That you did not retain, and 
you think you gave it to the Union 
Trust Company? <A.—I am sure I] 
gave instructions to have it ‘re-con- 
veyed to the Order, which meant the 
Union Trust Company. 


Q.—So that the beneficiaries in the 
Order would have the benefit of it? 
A.—Exactly. 

Q.—Then did you inquire to see 
whether that had been done? A.— 
Oh, it was done. 

Q.—Or did you find out it was the 
syndicate that got the benefit of those 
shares? A.—No, my interests were 
re-conveyed to the Union Trust Com: 
pany. 

Q.—That is what you have always 
supposed? A.—Yes, I think it was 
done. 

Q.—If it turns out that your inter- 
ests were just handed over to the syn- 
dicate that would surprise you? A. 
—That is another matter with which 
I would not have anything to do. 

Q.—Except you are telling us you 
were surrendering for the benefit of 
the Order? A.—Yes—oh, yes; I re- 
member now, it was re-conveyed to 
the benefit of persons that I did not 
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intend should have the benefit of it, 
and when it came to my knowledge— 

Q.—Let us not bauik at it, for 
whose benefit was it conveyed? A.-—— 
I heard it was conveyed to the mem- 
bers of the syndicate, but I have no 
knowledge of it. However, when 1 
returned from India I was told that 
the members of the syndicate had con- 
verted those shares to themselves, and 
I wrote to Mr. Wilson telling him | 
had no such intention of re-conveying 
the property. 

Q.—lIs that letter available? A.— 
I think so, it must be. 

Q.—We would like to have a copy 
of that letter; was there any corres- 
pondence arising out of your letter 
on the subject? A.—I think not, I 
inquired the other day whether there 
was any answer to that letter and J 
understood there was not, still there 
may be, and if there is any I will 
furnish you with a copy of the reply. 

Q-—And any further correspon- 
dence there may be upon the subject? 
A.—Yes. 

Q.—Did you hear of any other stock 
besides the 100 shares to you, did 
you ever hear of 2371 shares of stock? 
A.—No. 

Q.—You did not hear of any stock 
that at one time belonged to the 
Union Trust Company, or as you 
would say to the Order? A.—No. 

Q.—You do not know about that 
being surrendered? A.—No. 

Q.—Did you regularly attend the 
meetings of the directors of ‘the 
Union Trust Company? A.—Very 
seldom you might say, on account of 
my frequent absences from the city: 

Q.—Have you in a general way an 
idea as to the extent to which the 
funds of the Union Trust Company 
were put up in aid of that syndicate 
in that speculation? A.—Not until 
recently. 

Q.—And recently you have found 
out? A.—I was told. ' 

Q.—How much about? <A.—Some 
nine hundred odd thousand dollars. 

Q.—$980,000 of, funds of the Union 
Trust Company? 

MR. STEVENSON: It is not 
quite that much; the mortgage is 
$980,000, but the largest amount was ° 
$958,000? A.—That would be correct, 
because Mr. Stevenson had charge 
of that. 


MR. SHEPLEY:It seems rather a 
pity you were not looking after the 
affairs of the Union Trust Company? 
A.—Well, some things that were 
done woud not have been done if I 
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had been in direct charge, butI had 
able colleagues on it, and with very 
few exceptions everything done when 
I learned of it had my approval. 


Q.—But there were exceptions? A. 
—Yes, very exceptional. 

Q.—And perhaps this, .partjcular 
transaction was one of the excep- 
tions? A.—With my experience of 
the Montague business I do not think 
I would have repeated the transac- 
tion, at least so far as I am _ con- 
cerned. 


Q.—You would not have favored 
handing over what were practically 
trust funds to a syndicate composed 
of directors of the Trust Company 
and others who occupied positions 
of trust for the purpose of their pri- 
vate speculation? A.—No, I do not 
think so. At first of course I did 
the same thing myself, but I do not 
know whether I am entitled to say 
innocently, at any rate, as soon as it 
was brought to my attention that it 
was improper, although it may have 
been legal in a sense. 1 would not 
have consented to any further trans- 
actions of that kind. 


Q.—Then I suppose we can get 
further information with regard to 
that from the gentlemen who were 
beneficially interested in it? A.— 
I think so. Mr. Foster for instance 
can give you all the information. 

Q.—And Mr. Wilson? A.—Yes. 

Q.—Mr. McGillivray not being 
available? A.—Mind you, I think 
Mr. McGillivray, like myself, would 
not have entered into those transac- 
tions if he had realized that it might 
compromise him in the eyes of the 
membership. 


Q:—Then what other transactions of 
a similar character have you in mind 
when you say there were some trans- 
actions you would not have allowed 
to go through if you had been in 
charge? A.—I do not know whether 
you ought to ask me to answer 
that, because that is‘ simply a ques- 
tion of opinion of mine, while the 
transactions may have been absolute- 
ly correct, my ideas being different 
and being in the position of head of 
the Order my actions may have been 
governed by other considerations than 
ordinary commercial requirements, 
and I would not like to just give any 
opinion finding fault with a trans- 
action. 

Q.—I will put it in another way, 
and I will put it in in a way which I 
am sure will appeal to you at once: 
neither you nor I ought to judge the 
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transactions, somebody else must do 
thatP A.—Yes. 


Q.—But we ought to know the 
transaction so that those ‘who are 
entitled to judge can judge, I want 
you to tell me in that view what other 
transactions you have in your mind? 
A.—I have icld you exactly what 
these transactions were. 

Q.—So far as you have told me, 
but there were others, you know, and 
it is the others I want to get at so 
that we can spread the facts with 
regard to them before the ultimate 
judges? A.—Well, I do not think I 
ought to tell you. 


Q.—I think you should, doctor, I 
think it is your duty to? A.—Well, 
in a general way I do not see any ob- 
jection to saying this to you, that 
the directors had given certain or- 
ders not to do certain thizgs, and I 
understood that Mr. Foster had done 
it in disobedience of the orders of the 
directors. 

Q.—You have in mind the parti- 
cular matter or matters as to which 
there was, as you understood, a breach 
of instructions? A.—Yes, it was buy- 
ing stocks that were not dividend- 
bearing. I had very decided opin- 
ions about it, and I got the Board of 
Directors to give instructions not to 
buy non-dividend bearing stock, so 
that we could hold it as an invest- 
ment, and I understood Mr. Foster 
after those instructions were given 
did buy some stocks that were not 
dividend bearing, and I did not like 
it. 

Q.—What stocks have you in mind 
when you say that? A.—Some rail- 
way stocks. I don’t know what they 
were. 

Q.—You do not remember the 
names? A.—WNo. 

Q.—They will be found in the re- 
cords of investments? A.—Yes. When 
I say that the reason I have been 
hesitating, Mr. Foster may have been 
perfectly right in a sense in buying 
those stocks. 

Q.—Have you ascertained that a 
very large portion of the resources of 
the Union Trust Company is, or was 
until recently, locked up in North- 
west lands in addition to this? A.— 
Locked up just as our funds are 
locked up in mortgages, we had bought 
property in the» West and until we 
resold it of course they were locked 
up; when I say bought, I suppose we 
had loaned money on them. You 
know we went into the colonization 
business for the purposes of that col- 
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onization, and I wanted the Monta- 
gue lands to be transferred to that 
scheme, and in that way you might 
say that some of our money was locked 
up for a time. I am sure that if the 
lands we had acquired had been held 
for the colonization scheme of the 
Order we would have realized millions 
in money and reputation, and I am 
exceedingly sorry the Executive 
thought fit to depart from the orig- 
inal scheme, or thought best. 

Q.—The colonization scheme was 
never carried out? A.—It is being 
carried out in part, but not on the 
scale I proposed it to be. 

Q.—Who can tell us the history in 
detail of the colonization scheme and 
what was done in respect of that? 
A.—lI think Mr. Stevenson can. 

Q.—Then did you ever hear of the 
Kamloops Lumber Company? A.— 
Yes. 

Q.—What did you understand the 
Union Trust Company’s interest was 
there? A.—The Union Trust Com- 
pany acquired for the Order what is 
called the Kamloops Lumber Company 
Timber limits and saw mills. 

Q.—Acquired those for the Order? 
A.—Yes; probably it would sound 
better to use the term Union Trust 
Company. To me of course it means 
at that time we owned nearly all the 
stock, what was done for the Union 
Trust Company was done for the 
Order. 

Q.—Do you know how much money 
was put into that business? A.—No, 
I do not; well, of course, I can get 
the information, but I cannot recall 
it just now. 

.—A very large sum of money? 
A.—Quite a large sum, but it was a 
very large property, and in my judg- 
ment the Order was sure to make a 
very large profit. 

Q.—Do you know from whom the 
property was purchased? <A.—No. 

Q.—You did not hear any names in 
connection with that? A.—There 
were parties I think from whom we 
bought, but I could not tell you the 
names. 

Q.—You cannot tell me anything 
further with regard to that? A.— 
No. 

Q.—But, at all events, whoever 
they were, and whatever the amount, 
funds of the Union Trust Company 
to.a very large amount were invested 
in that speculation? A.—Yes. 

Q.—I call it speculation because, of 
course, everything in which you in- 
vest money is more or less specula- 
tive? A.—Well, in that sense I ac- 
cept the term. Mr. Stevenson will 
be able to tell you all that in detail. 
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Q.—I understand you have cancel- 
led your other appointment, and you 
will consider that you are not finally 
released ? A.—I will keep within 
calling distance. I may go down to 
the Foresters’ Island, but you can 
get me. Am I released now? 

Q.—Yes, for the present. 


MR. HELLMUTH: I do not think 
that at the present stage, and in view 
of what my learned friend has said 
about Dr. Oronhyatekha being re- 
called, if necessary, and that his ex- 
amination is not finally concluded in 
that sense, that it is still open, I do 
not think that I have anything to 
ask at the present stage. 


ELLIOTT G. STEVENSON, sworn. 
Examined by 


MR. SHEPLEY: Q.—yYou reside in 
Detroit? A.—Detroit, Michigan. 

Q.—And you are a counsellor, prac- 
tising your profession thereP A.— 
Yes. 

Q.—When did you first become con- 
nected with the institution into whose 
history we have been inquiring? A. 
—Well, officially I became connected 
with the Foresters in 1898. I became 
a member of the Order some time 
prior to that. I cannot recall the 
particular date. 

Q.—What was your first official con- 
nection with the Foresters? A.—At 
the Supreme Court meeting in 1898, 
convened here in Toronto. I was 
elected Supreme Counsellor. 

Q.—You were elected Supreme 
Counsellor? A.—Yes. 

Q.—What is the status and what 
are the functions of Supreme Counsel- 
lor in the Order? A.—Under. the 
Constitution to do pretty much asthe 
Supreme Chief Ranger directs. Under 
my arrangement it was specially to 
look after the legal business of the 
Order in the United States. 

Q.—To look after the legal business 
of the Order? A.—In the United 
States. 

Q.—Was that legal business in the 
United States of considerable dimen- 
sions? A.—Oh, quite considerable, in- 
volving the defence of suits, and alsu 
looking after the interests of the Order 
for the Insurance Departments. 

Q.—In connection with investments? 
A.—Not necessarily investments, no, 
but to obtain licenses. There were - 
varying laws in various States. 

Q.—To keep the Order in a state 
of good health with respect to the 
various Insurance Departments? A.— 
So that it might lawfully do business 
in the various States. 
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Q.—I do not know whether I 
should describe it as gradual, but 
your functions developed? A.—Well, 
of course, last year | gave up my en- 
tire time to the work. Prior to that 
time I gave up more time to the af- 
fairs of the head office than I had 
been expected to, but I continued. 
There was no change in my real ar- 
rangements ‘until late in the year 
1904. 

Q.—You spoke, just now, of having 
found the work at the head office 
growing? A.—Yes. 

Q.—You had become involved in 
the supervision of work at the head 
office as well as the work you have 
spoken of in the United States? A.— 
By request of the Supreme Chief Rang- 
er, there were other duties assigned 
to me that I undertook. 

Q.—And of what nature wére the 
duties in so far as the head office 
was concerned, speaking now of a 
period prior to your giving your 
whole time to it, and having regard 
to the fact that of course it was 
growing? A.—Simply endeavoring 
to learn the condition of the business 
of the Order and to suggest any 
changes that occurred to me that 
would tend to improve its condition. 

Q.—Prior to the time you speak of, 
were you brought into contact with the 
investing side of the Order? A.— 
Only so far as the Union Trust Com- 
pany was concerned. 

Q.—I pass that for the moment, be- 
cause I want to deal with that a 
little more in detail. Then were you, 
from time to time, taken into the 
confidence of the Supreme Chief Rang- 
er upon questions of insurance and 
of insurance policy? A.—I think 
practically from the beginning. 

Q.—You were called upon, I should 
say, to form a view, and probably to 
express it with regard to the sound- 
ness of the methods that were being 
adopted? A.—Yes, it was more a 
‘question of discussion rather than any 
formal request; as we got together 
we discussed matters, and he would 
request my views about different mat- 
ters, and I freely expressed them, and 
took occasion, in order to endeavor 
to express them intelligently, and to 
have the suggestions to be of some 
value, to investigate with reference 
to them, so far as the conditions were 
concerned, as the details wereso enor- 
mous that I realized that he could not 
possibly be possessed of all of them. 

Q.—I suppose you were aware—per- 
haps you were always aware—but you 
soon became aware of the fundamental 
difference between the methods of this 
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society and the ordinary insurance 
methods? A.—Yes. Well, I carried 
old line insurance and paid for it, and 
I carried this insurance and paid for - 
it, and I realized this very fully. 

Q.—Perhaps it is not going too far 
to say that you might sum up the 
fundamental differences in this; that 
this society does not contemplate the 
maintenance of a reserve? A.—That 
is a fair statement, I think. 

Q.—Was the theory upon which 
the maintenance of a reserve might be 
dispensed with in the case of a friend- 
ly society the subject of discussion 
frequently between you and the Chief 
Supreme Chief Ranger? A.—Even 
before I became officially connected 
with the Order the question was dis- 
cussed at considerable length, prior 
to the meeting of 1898 at which the 
rates were increased. Of course I 
do not profess to be an insurance 
expert, but having some general in- 
formation upon the subject, the Su- 
preme Chief Ranger seemed to be 
gathering such information as he 
could from all sources. 

Q.—Then are you able to put the 
case for dispensing with the reserve 
upon any better or higher ground 
than the Doctor has put it? A.—No, 
I could not undertake to do it half 
as well as he has done it. 

Q.—May we take it for granted 
that the best and most effective ar- 
gument that can be used in favor of 
the system has been advanced to the 
Commission? A.—I should certainly 
agree to that, although of course we 
must all have some ,difference upon 
some of the questions involved, but 1 
think the statement of the case from 
the Doctor’s lips has been a full and 
roe statement on the side of the Or- 

er. 

Q.—Then I leave that subject, just 
with that. general statement of it. 
was quite prepared to hear you say 
that, and I do not know that after 
you have said that we need get views 
in favor of the system from anybody 
else than the Doctor. 

JUDGE MacTAVISH: You have 
not changed your mindP A.—Not 
at all. There is one very simple way 
of stating the matter; even upon our 
old rates they are sufficient to pro- 
vide for a death rate of 9 in a thous- 
and, so that if you should get your 
organization so as to keep your death 
rate below 9 in a thousand, even our 
o]d rates are sufficient. . 

MR: SHEPLEY: Q.—That is some- 
thing, I suppose, which might be 
said with regard to the subject of in- 
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surance generally, and apart  alto- 
gether from the ; escion ot m-inten- 
ance of reserves? A.—Yes, there 
might be a suggest-on in that regard; 
there are cities in your country and 
cities in our country. where th 
death rate of all classes is below 9 in 
a thousand. 

Q.—Then the first matter that in- 
volved your attention from the invest- 
ment standpoint, the first important 
matter at all events, was the Union 
Trust Company? A.—yYes. 

Q.—What part did you take in 
that? A.—Simply in the way of ad- 
vising and consulting. 

Q.—We have taken the history of 
that from the Doctor and from the 
documents pretty full. Is there any- 
thing that you are aware we _ have 
overlooked that we have not— A.— 
I have not been here at all times, and 
I would say for myself that the con- 
trolling factor with reference to ap- 
proving of the plan of the organiza- 
tion of the Union Trust Company, 
was to endeavour to make sure of the 
investments of the Order being cared 
for. The principal care prior to the 
time of the organization of the Union 
Trust Company devolved upon the 
Supreme Chief Ranger, and the Su- 
preme Chief Secretary: The Supreme 
Chief Ranger, as early as 1898, was 
in very ill health, very poor health, in 
fact his life was despaired of. The 
Supreme Secretary’s health had com- 
menced to fail, so that it seemed as 
though it was almost a matter of 
necessity to make some provision for 
taking over titat very important 
branch of the work of the Order 
that had been resting, practically, 
upon these two men, in addition to 
that it was brought that by the or- 
ganization of the Union Trust Com- 
pany there would be _ sufficient at 
least earned, from outside sources, so 
that the Order could have the gross 
result of its investment as net re- 
sults. Those were the two thoughts 
that were controlling in my mind at 
the time of the organization of the 
Union Trust Company. 

Q.—In the first place to increase 
the efficiency of the management as to 
investments, and in the second place 
to provide for a self-supporting de- 
partment, so to speak, so that the 
gross results of the Foresters’ | in- 
vestments might be net? A.—Yes. 

Q.—You were made aware, of 
course, during the megotiations for 
bringing about that alteration, you 
were made aware of the existence of 
the old Provincial Trust Company? 
A.—In a very general way. I simply 


6 EDWARD VII., A. i906. 


Ind, Order of Foresters, 
(KE. G. Stevenson, Iix’d.) 


knew it had an office in the building, 
and I knew the charter of that com- 
pany was being acquired with a view 
to surrender and procuring a new 
one for the Union Trust Company. 

Q.—Were yu aware that. ‘the his- 
tory of that Company was not emin- 
ently satisfactory? A.—No, I paid 
no attention to the history of that, as 
I did not suppose 

Q.—You were looking to the future 
rather than the past? A-—Yes. I 
did not suppose that was a matter 
of any importance, more than enabl- 
ing us to secure a new charter by a 
surrender of the old one. 

Q.—It was intended from the _ be- 
ginning that practically the Union 
Trust Company should be the  pro- 
perty of the Foresters? A.—I would 
want to qualify that. There were a 
number of gentlemen who at the out- 
set expected to become holders of a 
considerable amount of stock. 

Q.—Mr. Matthew Wilson I know 
subscribed for either $20,000 or $40,- 
000. 

MR. NESBITT’: $40,000, 

WITNESS: And there were one or 
two other gentlemen who, it was ex- 
pected, would subscribe for as much 
more. It was expected the Foresters 
would control it until such time as we 
hoped it would be worth a good prem- 
ium, and then dispose of it. That 
was the original thought, but we 
found, after Mr. Wilson had subscrib- 
ed for his stock, that the question 
of declaring dividends and that sort 
of thing was iikely to create embar- 
rassment; for instance, Mr. Wilson 
naturally felt he wanted a fair share 
of the earnings distributed by way oi 
dividend. From our standpoint we 
were satisfied to take the 4 per cent., 
and to have the surplus earnings ac- 
cumulate, and that resulted—there 
was a little disagreement over that—- 
that resulted in a change of policy, 
and we retired Mr. Wilson’s holding, 
and stopped admitting anybody else 
in for that reason. 

MR. SHEPLEY: That was all foi- 
lowing out the policy which you have 
spoken of, of consolidating the earn- 
ing power for the benefit of the Or- 
der? A.—yYes, 

Q.—Had you anything to do w'' 
the negotiations between Mr. Wilson 
and Mr. Laidlaw A.—Nothing at 
all. I knew nothing of them excent 
as I have been informed in convers;- 
tion with Mr. Wilson, principally. 
since that time. 

Q.—And let us see whether the ac- 
count of it which appears upon the 
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documents and particulars of which 
we have been yviven by the Doctor can 
be put in this way; the Union Trust, 
Company was to receive its incorpora- 
tion under the general Act and the 
Provincial company was to surrender 
its charter so that there might be no 
creater number of charters in the 
field. 

Q.—The property and assets of the 
Provincial Trust Company were to be 
turned over to the Union Trust Com- 
pany? A.—Yes. 

Q.—And the modus operandi was 


the acquisition by a person or persons 


who were trustees for the Order of 
the stock in the old Provincial? A. 
—Yes, except I would want to say in 
that connection that I did not under- 
stand that it involved any loss—the 
acquiring of those assets, 


Q.—You did not understand it in- 
volved any loss? A.—No. 


Q.—You understood that whatever 
was paid nominally for the stock 
would be returned in the shape of 
good assets? A.—We would have good 
assets for whatever we paid for the 
stock. 

Q.—But is there any doubt that the 
assets were to go into the Union 
Trust Company? A.—Well, I could 
not say as to that, Mr. Shepiey. I 
do not know, I was not famifiar with! 
the details of the matter and I did 
not know what form it actually 
took. 

Q.—Are you able to offer any ex- 
planation,—because that is a thing 
which has troubled me, ar\d I cannot 
see my way through it yet, perhaps 
because I have not all the informa- 
tion—can you explain to me why we 
find this asset returned year by year 
to the Government in the returns of 
the Foresters, the Provincial Trust: 
Company? A.—TI could not. I never’ 
was familiar with the matter of pre-. 
paring the statements, and never hed 
anything to do with it, in fact never 
until 1905, examined them, and then: 
only with reference to the larger ‘in- 
vestments. 

Q.—Am I right in saving that your 
view would have been, or your expec- 
tation would have been, to find the 
assets, good or bad, in the Union 


Trust Company, and the Foresters re- ° 


couped for the money they had paid 
for the stock? A.—I certainly ex- 
pected the Foresters would be fully 
recouped for every cent that was paid 
in acquiring that stcok. 

Q.—Then the very next thing, if 
you can say it with propriety, did you 
understand the assets, good or bad, 
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would be turned over to the Union 
Trust Company, and that the Fores- 
ters would have no concern with 
them? A.—The matter never came to 
my mind, so that I never had any 
opinion or understanding about it’ 
-——the details or the way it would be 
worked out. 

Q.—So that we are still without any 
further light about that. Then do 
vou remember at whose suggestion 
Mr. Foster was brought into the mat- 
ter in any capacity? A.—I cannot 
say who suggested it. I recall the dis- 
cussion about the matter. 

().—Who were present? Who were 


' the parties to the discussion? A.— 


The matter was discussed certainly be- 
tween the Supreme Chief Ranger, the 
Supreme Secretary. and myself, and I 
think at a fuil meeting of the Execu- 
tive Council, we were all desirous of 
securing someone in whom the mem- 
bership and the public would have 
confidence, and who would be recog- 
nized as a safe man to entrust the 
management of the interests to, and 
who would be a safe guide in the mat- 
ter of investments. My general infor- 
mation was that Mr. Foster had been 
Finance Minister of the Government 
of this country, and that during his 
administration of that Department 
that he had been absolutely above sus- 
picion in the matter of any sort of 
trafficking or dickering in the affairs 
pertaining to his Department, and 
that he was considered conservative, 
almost to the point of cheeseparing. 
That was the statement of the case 
that was made to us with reference to 
the qualifications of Mr. Foster for this 
position. 

Q.—Then he was approached upon 
the subject, we hear, in an interview 
with the Doctor, the Supreme Chief 
Ranger? A.—I have no _ personal 
knowledge of that. 

Q.—Then we have the letter. Just 
one word with regard to a sugges- 
tion made by Mr. Foster. In the 
second of his letters a suggestion is 
made that there should be the appear- 
ance—I do not want to put it in- 
vidiously at all—but the appearance 
of an independent Board of Manage- 
ment. Do you remember that? A. 
—No, I never heard that suggestion. 

Q.—Perhaps you did not see the 
letters? A.—No, I never have seen 
the correspondence that passed. 

Q.—Then, altogether in stock and 
premiums, two millions and three- 
quarters of Foresters’ money has gone 
into the Union Trust Company? A. 
=From first to last. 
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Q.—And, in addition to that, I was 
going to say practically the whole, 
but the bulk of the funds of the Or- 
der, the accumulated funds of the 
Order have been invested and man- 
aged by the Union Trust Company? 

MR. HUNTER: That is hardly 
right. The Doctor pointed out that 
the $3,000,000 on hand were not 
turned over?  A.—Practically all of 
the accumulated funds, since the or- 
ganization of the Trust Company, or 
at least since the Supreme Court rati- 
fied the contract between the Fores- 
ters and the Union Trust Company, it 
is my understanding has been invest- 
ed through the Trust Company. 

MR. SHEPLEY: Q.—What class 
or classes of investment would be in 
your mind as the _ probable invest- 
ments, the Union Trust Company 
would be expected to make of all 
these funds? A.—Of course’ the 
funds of the Order intrusted to them 
for investment had to be either in 
mortgage securities, deposits in bank, 
or a certain class of stocks that are 
authorized by the Insurance Act as 
I understand it. As to the capital 
of the Union Trust Company, we 
were advised that that might have 
a broader scope of investment. For 
instance the Foresters could not in- 
vest in real estate, except to a cer- 
tain amount, which amount had al- 
ready been invested. We were ad- 
vised under the charter of the Union 
Trust Company that it was legal and 
proper to invest in or upon security 
of real estate, in other words that 
the powers of the Trust Companv 
with regard to investment were broad- 
er than the powers of the Foresters 
or of any insurance soéiety. 


Q.—Well, was the fact that in that 
way a very large sum of money be- 
longing to the Foresters would be 
able to.get into a broader current of 
investments—was that fact at all an 
element in the consideration of the 
formation of the company? A\—It 
was not in my mind. TI cannot speak 
for others. 
sequently it did take a broader form, 
but at the outset I gave that no con- 
sideration and attached no importance 
mown art 

Q.—Do you supvose that. having a 
right to invest in the stock of the 
Union Trust Company, that what the 
Union Trust Company might do with 
that capital stock, after they got it, 
was a matter that did not concern 
you? A.—No; it did concern me, 
but I understand that they would 
have the same powers of investment 
that any trust company would have 


I was aware that sub- . 
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and that its capital contributed by 
the Foresters could be invested the 
same as the capital of the National 
Trust Company or any of the other 
trust companies of the city. 

Q.—Of course you were looking for- 
ward to prudent investments of the 
capital stock, of the moneys, as well 
as the regular and legal investments 
of the funds of the Order? A.— 
Yes. We hoped to make more upon 
the capital stock of the Trust Com- 
pany than we could upon the ordinary 
investment—that is, I did. 

Q.—You have been here and you 
have heard certain transactions men- 
tioned in the course of my questions 
addressed to the Supreme Chief Rang- 
er with regard to certain transactions 
of the Union Trust Company. 
those transactions which you have 
heard mentioned which was the first 


that came under your observation? 


A.—I was not here Friday at all, 
and that is, I think, the day you 
went over this matter with the Doc- 
tor. If you will just direct my, at 
tention to any matter, I will answer 
rier 

Q.—Let me ask you something else 
first. Were you on the Board of 
Directors of. the Union Trust Com- 
pany? A.—From the beginning? 

Q.—And you are to-day? A.— 

es, 

Q.—You always have been? <A.— 
Yes. 

Q.—The Doctor spoke of your hay- 
ing been sent there to take care of 
the interests of the Order? A. 
Well, that is more especially this last 
year. I think that up to 1905 Mr. 
McGillivray specially looked after the 


interests of the Order—that is especi- . 


ally after the financial interests of 
the Order. 


Q.—Then there have been certain 
matters mentioned, and I will “tell 
you that one was a matter in con- 
nection with some Quebec lands, and 
one was the matter of a loan to Dr. 
Montague, and another was a matter 
of the Great West Land Company, 
and another was the matter of the 
Kamloops Lumber Company, and 
there are some others which the Doc- 
tor was not able to recall, but those 
have been mentioned. Now, of those 
which have been mentioned, or trans- 
actions of a similar kind. which first 
came under your observation?  A.— 
Well. the first.one that came to my 
personal notice was the proposed in- 
vestment in Quebec. 

Q.—The proposed investment in 
Quebec? Aes es, 
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Q.—What was the proposal in re- 
spect of that, in outline in substance? 
A.—It was the proposition presented, 
that finally culminated in the Kam- 
loops investment, as I understand it. 


Q.—Then, perhaps you can _ just 
state, without going into any details, 
what the Quebec proposition was. I 
do not want to take up the Kamloops 
matter just yet? A.—I was here 
either to attend the Executive Meet- 
ing, which I always endeavoured to 
attend, or it may possibly have been 
a Board Meeting of the Trust Com- 
pany, and was called into Mr. Fos- 
ter’s Office. Mr. Wilson, Mr. Mc- 
Gillivray and he were there. It was 
stated that there was a proposition 
involving an investment in some valu- 
able Quebec timber, and a sugges- 
tion was made that I should join in 
taking over that proposition. I in- 
quired what it was, and it required 
several hundred thousand dollars of 
investment. It was stated that Mr. 
McCormack and Mr. Irwin, who were 
practical lumbermen, and men of sub- 
stance. were to go into it with Mr. 
Fowler to the extent of 49 per cent. 
of the investment, borrowing the 
money from the Union Trust Com- 
pany, and that their personal under- 
taking or covenant was amply suffi- 
cient to protect the Union Trust Com- 
pany to the extent of 49 per cent., 
and the suggestion was that someone 
connected with the Union Trust Com- 
pany should take the other 51 per 
cent., and I said that I had not suffi- 
cient funds to warrant me in doing 
that, and the suggestion was made 
that we might borrow from the Union 
Trust Company, and to that I de- 
murred, and I was asked the reason 
why, and I told them that in my un- 
derstanding directors of a trust com- 
pany were simply trustees flor the 
funds and had no right to use them 
for their own profit. The suggestion 
was made that we had a right to bor- 
row from the Trust Company, even 
though we were connected with it, 
and the difficulty that occurred to 
me was that we passed upon the loan 
as well as taking it, and at that I 
think the suggestion was dropped. 
Someone then inquired as to whether 
I had any objection to the Trust 
Company taking it up,.and I replied 
that much of the wealth, perhaps the 
greater portion of the wealth, of our 
State of Michigan was the result of 
timber and lumber operations. and 
that I would regard a proposition of 
that kind as likely to be a good pro- 
position as far as profits were con- 
cerned, and that I had no objection 
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to it being considered from the stand- 
point of the Company itself being in- 
terested. 

Q.—At that discussion the Quebec 
timber limits were the limits under 
consideration? A.—Yes. 

Q.—You have used the expression 
in detailing the conversation or in 
relating what took place, that the 
suggestion was made. Can you be 
more definite than that as to who 
was the spokesman for the proposi- 
tionP A.—Well, I cannot say whe- 
ther Mr. Foster or Mr. McGillivray. 
I would not undertake to say. I 
cannot state as a matter of recollec- 
tion. We were all four in a com- 
paratively small room, and it was a 
conversation carried on between us. 

Q.—And the conversation was gen- 
eralPp A.—Yes. 

Q.—Let us see whether we have it 
correctly. The proposition was that 
McCormack and Irwin, who were men 
of substance, would join with Fowler 
and finance 49 per cent. of the pro- 
position? A.—Finance it by borrow- 
ing 49 per cent. from the Trust Com- 
pany, giving their covenant for it, 
secured by the interest they would 
acquire in the business. 

Q.—It was to be borrowed from 
the Union Trust Company? A.—Yes. 

Q.—49 per cent.? A.—Yes. 


Q.—And the 51 per cent. should be 
borrowed by you four gentlemen also 
from the Union Trust Company? A. 
—I would not say it only included 
us four. The suggestion was, we four 
and perhaps others. I am not pre- 
pared to say whether it was limited 
to us four. 


Q.—However, the suggestion was 
that the 51 per cent. which you were 
to finance, should be borrowed from 
the Union Trust Company? <A.—By 
our borrowing, just the same as Fow- 
ler, McCormack and Irwin would bor- 
row their 49 per cent., that we would 
borrow 51 per cent., and give our 
obligation, secured by our interest in 
the company. 

Q.—Then you objected to that? A. 
—Yes. 

Q.—And the transaction as to those 
limits did not go through? A.—Not 
on that account; and then the sug- 
gestion was made that the Trust Com- 
pany on its own account take up the 
51 per cent., and the proposition was 
investigated from that standpoint. 
Irwin and McCormack went and in- 
vestigated the proposition, cruising, 
as I understand, the timber limits, 
and reported against taking over the 
proposition 
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Q.—It fell through on account of 
the inherent weakness of the propo- 
sition itself in the end? A.—Yes. 


Q.—But you had conceded, subject 
to considerations of prudence in the 
transaction, you had conceded the 
principle that the Union Trust Com- 
pany might invest in that class of 
property? A.—To that extent. The 
suggestion was simply this; that while 
I regarded it in a sense speculative, 
that it would not involve to exceed 
$250,000, and if it promised very 
large returns and seemed to be safe 
as an investment, that as to that 
transaction we might go that far. 

Q.—Are you aware whether there 
are any papers, correspondence or 
documents of any kind in connection 
with that proposition? A.—I never 
knew of any. 

(!—The whole thing rested on 
Ww ords, so far as you were aware? A. 
—So far as I knew. 

().—Now the Chief Ranger says that 
upon hearing that you were averse to 
that transaction; he was not able to 
distinguish that from the other trans- 
action he had been concerned in. You 
remember about thait? A.—I was 
not aware of the other transaction at 
all at its inception. 

Q@.—Not at its inception, that is 
what he says? A.—No, but the Su- 
preme Chief Ranger is correct in stat- 
ing that subsequently, when this mat- 
ter was brought to his attention, that 
he thought the other proposition was 
subject to the same’ vice, that it 
seemed to me existed in the first one, 
although I do not mean to call it a 
vice. tam simply speaking from my 
own view of the matter; and that he 
therefore regarded that as an impro- 
per investment for him to be person- 
ally concerned in, or for Mr. Mc- 
Gillivray to be personally concerned 
in, and Mr. McGillivray subsequently 
confirmed it; so that I know they were 
agreed that they should retire from 
the Montague investment. 

Q.—Did you have any discussion 
with Mr. Foster with regard to the 
Montague investment? A.—I think 
some considerable time later I had 
a conversation with Mr. Foster about 
it, when the burden practically of 
having this matter turned over to the 
Trust Comapny for the benefit of the 
Foresters, of course as_ stockholders, 
I took the matter up with Mr. Fos- 
ter, and Mr. Foster thought it was 
treating him unfairly in the matter, 
that he had no connection with the 
Foresters, that he was invited into 
the matter without any solicitation on 
his part, and that such equity as there 
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was in it he felt he was entitled to, 
that his compensation as Manager of 
the Union Trust Company, was small 
and that he felt that he was entitled 
to whatever margin of profit there was 
in that equity, and we discussed the 
matter at considerable length, and 
Mr. Foster finally yielded, and said 
that although he thought it was un- 
fair to him, that he would join the 
others in turning the property over 
to the Union Trust Company. I per- 
haps ought to say that when I pointed 
out what I thought was the difficulty 
from the standpoint of the Doctor 
and Mr. McGillivray as trustees for 
the Foresters, he said he did not stand 
in any such relation, and he thought 
his position was quite distinct from 
theirs, and that, therefore, while they 
might feel that it was proper to take 
that course, he did not see why he 
should be bound by “2 


Q.—There is, I suppose, or always 
has been an agreement between the 
Union Trust Company and Mr. Foster 
upon the subject of his services? A. 
—I never have seen it, and I am not 
prepared to say whether the agree- 
ment was between the Trust Company 
or made by the Supreme Chief Ranger 
on behalf of the Foresters, I have 
never seen the contract, I know there 
was an arrangement by which Mr. 
Foster came in, and that that served 
until the property was sold. 

MR. SHEPLEY: Is it _ possible 
to produce that agreement, Mr. Du- 
Vernet ? 

MR. DuVERNET: I do not know 
of any 

WITNESS: Mr. Foster could tell 
us whether it was with the Foresters 
or the Trust Company. 

MR. SHEPLEY: I am told there 
was such an agreement between the 
Trust Company and Mr. Foster. 

WITNESS: If it was between Mr. 
Foster and the Foresters we will pro- 
duce it, 

MR. SHEPLEY: My imformation 
is that it is with the Trust Company. 

MR. DuVERNET: I will have a 
search made to see if there is such an 
agreement. 

MR. SHEPLEY:  Q.—Were you 
concerned at all in what was subse- 
quently done with respect to the 
Montague Loan? A.—TI had to do 
with securing the transfer and the 
subsequent disposition of the property. 

Q.—That part of the history of the 
transaction we have not got in detail 
at all, and I would like you to give 
us that? A—As the Supreme Chief 
Ranger has said, when he departed 
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for India, I think it was in October 
of last year, the expectation then was 
to have these lands which it had 
been agreed should be returned back, 
turned over to the Mutual Settlers’ 
Land Company, I think is the title of 
it, anyway the Company Dr. Mon- 
tague went to Winnipeg to manage. 

Q.—That was the Company which 
was to take over the land from Dr. 
Montague, and as to which they were 
entitled, subject to the interests of 
the Foresters under the law? A.— 
It was not contemplated that they 
should directly take them over, but 
the Union Trust Company subscribed 
for stock in that company, and they 
were going to pay for their subscrip- 
tion in that company, by transferring 
all the lands they held in the Cana- 
dian North-West, which included the 
44,000 acres of the so-called Montague 
Lands. 


Q.—The Montague lands were to go 
into the Settlers’ Company, along 
with the interest in lands which the 
Union Trust Company itself had in 
the North-West? A.—And that are 
meeting at Winnipeg—that was when 
the Doctor was on his way to India, 
going by way of Vancouver—there was 
auite a large block of lands bought 
from the Prairie Land Company, or 
some such company, I think 50,000 
acres. Dr. Montague had secured an 
option on 75,000 acres and at a meet- 
ing of the Board at which Sir Daniel 
Maemillian, Mr. Roblin, John Dry- 
den, Colonel McGillivray and Dr. 
Montague and some others, I do not 
recollect who, were present, they ad- 
vised the purchase of the 75,000. I 
felt that we had already all the land 
we ought to have, and as a result 
of the different interviews upon that 
question, we compromised by taking 
over 50,000 acres, the other 25,000 
acres were taken by Sir Daniel Mac- 
millan, Dr. Montague, Dr. Oronhya- 
tekha, and I do not know whether 
Colonel McGillivray was associated in 
that or not, but they took that on 
their own account because of the ob- 
jection that was interposed to our 
taking it. > 

Q.—When you say ‘our taking it,’’ 
you mean the Union Trust Company ? 
A.—Practically. 

Q.—Then the Montague lands, 
which we are more immediately con- 
cerned with, found their way into 
the hands of the North-West Settlers’ 
Company ? A.—I only referred to 
them because the Montague lands 
were originally 44,000 acres, and fin- 
ally came to 123,000 acres, and T 
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simply wanted to refer to that as part 
of the blocks of land that entered 
into the making up the 123,000. Shall 
I continue the history of that? 


Q.—Yes, please. A.—After the Doc- 
tor had departed the investigation 
over the lands had been well on the 
way, and as a result of that there 
was a good deal of agitation here and 
elsewhere about subsidiary companies. 
I reeall attending two meetings at 
Montreal where members of our or- 
ganization discussed this matter and 
the suggestion was made that we were 
multiplying unnecessarily, subsidiary 
companies, and that, as a result of 
the discussion, it seemed to me that 
we were laying ourselves ‘open to 
the suspicion of multiplying them for 
personal purposes rather than in the 
interests of the Order. So I came 
back and reported the matter, and de- 
termined upon turning back on the 
colonization plan we had entered up- 
on, and upon the Western Settlers’ 
Land Company, and then proposed to 
have the lands all managed by the 
Union Trust Company. In the mean- 
time Dr. Montague had gone to Win 
nipeg to manage the Western Settlers’ 
Land Company. and he came and said 
that he could arrange to form a syndi- 
cate outside, he would undertake to 
earry it through to the extent of 
$100,000, that they would take those 
lands over at a price, if we could 
agree upon it, and that they would 
handle those lands and dispose of 
them. That resulted in the agree- 
ment by which Dr. Montague, Mr. Kit- 
son of Hamilton, Mr. Grantham of 
Hamilton, Mr. Gauld. a lawyer there, 
if I have the name, and Mr. Biggar, 
and Mr. John Montague, as I recall, 
undertook to purchase these lands at 
$6.75 per acre, and we gave them a 
contract to sell them those lands. 
They were to bear all expense of the 
sale and turn over to us net $6.75 
per acre. As a guarantee they ex- 
ecuted and delivered to us_ their 
notes for $100,000. They were to be 
held as a guarantee, and they went 
on then and became the Mutual 
Settlers’ Land Company. Our sub- 
scription to the stock in that company 
was cancelled, and in lieu they be- 
eame stockholders to the extent of 
$100.000, provided for by our formally 
lending them $100,000 on their notes 
secured by their stock. 


Q.—You lent them $100,000 on their 
notes secured by their stock? A.— 
Yes, to have the capital paid up as 
a capital of $100,000 instead of $1,- 


2362 ; ROYAL COMMISSION ON 


72nd day, September 24, 1906. 


000,000, as I think it was under the 
first arrangement, and then we held 
the $100,000 guaranteed in that form 
instead of the other form. The matter 
stood in that way, the contract pro- 
viding that we should— 
MR. SHEPLEY: Is that contract 
forthcoming, Mr. DuVernet? 
WITNESS: I have a copy of it, 
if it cannot be procured otherwise. 
I can furnish a copy of it. 
MR. DuVERNET: I have not got 
that at all. 
WITNESS : 
furnish that. 
MR. SHEPLEY: Very well, I sup- 
pose the Union Trust has it also. 
MR. HUNTER: You have that 
among the papers, if you will produce 
that bag I gave you on Saturday.) 
WITNESS: The net result of that 
was that we undertook to sell the 
lands that had cost us with interest 
and all charges added, up _ to 
that time something approximat- 
ing $5, or $5.20 for $6.75. It 
resulted, if the transaction was 
consummated, in our reaping a net 
profit of $117,000 or $118,000 over and 
above all interest charges of all 
character. Subsequently Dr. Mon- 
tague’s Company sold the lands in 
block. Our intention originally was 
to assist members of our Order to go 
on these lands, if need be to build an 
inexpensive¢ house for them and give 
them a start on these lands, and see 
that they were enabled to have a fair 
start in life, and then to sell the lands 
to them at whatever the lands were 
fairly worth in the market, being re- 
couped for all of our advances with 
interest upon it. But when we took 
this back track, so to speak, to-a 
great extent that had to be aban- 
doned, but in the meantime Dr. Mon- 
tague had proceeded to sell these lands, 
and had about 26,000 acres of them 
at prices ranging from $10 to $15 an 
acre, and sold 360 acres, and as high 
as a section at a time. They have 
sold the land at the price of $8.40. 
I have seen the contract; in fact we 
had proof of it, and out of that they 
have to make the contracts for sale; 
and sold upon the basis of 6 per cent., 
and may run over a period of six 
years at $1 an acre; that is the pay- 
ments are $1 per year ordinarily upon 
the sale of this land, and if the sell- 
ing price was $6 an acre, it would 
run over 6 years; if the selling price 
was $12 an acre, it would run over 
a period of 12 years, so that under 
this contract they have to make an 
allowance or reduction, so that those 


I will undertake to 
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contracts will be the equivalent to- 
day of 8 per cent. Right in that con- 
nection, if you will permit me, we 
have received $250,000 on account of 
the purchase coming from the new 
purchasers of the property, the bal- 
ance of that purchase price, the en- 
tire amount of that purchase price 
is to be paid in cash on or before the 
1st January, and as soon as the title 
is satisfactory. 

Q.—So far as the Trust Company is 
concerned, dealing with that as a sep- 
arate entity, the Trust Company 
emerges from the transaction with a 
profit? A.—About $117,000. 

Q.—Then, with regard to the For- 
esters and their mortgage— A. 
They have their cash with interest in 
full, 

Q.—That was recently? A.—We 
got the last item of $140,000 within 
the last 10 days. That was the amount’ 
coming to us out of the $200,000 pay- 
ment paid to the Trust Company on 
the purchase price. That was all that 
was coming to the Foresters on ac- 
count of their mortgage. 

Q.—Mr. Nesbitt suggests that I 
should ask you, whether or not, Dr. 
Montague protested against your tak. 
ing the back track, as you say? A.— 
Well, Dr. Montague was very much 
disappointed. Of course he had prac- 
tically severed his relations with the 
Order, and thought there was a 
fine prospect of making a very large 
amount of money for the Order, on 
the plan that we had outlined, and 
also of doing the Order a very great 
deal of good in helping them to get 
homes, and in that aspect of it I 
might say he was disappointed, but’ 
when the matter was finally discussed, 
and the policy we had decided on was 
made clear, he acquiesced in it more.. 

MR. NESBITT: .Q.—He was not 
seeking to get «a personal) benefit? 
A.—Oh no, not at all. He desired 
that the original plan should go 
through. He thought that it would 
enure to very great advantage to the 
Order to carry out the original plan, 
and the other was really upon my 
suggestion that we wanted to unload 
the lands and get out of the land 
business entirely. We had an inter- 
est in nearly 400,000 acres of land, 
and I had reached the point, so far 
as I was concerned, that we wanted to 
unload, and we were going to unload 
just as quickly as we could, and re- 
garded that as the quickest and best 
agency for doing it as to that parti-, 
cular part of the lands. 
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MR. SHEPLEY: Q.—When you 
awoke to the land policy of the 
Union Trust Company in the North- 
West, approximately how much land 
did you find them carrying? A.— 
Well, including the Great West lands, 
about 400,000 acres. 

Q.—And how much money was put 
up? A.—Of course I could not sav. 
It would involve ultimately about €2,- 
000,000. 

Q.—How did that strike you? A.—- 
If you will pardon me in that co:t 
nection, I want to explain why J} 
say, ultimately. A good many of the 
lands were purchased on contyacts; 
that is other parties had purchased 
them on contracts, and we purchased 
the contracts, and the contracts had 
not matured, so that it did not in- 
volve that much—at that time, but 
ultimately there would \be that much 
required, 

Q.—And how, did that strike you 
as a matter of policy on the part of 
the Trust Company? ¢ A.—Speaking 
for myself do you mean? 

O= Yer,  A,—Well) Lothouentuit 
was too many eggs in one basket.. 

MR. SHEPLEY: Now in connec- 
tion with the matter I am about to 
take up, Mr. Nesbitt, I should like 
to have, indeed I must have, the 
papers which Mr. Foster was good 
enough to let us have over Saturday. 

MR. NESBITT: What is the nature 
of themP 


MR. SHEPLEY: There is the Min- 
ute Book of the Great West Land 
Company and certain agreements, cer- 
tain options, transfers of options with 
respect to stock, and so on. 

MR. NESBITT: As to this my 
position was defined the other day. 
-I have no objection to showing Mr. 
Shepley, or his agent, on the under- 
standing that we had that it was not 
to affect my position, anything and 
everything he wants. We take the 
position for a number of gentlemen— 
there are others beside those that have 
been mentioned that are concerned 
in that—that they have nothing 
earthly to do with the options that 
certain gentlemen may have obtained. 
It is no more relevant than if myself 
or Mr. Shepley obtained options and 
borrowed money, which borrowing has 
been passed upon by the directors 
of the Union Trust Company. The 
mortgages are held by them. The 
security is ample, and as to who the 
mortgagors are, or anything else, we 
say you have nothing to do with that 
—not that there is the slightest thing 
to conceal, but as a matter of print 
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ciple we must utterly decline to go 
into these matters. In order to sat- 
isfy the Commissioners that there is 
nothing to conceal, you gentlemen can 
see anything you want to, but we say 
the public have no more right to in- 
quire into those affairs than you have 
to go into my private book at this 
minute, if I borrowed money from 
the Union Trust Company or anyone 
else. It is not pretended there is any 
loss, or anything spilt by the way, as 
my learned friend expressed it. There 
is the security and there is the bor- 
rower. I am quite content for you 
to say, where you desire to say in re- 
porting, that there are certain gentle- 
men connected with what I call suby 
sidiary companies—I am quite content 
you should say some of those gentle- 
men are to a small extent, and a very 
small extent, interested in those op- 
tions, but as to these other gentle- 
men, you have not right to go into it. 


MR. SHEPLEY: I will go into the 
question at a further stage. I want 
to make it quite plain to the Com- 
mission that the inquiry and the dis- 
covery are relevant? Q.—You re- 
member the transaction or series of 
transactions in connection with the 
Great West Land Company? A.— 
My first intimation of that was in 
1904. 


Q.—The _ transaction 
about the middle of 1903. 
aware of that, I suppose? 
I was not aware of that. 


Q.—You were not aware of. when 
it originated? A.—No. What I 
undertook to state was that I did not 
know anything of it until 1904, the 
date is in March 1904, or perhaps 
February of 1904. 

MR. SHEPLEY: May I have the 
Minutes of the Union Trust Company 
here, while I am enquiring into this 
transaction? 

MR. DuVERNET: I gave instruc- 
tions that anything that was in con- 
nection with this matter should be 
handed to Mr. Hunter or Mr. Cross. 

MR. SHEPLEY: Who is in custody 
of the’ Minute Book of the Union 
Trust Company? Who is in custody 
of the books of record. of the Union 
Trust Company? Are you aware? A. 
—I would think Mr. McWhinney. He 
is the Assistant General Manager and 
present Acting Manager, as I under- 
stand it. 

JUDGE MacTAVISH: Is there anv 
objection to producing the Trust 
Company’s Minute Book of 1903? 


originated 
You were 
A.—No, 
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MR. NESBITT: My instructions 
from Mr. DuVernet are, so far as re- 
lates to any distinct money that is 
ear-marked in this way, no. This 
particular security that has been de- 
scribed by the Doctor can be produc- 
ed, every minute relating to it, and 
everything about it. yes. 

MR. SHEPLEY: I shall take much 
wider ground, but at present it is 
sufficient to say that I am inquiring 
into a transaction that is of the na- 
ture my learned friend speaks about, 
a transaction in which certain off- 
clals. high in office, for their own 
benefit in the transaction in which 
they were personally interested, have 
made use, have been permitted to 
make use, of a very large amount of 
the moneys of the company. That 
is the nature of the inquiry I propose 
to make, and all the documents I 
am speaking about are relevant to 
that inquiry. 

JUDGE MacTAVISH: If they are 
relevant to that inquiry they ought 
to be produced. 

WITNESS: I may say, that” for 
myself I am perfectly willing to give 
any information I am possessed of. 

MR. SHEPLEY: The difficulty, of 
course, is that the best evidence is 
the record, and that is what we think 
we ought to have. 

MR. DUVERNET: Just to make 
that plain. so far as I am concerned 
IT have had no request made upon me 
vet that I have not fulfilled, because 
I considered that it was relevant. My 
instructions—I have in fact asked Mr. 
Cross several times if he was getting 
everything he wanted, and he said 
yes, and I have heard no suggestion 
that any information had been refus- 
ed him, and if Mr. Cross had asked 
for the Minutes or a copy of them— 

MR. SHEPLEY: I do not want you 
to misunderstand me. I am not com- 
plaining in that regard, but you un- 
derstand the arrangement is that I 
must not make use of that evidence? 

MR. DuUVERNET: Quite so. But 
as far as that particular transaction 
is concerned I think it as relevant, 
and I am not making any objection. 

MR. NESBITT: Do not misunder- 
stand my objection. It was not as 
to this particular matter, but my 
learned friend’s inquiry was of too 
general a character. He wanted the 
books, he is not going to get the books 


so far as I am concerned. You can 
have them and look at them as much 
as you please. I will tell you the 
whole stor y, but we want to draw the 
line somewhere. 
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MR. SHEPLEY: Perhaps it would 
facilitate matters if you would get 
the Union Trust Company “Minute 
Book here. From that I will make 
further progress which will enable me 
to deal with the other company. 
Would you mind having that done— 
having them send the Minute Books 
of the Trust Company here, so that 
they will be upon the ground, and 
in the meantime I will proceed as 
far as I can to unravel the transac- 
tion by oral testimony. 

Q.—When you came to know about 
the transaction what did you learn 
as to its inception? How did the 
matter originate as you were inform- 
ed? A.—My information came from 
an interview at the outset with Mr. 
Wilson on the train, and inasmuch 
as that was the subject of a letter 
I wrote, perhaps that will be my best 
recollection of what I learned at that 
time. 

Q.—Have you a copy of the letter? 
A.—Yes, this i8 a copy of it. There 
are two letters of Mr. Wilson and 
my reply. 

Q.—This is dated 3rd March and 
you say that is 1904? WA. —=1904. 
That is a letter to me from Mr. Wil- 
son, and the next one to it is a reply, 
covering my understanding of that 
transaction as I learned it in an in- 
terview with Mr. Wilson. 


Q.—Mr. Wilson’s letter to you of 
the 8rd March states “‘T think. I can, 
without inconvenience, arrange for 
some friends to take over the lands.”’ 
(Reads.) That Montague matter has 
reference to another matter? Beer 
Yes, entirely another matter and not 
Dr. Montague at all. 

Q.—Your answer is dated at De- 
troit 5th March, 1904. (Reads.) 
On the 26th March there is a reply 
from Mr. Wilson. (Reads.) Let- 
ters marked Exhibit 480.) That is a 
statement of the matter as vou under- 
stand it at the time? A.—Yes. 

Q.—Let us get it a little more in 
detail if we can. Did you under- 
stand who the vendors were that Mr. 
Wilson, Mr. Foster and Mr. McGill- 
vray were dealing with? A.—No. I 
did not. T know now the Ontario 
Town Site Company was the name 
used then. I speak of it as the On- 
tario Land Company, but the indi- 
viduals who were. in that company, I 
do not know who they were. I have 
since learned, of course. 


().—There was an Ontario company, 


known as the New Ontario Town and 
Farm Site Syndicate, Limited? A.— 
I have understood since there was 
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such an organization; that is the pre- 
sent organization under a different 
name. 

Q.—Did you understand ‘that that 
syndicate, that company, had an or- 
ganization but no property? A.— 
No, the impression I got was that 
they did have property, and that 
Messrs. Foster, McGillivray and Wil- 
son had purchased a half interest in 
their property. As I stated in that 
letter, that was the understanding I 
got from the interview with Mr. Wil- 
son. In reply Mr. Wilson says they 
had not paid anything. I supposed 
the purchase involved the payment of 
something and I used it in that way, 
and Mr. Wilson said there had not 
anything become payable yet and no- 
thing had been paid, and they took 
over the thing. 


Q.—Did you hear of Pope and Fow- 
ler in the transaction? eee ld 
later. 

Q.—And what was it you heard 
about them, when you did hear? A. 
—When I came here last year I felt, 
of course, a good deal of concern about 
this large investment. Under the 
resolution that was offered they are 
to take stock for such money as the 
Union Trust Company should advance. 
There had been up to a certain time 
last year that I investigated the mat- 
ter of lands to fix the prices of the 
payment, $337,000 or thereabouts ad- 
vanced as payment upon the purchase 


price of these lands, for which $387,-_ 


000, if I have the amount correctly, 
stock of the Great West Land Com- 
pany had been issued to the Union 
Trust Company. I ascertained then 
that this had been paid upon a con- 
tract to purchase that I think Pope 
and Fowler had with the Canadian 
Pacific Railway, and that under that 
contract there was a sum approxi- 
mating half a million dollars more 
to be paid. Referring to the statement 
in Mr. Wilson’s letter that at that 
meeting that had intervened between 
the time we had met and the writing 
of that letter. that there had been a 
resolution adopted on Mr. Mc@ill:- 
vray’s motion, supported by Colonel 
Davidson, to elect to take stock, and 
T want to say that that resolution was 
supported by Colonel Davidson, and 
IT want to do him the justice to sav 
that he says—and I have no doubt 
it expresses his view—that he sup- 
posed in offering that resolution that 
he was meeting my views. As a mat- 
ter of fact it was not in accordance 
with my views, but I want to say that 
by way of explanation to understand 
that feature of it, the agreement 
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originally provided that the Union 
Trust Company should advance money 
to buy this property, that they should 
have the option to treat that money 
as loan secured by a lien upon that 
property, or that they might elect 
to have stock for the investment. 
That left the matter simply in the sit- 
uation that the four gentlemen who 
were interested in the Great West 
Land Company, constituting a major- 
ity of the Board of Directors of the 
Trust Company, were forced to take 
a position as between their personal 
interest and their interest as trus- 
tees, and I regarded that as an im- 
possible situation or position for them 
to occupy. The election I stated had 
been made by resolution to take 
stock. The six months referred to 
in Mr. Wilson’s letter, within which 
this property was going to be sold 
and we were going to have our 
money, which was a comparatively 
small amount up to this time, had 
passed, and a year more had passed, 
and instead of all the property being 
sold, none of it had been sold. It 
was all on hand, and $337,000 had 
been paid, and we had half a million 
more to meet, and I insisted that if 
we were to advance any more money 
we must have a first claim on the 
property, not only for future advances, 
but for past advances, and that mat- 
ter was discussed at future meetings, 
and finally was acceded to, and in 
the fall of 1905 the transaction by 
which stock was issued for the ad- 
vances made up to that date was can- 
celled. The stock that had been is- 
sued was cancelled and retired, and 
a mortgage made, as I understood it, 
covering the advances already made 
and a sum sufficient to cover all ad- 
vances that subsequently should re- 
quire to be made and that was done. 
Now if you like I will state the trans- 
action as IT understand it was. 


Q.—Start with the lands them- 
selves. They were lands of the C. 
P.R.? A.—That bdo not know. My 
information is that Messrs. Pope and 
Fowler had a contract by which they 
had the right to purchase 200,000 
acres of land in the North-West. 

Q.—At a price of— A.—$3.50 per 
acre. They turned that property 
over to the syndicate upon a basis 
of $4.50 an acre, or adding $1.00 an 
acre to the purchase price. 

Q.—The syndicate being Messrs. 
Foster, McGillivray and Wilson? A. 
——Yes. That syndicate in turning 
those lands over to the Great West 
Land Company added another 50 
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cents an acre which was the equiva- 
lent of another $100,000 for the $200,- 
000 that was represented by the add- 
ed $1 per acre to the $3.50. I under- 
stood that the original syndicate, 
Pope and Fowler, or whoever they re- 
presented, got $150,000 in cash, and 
that they took $50,000 of that $200,- 
000 of stock in the Great West Land 
Company. When the syndicate, Fos- 
ter, McGillivray and Wilson turned 
it over to the Great West Land Com- 
pany, adding 50 cents an acre, the 
original syndicate claimed and were 
allowed $5,000 by reason of the in- 
creased amount so that they got 
$55,000 dollars of stock instead of $50,- 
000 of stock, and that left $95,000 as 
representing the increased price add- 
ed to it by the second syndicate. Of 
that increased price 3373 shares were 
transferred to the Union Trust Com- 
pany and Dr. Oronhyatekha. 
Q.—2374 and 100? A.—Yes, which 
I understood was to be a bonus, from 
subsequent investigation, practically 
the bonus to the Union Trust Com- 
pany for undertaking the transaction ; 
that is they were to get their money 
back, they were to get their interest 
upon it, and all expenses, and such 
proportion as 3374 would be to 1,500 
of the profits that should be realized 
on that transaction for financing it. 


Q.—Did you understand that that 
bonus, in the shape of stock, was se- 
cured to the Union Trust Company by 
the terms of a hard and fast agree- 
ment in writing? A.—TI did, or by 
the resolution, that they were all 
parties to it. I am not sure. I 
suppose it was by agreement. 


Q.—Then with regard to that, when 
the transaction took the form of a 
mortgage what became of that stock? 
A.—Well, it turned out that that 
stock was turned back to the syndi- 
cate, and that I appear on the re- 
cords as fathering a resolution to take 
security for that and turn it back. 
Now, I do not want to charge any- 
body with havine made an incorrect 
minute, but if I made anv such re- 
solution I never intended it and 
didn’t know it. I supvosed that was 
the consideration of the Trust Com- 
nany for entering uvon this transac- 
tion and that thev had earned it bv 
financing it and investine this larece 
amount of money, and that there was 
no reason in exercising their richt 
+r have securitv. which thev had a 
richt to in the beginnine to give 
hack part of the consideration or the 
entire consideration. 


O»-We' heard Dr. Oronhvatekha 


sov this mornine that he had never 
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intended to transfer, nor did he sup- 
pose he had transferred to the syn- 
dicate, but he thought he had given 
it up for the good of the Order? A. 
—That came about by reason of this 


fact. The transaction was closed 
after Dr. Oronhyatekha had gone to 
India or started on his way. He 


went in October, this matter was not 
closed up till November or December. 
Mr. Lawless had a power of attorney 
from the Doctor to execute any pa- 
pers necessary, and Mr. Lawless after 
his departure executed this assign- 
ment. 

Q.—Then Mr. Foster, Mr. McGilli- 
vray and Mr. Wilson were really the 
Great West Land Company, or are 
you aware of that? A.—I under- 
stood there was quite an outstanding 
interest. that there was the interest 
originally in this $50,000 of stock— 

Q.—Did you not understand they 
got that in? A.—Well, I have heard 
in a very indirect way that Mr. Wil- 
son had purchased the stock. 

Q.—You have never seen the con- 
veyancing in regard to that? A.— 
No. I never understood that Mr, Mc- 
Gillivray or Mr. Foster had any in- 
terest in acquiring that stock. I may 
be in error about that. I supposed it 
was a purchase by Mr. Wilson on his 
own account. 

Q.—You were not aware then of the 
relation of Mr. Foster, Mr. McGilliv- 
ray and Mr. Wilson in relation to the 
Land Company, that is as directors 
or managers, that is of being in a 
position of controlling there? A.—I 
do not think they three would con- 
trol. My understanding is that there 
is a board of 7 or 8. I do not know 
as to that. 

Q.—You do not know what common 
directors there are as between the 
Union Trust Company and the Great 
West Land Company? <A.—Yes. I 
think I know that far. Mr. Foster. 
Mr. McGillivray. Mr. Foster and 
Chancellor Boyd were directors of 
the Union Trust Company and were 
like directors of the Great West Land 
Company. A majority of the Board 
of Directors of the Union Trust Com- 
pany were directors of the Great West 
Land Company. There were 7 directy- 
ors at that time of the Union Trust 
Company and those four included all 
but Dr. Oronhyatekha, Colonel David- 
son and myself. 


Q.—Then you are able to say from 
the investigation you have made what 
position these three gentlemen are in’ 
now with regard to the Great West’ 
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oe aie ‘ 


INSURANCE. 2367 


SESSIONAL PAPER No. 66 


72nd day, September 24, 1906. 


Land Company, what they have, what 
holdings they have in it? A.—WNo sir. 

Q.—You are not able tosay? A.— 
Not able to say. 

Q.—Are you able to say from the 
investigations you have made whether 
these gentlemen from first to last 
have put up any moneys in connection 
with the matter or whether the moneys 
have all been put up by the Union 
Trust Company? A.—My understand- 
ing is that every dollar has been ad- 
vanced by the Union Trust Company. 

Q.—And whatever their holdings 
are they have acquired by virtue of 
the use of the Union Trust Company’s 
money? A.—That is my understand- 


ing of it. I would say I have made 


inquiry and the amount advanced 
under the mortgage which was taken 
for $986,000, I think the largest 
amount advanced at any time, was 
$958,000, and I think that is down 
now to something less than $850,000 
—$820,000, perhaps. — 


(The Commission then adjourned to 


2 p.m.) 


a 


AFTERNOON SESSION. 


ee at 2 p.m., September 24th, 
6. 

Examination of ELLIOT G. STE- 
VENSON continued: 


MR. SHEPLEY: Before Mr. Ste- 
venson proceeds I have been furnished 
with a copy of the letter which Dr. 
Oronhyatekha sent to Mr. Wilson in 
respect to those 100 shares. It is 
dated 30th June, 1906 (Reads letter, 
which was filed as Exhibit 481). 

Q.—I gather from what you said 
to us this morning that was quite in 
accord with your own understanding 
of the matter? A.—Yes. 

Q.—That is the Doctor did not hold 
these 100 shares for himself personal- 
ly, but as part of the consideration 
for the Union Trust Company enter- 
ing into the transaction? A.—En- 
tirely so, after the letter of March, 
1904, where Mr. Wilson made some 
suggestion about disposing of it and 
I said I did not know how that might 
affect the doctor’s interests. | When 
the doctor returned I inquired of him 
about the matter and he said it would 
not affect the matter at all, as he had 
no interest in it at all excepting as 
representing the Union Trust Com- 


pany. 

MR. SHEPLEY: MI expected the 
minute book of the Trust Company to 
be here in consequence of my conver- 
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sation with Mr. DuVernet, but un- 
fortunately it has not turned up yet. 
If Your Honors would wait for just 
a moment or two I think it will be 
here, 

The minutes were produced. 

MR. SHEPLEY: If Mr. Stevenson 
will step out of the box for a moment 
I will call Hon. Mr. Foster. 

HON. GEORGE E. FOSTER, sworn, 
examined by 


MR. SHEPLEY: Q.—You were the 
General Manager of the Union Trust 
Company? A.—Yes. 

Q.—Your employment commencing 
with the inception of that company 
and continuing until when? A.— 
Commencing in June, 1901, and con- 
tinuing practically until May, 1906. 


Q.—I see at page 160 of the min- 
ute book of the Union Trust Company 
a minute with respect to the agree- 
ment tobe prepared and entered into 
on lines laid down in the minutes be- 
tween yourself and the company on 
the subject of your employment, do 
you recollect that or shall I read it 
to you? A.—I think I understand 
there was a minute, yes, I recollect 
that. 

Q.—Was such an agreement pre- 
pared and entered into? A.—It was 
not, 

Q.—No agreement was ever prepar- 
ed; A.—Nothing more than a verbal 
agreement, 


Q.—There was no writing passed 
between you and the company? A.— 
Nothing more than the letters you 
have read, and I do not think there 
was any letter to me, I think the 
agreement was made verbally at a 
conference between the doctor, Mr. 
McGillivray and myself. 


Q.—Mr. Stevenson rather had an 
idea when we were asking him this 
morning that possibly you may have 
had some appointment from Dr. Oron- 
hyatekhaP A.—No, I do not think 
you could call it so; the Union Trust 
Company was not formed at that 
time, and Dr. Oronhyatekha and Mc- 
Gillivray saw me with reference to 
taking the prospective managership 
and talked it over in that way and 
the terms were verbally agreed upon, 
but no written arrangement was ever 
made, 

Q.—And the terms embodied in this 
minute were the terms upon which 
your employment went onP A.— 
What are those terms? 


Q.—That your salary should be at 
the rate of $4,000 a year from the 
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first January to the first March, 1902, 
and thereafter at the rate of $5,000? 
A.—And the term? 

Q.—An agreement to be prepared 
and entered into on these lines is all 
that the minute states? A.—Yes, 
that is correct so far as that goes. 

Q.—Was there a term? A.—Five 
years, 

Q.—From? A.—From the date of 
comemncement of, service. 

Q.—That would be in June, 1901? 
A.—Yes. I think I had better say in 
connection with that that although 
the engagement was made on those 
terms there was an understanding that 
I was to have considerable freedom 
of action in two lines, first, that any 
businesses that I had become connect- 
ed with previous to that I should be 
at full liberty to carry out, and sec- 
ondly that I should have liberty for 
my public work up to the point of— 

Q.—May I ask you were you in the 
House at the time the agreement was 
made? A.—No, I was not. 

Q.—You say there was an under- 
standing you should have liberty for 
your public work, meaning in the 
realm of politics? A.—In the realm 
of politics. 

Q.—I do not use politics in an in- 
vidious sense, you mean in connection 
with the House of Commons? A.— 
Yes. 

Q.—Were you even then contem- 
plating seeking re-election? A.— 
Well, I do not know. 

Q.—It was a possibilityP A.— 
Whether I should say positively that 
I was or not, I don’t know that it 
matters much— 

Q.—You say you had that under- 
standing? A.—Yes, I was perfectly 
free to enter politics at any time, 
run an election, go to the House of 
Commons and do my duty as a Mem- 
ber of the House of Commons in con- 
junction with this arrangement. 

Q.—With whom was that understand- 
ing made? A.—With Dr. Oronhya- 
tekha and Mr. McGillivray at the 
time, and understood by the Union 
Trust Company afterwards; I do not 
think there was any doubt as to that. 

Q.—What position do you occupy 
in the Great West Land Company? 
A.—I am a director, and at the pre- 
sent time the Secretary. 

Q.—Have you in your custody the 
books of the Great West Land Com- 
pany? A.—The books of the Great 
West Land Company are of course the 
property of the company, and as Sec- 
retary I keep charge of them. 

Q.—And they are in your custody 
as Secretary? A.—Yes. 
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Q.—You have the minute book? 
A.Yes sir. 

Q.—You have also a stock book? 
A.— Yes. 

Q.—And a stock transfer book, or 
are they just one book? A.—They 
are in conjunction. 

Q.—And then have you also in your 
custody a certain agreement by way 
of option between the Canadian Paci- 
fic Railway and Pope & Fowler of the 
24th April, 1903? A.—Yes. 

Q.—Also an agreement with respect 
to that option between Pope & Fowler 
and the Union Trust Company of the 
30th May, 1903? A.—Yes, that is if 
Mr. Cross has given them back to me? 
Has he? I may be swearing to some- 
thing I do not positively know. 

Q.—If they are in Mr. Cross’ cus- 
tody we won’t have any trouble about 
them probably? A.—I think I will 
have them to modify my statements. 

Q.—Mr. Cross tells me he has re- 
turned them? A.—That is all right. 

@.—Have you also in your posses- 
sion an agreement of the 4th June, 
1903, between certain persons who 
were interested in the New Ontario 
Farm & Town Sites Company, that 
company and yourself and two others? 
A.—Yes. 

MR. NESBITT: 
thing to do with it? 

MR. SHEPLEY: Yes. 

Q.—And an agreement of the same 
date between certain persons interest- 
ed in the company I have last named 
for a division of certain interests be- 
tween them. 

Q.—You have that also? Awe 
think so. 

Q.—Then you have also a certain 
agreement of the 22nd June, 1903, I 
think, arranging for the distribution 
of certain stocks in the Great Wegt 
Land Company? A.—An agreement 
between whom? 

Q.—Between certain persons and the 
Union Trust Company? A.—Yes. 

Q.—Then you have an agreement 
of the 16th December, 1904, between 
the Great West Land Company and 
the Union Trust Company as bank- 
ersP A.—Yes, 

Q.—Have you certain papers cover- 
ing the surrendér transfer or extinc- 
tion of certain shares to the number 
of 2374 and 100 standing in the name 
of the Union Trust Company, and in 
the name of Dr. Oronhyatekha? A.— 
Just put that question again. 

Q.—Have you any papers or entries 
relating to the transfer, the surrender 
or the extinction of certain stockhold- 
ing interests of the Union Trust Com- 
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pany and Dr. Oronhyatekha in con- 
nection with 2373 acres and 100 
shares respectively ? A.—I do not 
think so except in the minutes and 
the stock transfer book. 

Q.—Then you have also I think a 
certain instrument purporting to 
operate as a mortgage between the 
Great West Land Company and the 
Union Trust Company? A.—I have 
a mortgage, yes, at least I have a 
copy of it made in duplicate. 

Q.—Then, with regard to these 
agreements I have to ask you the 
further question, are there any other 
books belonging to the Great West 
Land Company in your custody or 
other documents of any kind? A.— 
The books, the accounts, I suppose are 
in my custody as Secretary, although 
the Union Trust Company is the book- 
keeper of the company. 

@.—And the letter books? A.—TI 
have hone. 

Q.—How did you conduct the cor- 
respondence? A.—Which correspond- 
ence? 


Q.—The correspondence of the Great ; 


West Land Company or of the syndi- 
cate we heard about this morning? 
A.—If there are any letters at all that 
remain they may be found in the 
Union Trust Company, I have not 
them; there are very few letters. 
Q.—Whatever letters there were 
either inwards or outwards will be 
found among the papers of the Union 
Trust Company, you say? A.—TI have 
not them and I know of no place 
where they will be found. 


Q.—Of course they were not so far 
ee are aware ever destroyed? A. 
—No. 

Q.—With regard to the books and 
the documents of which you have told 
me you are in custody as Secretary 
of the Company, I ask you to produce 
those to this Commission? A.—I have 
no authority from the, company to 
produce any books, and I would not 
care to do so unless I had the author- 
ity of the company, but I think I 
can say that the company would be 
only too glad to put in the possession 
of the Commission anything which is 
absolutely pertinent to tracing the 
security which I understand the In- 
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the shape of a mortgage held by the 
Union Trust Company on Great West- 
ern Company’s land and: assigned by 
them as a guaranteed security to the 
Foresters. JI have no other wish, no 
other intention than to assist the 
Commission to get at what is legiti- 
mately the information that they 
need; beyond that I do not consider 
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that I have any right to go, or that 
my company has any right to go. 
j Q.—Then to return to the question 
in the shape— A.—All the personal 
information that I have is at your 
disposal. 

Q.—Taking the question in the 
shape in which I put it to you, you 
will remember, I ask you to produce 
the books that have been mentioned 
and the documents that have been 
mentioned so that they may be laid 
before the Commission, I want you 
to tell me what you are going to do 
about that? A.—I have framed an 
answer as explicit as I can make it. 

_ Q.—Are the books here? A.—Not 
now. 

Q.—Are the documents here? A. 
—I have not them. 

Q.—Will you get them for us? A. 
—I will get them and deliver them 
in so far as they are indicated to me 
as being necessary to finding out to 
get the information. 

Q.—Will you get the books and de- 
liver to us the books which I have 
mentioned and the documents which 
IT have mentioned, and which you have 
Said are in your custody? A.—Well, 
I think I can go this far that I will 
give you all the documents mentioned 
that relate to the transaction between 
the syndicate, the divisions of land 
and the Union Trust Company; I 
think that takes in all that is perti- 
nent. 

Q.—If I understand the subject at 
all myself that covers everything that 
I have spoken to you about, and you 
have said you had, are you making 
any exception? A.—Yes; I am re- 
serving the stock book. 

Q.—You are not reserving anything 
else? A.—Nothing else, of the docu- 
ments that Mr. Cross had in his pos- 
session that I presume you have seen ; 
in doing that I think I am making 
a great concession. 

Q.—We won’t discuss that, I am 
sure you do not at all want to take 
the attitude that anybody in this 
country is above a Royal Commission ? 
A.—Not at all, within the powers of 
the Royal Commission, but I sunpose 
there are things that even a Royal 
Commission cannot do. ‘ 

Q.—Within how long can we have 
the documents and books which you 
are willing we should have? A.— 
You may have them inside of fifteen 
minutes if I can get somebody to get 
them. 

Q.—With regard to the stock hook 
your answer is you decline to produce 
that? A.—I reserve— 


2370 


72nd day, September 24, 19006. 


(J.—You decline to produce it—you 
say you reserve it? A.—I decline to 
produce it. 

(.—You decline to produce the 
stock book of the Great West Land 
Company before the Commission? A. 
—Yes. 

().—If you will be good enough to 
get me the books and papers you were 
good enough to say you would let me 
have, for the present I will be able 
to get on. 

JUDGE MacTAVISH: All the 
books you have mentioned except the 
stock book? 


MR. SHEPLEY: Yes; I did not 
intend to trouble you any further 


than to get the production of the docu- 
ments? 

WITNESS: They will be here in 
about ten or fifteen minutes. 

MR. SHEPLEY: We will wait for 
them. 

Q.—yYou do not desire any time to 
reflect with respect to your refusal 
to produce the stock book? A 
Well, reflection never is much of a 
sin and probably, although that is my 
idea very strongly, I might consult 
my counsel with reference to that; I 
do not profess to know it all. 
- Wxamination of ELLIOTT G. STE- 
VENSON continued: 

MR. SHEPLEY: Q.—I wish to read 
these documents, Mr. Stevenson, 
and probably at passages I may wish 
to ask you some questions? A.—Very 
well. 

().—The first document is a char- 
ter of incorporation issued on 25th 
March, 1908, incorporating the New 
Ontario Farm & Town Site Syndicate, 
Timited, the share capital to be one 
million dollars, divided into ten thou- 
sand shares of $100 each. The Head 
Office is to be at the City of Toronto 
and the provisional directors of the 
Company to be Mr. Boeckh, Mr. Diver, 
Mr. Dusseau, Mr. Vandusen and Mr. 
Kydd. The powers of the corpora- 
tion were to purchase, lease, take in 
exchange or otherwise acquire lands 
or interest therein, together with any 
buildings and structures that may be 
on the said lands or any of them, and 
to sell, lease, and exchange or other- 
wise dispose of the whole or any por- 
tion of the land and all or any of the 
huildings or structures which are now 
or may be hereafter erected thereon : 
to take and hold mortgages for any 
unpaid balance of purchase money on 
any of the lands, buildings or struc- 
tures so sold, and to otherwise im- 
prove, alter and manage the said 
huildings, provided however that ex- 
cept as to taking and holding mort- 
sages, etc. (reads down to the words 
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‘“bhecome the property of another’’). 
That is the first document in point 
of time. 


Copy of charter of incorporation 
just read is in the minute book, which 
was filed as Exhibit 482. 


The next document is an agreement 
made in triplicate 24th April, 1903. 
1 should introduce it by saying this 
is the original option from the C.P.R. 
which was made the subject of the 
subsequent negotiations. It is be- 
tween the Canadian Pacific Railway 
called the vendors of the first part, 
and Rufus Henry Pope of Cookshire, 
Province of Quebec, Farmer, M.P.P., 
and George W. Fowler of Sussex, in 
the Province of New Brunswick, Bar- 
rister-at-Law, M.P. (Reads.) Then 
there is a schedule of the land, 200,- 
000 acres of land. attached to that. 


Then the next document is the docu- 
ment of the 30th May, 1903. I am 
right in saying that there is no min- 
ute either in the Trust Company min- 
utes or in the minutes of the Land 
Company with respect to—of course 
the Land Company we have not come 
to—there is no minute in the Trust 
Company minutes of this matter prior 
to 80th May, 1903. 

We come to the agreement of the 
830th 


May, that was an agreement 
which was between Mr. Pope and Mr. 
Fowler, they were called the parties 


of the first part, and the Union Trust 
Company, trustee, of the second part. 
The Union Trust Company is desig- 
nated as trustee, and the office of 
trustee is plainly stamped upon the 
relation by the contents of the in- 
strument itself. (Reads agreement 
down to the words ‘‘not more than 
$5 per acre’? on page 3). 


MR. NESBITT: The Union Trust 
might be just the same as the National 


Trust or anybody else acting as 
agent. : 
_ JUDGE MacTAVISH: Yes, that 
is SO. 

MR. SHEPLEY: (Reads the rest 


of the agreement). 

Agreement dated 24th April, 
and 380th May, 
Exhibit 483. 
tuted. 


The next in order of time is a min- 
ute of the.directors of the Union 
Trust Company on the 8rd June, 19038. 
The directors present were Dr. Oron- 
hyatekha, Sir John A. Boyd, Hon. 
George E. Foster, Matthew Wilson, 
Lieutenant-Colonel McGillivray, and 
Lieutenant-Colonel Davidson. 


1903, 
1903, filed together as 
Copies may be substi- 


You 
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were not present at that meeting? 

-— No sir. 

Q.—I am going to read the minutes 
to you and then perhaps I shall want 
to ask you a question or two about 
it: (Reads). ‘‘The Manager laid be- 
fore the directors two propositions for 
investment in lands in the North- 
West which were approved in prin- 
ciple, the first in reference to the New 
Ontario Farm & Town Site Syndicate 
Land Company, and the second,’’ is 
for something else and I will not read 


that. The other. matter was some- 
thing which does not concern this at 
all. “The first proposition was to 


loan to the Ontario Farm & Town 
Site Syndicate Land Company, Limit- 
ed, capitalized at one million dollars 
on the security of the lands and as- 
sets, a sum of money not to exceed 
$140,000 at a rate not to exceed 6 
per cent, per annum. The YJnion 
Trust Company is to have the option 
of taking fully paid-up stock at par 
for the whole or any part of its ad- 
vances and interest thereon, and is 
to receive in addition as a_ bonus 
2374 shares of $100 each par value 
of the paid-up capital stock of the 
company.”’ In connection with the 
second proposition I won’t read that. 


Q.—Did you become aware of the 
existence of this minute before the 
time you made the enquiries you were 
speaking of this morning? A.—In 
the spring of 1904. 

Q.—That is the time you put it? 
A.—Yes. 

Q.—It was not until the spring of 
1904 that you became aware of thisP 
A.—I cannot recall specificially the 
occasion of the discussion, it was 
either upon the report of the Inspec- 
tion Committee or upon an applica- 
tion for the advance of a further sum 
of money. I was at a meeting when 
a discussion of the matter was pre- 
cipitated, and I made inquiries that 
are referred to in my letter. 

Q.—But at or about the date of 
this meeting, 38rd June, 1903, you at 
all events were not aware of what 
Was going on in this connection? A, 
—Had not any information or know- 
ledge at all until the spring of 1904. 


Q.—If you had read this minute you 
would not have gleaned from it, or 
perhaps you would with your greater 
knowledge of the matter, would you 
have gleaned from it that these three 
gentlemen, Foster, Wilson and Mc- 
Gillivray, had any personal interest 
in the matter that is spread out upon 
the minutes? A.—I could not say: 
the first time the matter came up I 
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learned they had a personal interest 
in it. There was nothing concealed 
about it. 


Q.—There is nothing said about it 
in the minutes? A.—On the first dis- 
cussion in which I participated, that 
was developed upon' the statement of 
Mr. Foster or Mr. Wilson or Mr. 
McGillivray. 

Q.—On the following day the trans- 
action was advanced a stage by this 
agreement which I am about to read. 
This is dated 4th June, 1903, and 
there are three parties to it. The 
parties of the first part are George A. 
Shaw, James P. Murray, John H. 
Kydd, Whitford Vandusen, Henry J. 
Dale, Wilfred S. Dinnick—they are 
all of the first part; the parties of 
the second part are the New Ontario 
Farm & Town Site Syndicate Com- 
pany, and Mr. Boeckh, Mr. Diver, 
Mr. Dusseau, Mr. Vandusen and Mr... 
Kydd, members of the said company, 
and they are all of the second part..- 
Your Honors will remember that these 
five gentlemen named as parties of 
the second part are the original in- 
corporators, as I read from the 
charter. The parties of the third part 
are the Hon. George E. Foster, Lieu- 
tenant-Colonel John A. McGillivray, 
and Matthew Wilson. 


_ The first recital is that the parties 
of the third part—this is the first 
places at which the personal interests 
of these gentlemen are disclosed upon 
the face of the documents themselves, 
and the Union Trust Company is said 
to be a trustee in the last document 
I read, but for whom is not stated: 
‘‘Whereas the parties of the third part 
are entitled to one-half interest in 
a certain right or option in lands 
agreed to be conveyed by the Cana- 
dian Pacific Railway Co. as vendors 
to Rufus Henry Pope and Geo. W. 
Fowler as purchasers, by agreement 
dated 24th April, 1903, which option 
was conveyed to the Union Trust Co., 
Limited, by said Pope and Fowler 
by agreement made the 30th day of 
May, 1903’—I pause there for a 
moment and ask you if you are 
able to explain now with the infor- 
mation you subsequently acquired 
what is the meaning of that, one-half 
interest. in the option—who had the 
other interest? A.—Mr. Wilson’b 
explanation of that was that that was 
transferred to the Union Trust Co., 
and that those 3374 shares issued to 
the Trust Company and its president 
represent a portion of that, and that 
there was a certain allotment above 
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the 3374 shares to persons I do not 
know; I never ascertained who that 
was allotted to. 

Q.—What is stated upon the face 
of this in the next recital is that some 
of the parties of the first and second 
part are entitled to the other half 
interest in the said option on lands, 
that is the old land company and its 
shareholders? A.—Yes. You recall 
in the letter I referred to that as I 
understood it the trust company ac- 


quiring that option of the other half 


became substantially partners with 
Messrs. Foster, McGillivray and Wil- 
son in the transaction; that is the 
way it was stated to me at that time, 
and you will recall from my letter— 

Q.—It is stated in a subsequent do- 
cument which we will come to after 
a bit that the three gentlemen named 
were entitled to one-half and that the 
other one-half was divided into quart- 
ers, of which the Union Trust was 
entitled to one and these people, call 
them the old stockholders, to the 
other quarter? A.—Yes. 

Q.—But it is a little different here. 
(Reads from agreement.) You are 
not perhaps familiar with this con- 
veyanceP? A.—No 

Q.—If I have appreciated the lan- 
guage used apparently the intention 
of this document was to vest an out- 
standing half interest in the option, 
outstanding in the old shareholders, 
in these three ‘gentlemen that you 
call the syndicate? A.—Yes. 


Q.—And the Union Trust Company 
that was holding the option under the 
Trust Deed was relieved from all lia- 
bility in respect of the option to these 
old shareholders? A.—Yes. 

MR. SHEPLEY: .This clause does 
_ two things. In the first place it pro- 
vides for vesting the charter of the 
old company which then stood in the 
names of five gentlemen, in the syn- 
dicate, but upon terms that the five 
original shareholders were each to be 
entitled to $100,000 worth of stock, 
just as they were up to that date in 
the company, and we will be able to 
see how that is carried out. Then 
the next clause says that the parties 
of the second part are to finance the 
whole matter, so as to be prepared 
to meet and ‘make all payments re- 
quired by the option hereinbefore re- 
ferred to. (Reads clause.) That 
requires, probably, a little explana- 
tion. Your Honors will remember 
that turning the lands over from the 
three gentlemen who were interested 
to the company proposed, the Great 
West Land Company, there is this 
feature. (Reads clause.) Then on 
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the same day your Honors will ob- 
serve that the interest as between 
these old shareholders was undefined 
and left to be determined. They de- 
termined that themselves the same day 
by an instrument to which they are 
all parties, together with one person 
not named in the other document, 
Mr. J. W. Curry. ‘This is a memo. 
of the 4th June, between Shaw, Mur- 
ray, Vandusen, Dale, Dinnick, Curry 
and Kydd. (Exhibit 485.) Then the 
next is an important contribution to 
the literature upon the subject. It 
is a shareholders’ meeting of the On- 
tario Farm and Town Site Syndicate, 
held at the Canada Life Building in 
the City of Toronto on the llth June, 
1908. (Reads Minute.) Then, To- 
ronto June 10th, 1908, we have Mr. 
Foster’s letter spread upon the Min- 
utes. (Reads letter.) That was 
carried and a’ ballot was taken and 
the six gentlemen were elected direc- 
tors of the company. Then the next 
is a notice signed by Mr. Foster of 
a shareholders’ meeting of the New 
Ontario Company, the notice being 
dated the 12th June. The notice is 
spread out on the Minutes. (Reads.) 
Then by-laws relating to banking and 
borrowing money. Then by-laws re- 
lating to-the execution of agreements. 
Then the sanction of a by-law to in- 
crease the number of directors to nine, 
and the election of such directors. 
Then agreement dated 22nd June 
with Hon. G. E. Foster. Then there 
is another date at the foot of the no- 
tice, 15th June, 1903. I do not think 
that is a question of any importance. 
That is a notice stating what is to 
be done at the meeting called for the 
22nd June. Then on the 22nd June 
the first thing that seems to have 
been done is that the Directors had 
a meeting and that is the important 
meeting, because everything was then 
prepared for the shareholders’ meet- 
ing. Toronto June 22nd, 1903, the 
directors met at 1.30 pm. (Reads.) 
There is no doubt, whatever, that that 
was the agreement of the 22nd June 
to which I am about to refer, and 
which was submitted to the sharehold- 
ers’ meeting. Then, before I come 
to the shareholders’ meeting, let me 
give your Honors the agreement A. 
which is referred to there, 22nd June, 
1903. This, your Honors will ob- 
serve, has its first authorization in 
the directors’ meeting. (Reads.) Is 
that letter signed by Mr. Foster in 
existence? 


MR. NESBITT: What is that let- 


ter ? 
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MR. SHEPLEY: Letter 8th June, 
1903, addressed to the Company and 
signed by the Hon. G. EH. Foster. 


"MR. NESBITT: I think it was 
read at the meeting. 


MR. FOSTER: That is the letter. 


MR. SHEPLEY: Q.—(Reads agree- 
ment.) Have you been listening to 
that recital? A.—I have been try- 
ing to follow it. 

Q.—It is a recital that the owners 
have firstly become entitled to one 
undivided half share. They had ar- 
ranged to procure for the banker an 
undivided quarter share and so on. 
Was that as you understood itP A. 
—That is as I understood it later. 

Q.—I am coming to the time when 
you came to a knowledge of what had 
been going on? A.—Yes. 

Q.—Then it goes on to say ‘‘and 
the owners became entitled to the last 
two undivided quarter interests?’’ A. 
—I cannot understand that. I can- 
not see how two separate parties could 
be entitled to the same thing. 

Q.—And so far as we have seen by 
the Minutes and Agreement while 
there is an extinguishment of the 
quarter interest—or whatever the in- 
terest was—it was said to have been 
an interest of the old shareholders— 
there has been nothing that we have 
seen between the Trust Company and 
owners. (Reads down to the words 
‘With only one-half paid up _ there- 
on.’’) Does that division of the pro- 
ceeds of this transaction accord with 
what you were given to understand? 
A.—TI never ascertained definitely how 
the other stock than the $95,000 that 
was given to Mr. Foster, McGillivray 
and Wilson, the $5,000 that was given 
to Pope and Fowler and the 2373 and 
the 100 shares—I never understood 
how that was disposed of. 

Q.—And beyond that, taking for 
instance the 173 to Foster, 10 to Mc- 
Gillivray and 10 to Wilson? A.—I 
did not know about that. 


Q.—And the 10 shares to each of 


the other three directors, Boyd, Rog-- 


ers and Scholfield—that you did not 
know about? A.—No. 

Q.—Then the 3rd paragraph pro- 
vides that the bank account shall be 
kept with the banker and so on. Then 
the 4th paragraph that the banker 
shall have the right. (Reads down 
to the words ‘‘allot such stock accord- 
ingly’). That was according to your 
understanding of what the right of 
the bank was? A.—Yes. 

Q.—Paragraph 5 (reads paragraph.) 
T want to take this $95,000 and just 
get that in order before I go any 
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further. If you will take that and 
just follow me and see whether I 
seem to have deducted the proper 
conclusions so far as your knowledge 
goes; there is $44,500 to Foster, Mc- 
Gillivray and Wilson; $23,750 to the 
Union Trust Company; $10,000 to 
the Doctor; $10,000 to the old share- 
holders; $1,750 to Foster; $1,000 to 
McGillivray, and $1,000 to Wilson, 
and $1,000 each to Boyd, Rogers and 


Scholfield. That seems to make up 
exactly the $75,000? A.— That is 
correct. 


Q.—If you take the $3,000 to Boyd, 
Rogers and Scholfield, and add it to 
the $44,500, you make exactly $47,- 
500 or half of the $95,000? A.—Yes. 


Q.—It would appear then, as though 
these three gentlemen gave to the 
members of the new Company’s Board, 
who were to have the appearance of 
being new blood, not concerned in the 
venture $1,000 each of stock? A.— 
They gave or sold it to them. 


Q.—Then, as your understanding 
was, the $23,750 to the Trust Com- 
pany and the $10,000 to the Doctor, 
were all for the benefit of the Com- 
pany? A.—Of the Trust Company. 


Q.—And were part of the considera- 
tion for which the Company under- 
took the advances? A.—Yes. 

Q.—And the $10,000 to the old 
shareholders is accounted for, and the 
three gentlemen got for themselves, 
and not held in trust, $1,750, $1,000 
and $1,000? A.—Yes. 


_ Q.—Then that agreement was 
brought before the shareholders, and 
that I take next, on the same day, 
the 22nd June, we have the directors’ 
meeting at which it was formulated, 
and we have the agreement itself, 
and now we come to the shareholders’ 
meeting? A.—Would you have any 
objection to noting how this is signed ? 


Q.—Let me see. I do not know that 
I observed that. Yes, I did notice 
that, but I omitted to notice it just 
now. It is signed by the New On- 
tario Company, by the hands of Boyd 
the President, and Foster, Secretary, 
and it is signed personally by Foster, 
McGillivray, Wilson and Scholfield. 
Then it is signed personally by Boyd. 
It is signed by the Union Trust Com- 
pany by the hands of McGillivray. 
and Foster, then the names of Dr. 
Oronhyatekha and Robert Rogers seem 
to be in pencil and do not seem to 
have been signed by them? A.—It 
is my understanding it never was 
signed by them. 
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Q.—Then we have this meeting of 
shareholders on the 22nd June. The 
notice calling the meeting is spread 
out on the Minnates. (Reads.) That 
set of by-laws is in typewriting in 
the earlier part of the book, and there 
are one or two of the by-laws that I 
wish to call attention to. The first 
is the increase in the number of di- 
rectors. Then there is a_ by-law—l! 
do not think I shall trouble you to 
read it—which gives the directors 
very great buying powers. Then there 
is a provision for the Board of Di- 
rectors allotting stock. Then a pro- 
vision for the books. The Secretary 
is to keep a copy of the Letters Pat- 
ent. (Reads Minute.) There was 
present Sir John Boyd, Matthew Wil- 
son, George E. Foster, J. A. Mc- 
Gillivray, Robert Rogers and Mr. 
Scholfield. Then 3 others are added, 
Fowler, Hope and Leffurgy. That 
makes 9. There were 6 elected at the 
prior meeting, and 3 more are now 
elected to make the 9—Hope, Fowler 
and Leffurgy. Then certain gentle- 
men are elected auditors for the Order 
at the modest remuneration of $25 
each. The agreement marked London 
of the 22nd June, was read and on 
motion was approved, sanctioned and 
confirmed unanimously. Then it was 
resolved that the directors be recom- 
mended to pay the President for all 
services in full per year the sum of 
$300. Then the meeting adjourned. 
The next is the directors’ meeting 
held after the shareholders’ meeting 
and on the same day. That is found 
on page 102 of the Minute Book. 
Present were Wilson, Boyd, Schofield, 
McGillivray and Foster. Wilson took 
the chair. The minutes of the morn- 
ing meeting were read and confirmed. 
The by-laws passed at the morning 
meeting by the directors were sub- 
mitted at the shareholders’ meeting 
were reported sanctioned. (Reads.) 
Then they proceeded to the election 
of officers. Sir John Boyd was elect- 
ed President, Rogers First Vice and 
Wilson Second Vice. Then on motion 
it was resolved that the Standard Bank 
of Canada be appointed bankers of 
the Company, that the Bank be al- 
lowed one per cent. for all stock sold 
per the agency of the bank or its cor- 
respondents. One rather wonders at 
that after the elaborate appointment 
of the Union Trust Company as bank- 
ers with the requirement that they 
should furnish the money, but per- 
haps they were wanting another 
banker to sell their stock. (Reads 
resolution.) The Executive Com- 
mittee seems to have been well select- 
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ed having regard to the interests, 
Then on the 23rd June there was a 
meeting of the directors of the Union 
Trust Company. (Reads from Ex- 
hibit 487.) Then at this meeting of 
the directors of the Union Trust to 
which I have just referred there were 
present Messrs. Wilson, Boyd, Foster 
and Davidson. Then the next Minute 
was on the 9th July and there are 
contemporaneous minutes on that diy 
of both companies. I read first from 
the Minutes of the Great West Land 
Company. At that time they were 
carrying on the Minutes, as they have 
since been written up, under the 
heading of the Great West Land Com- 
pany, Limited, but it was not until 
the 21st July, according to a copy of 
an Order in Council found in this 
Minute Book, page 3, that the name 
was actually changed from the New 
Ontario Company to the Great West 
Land Company. This meeting was 
held on -the 9th July 1903, pursuant 
to notice duly given. (Reads.) 
Q.—Do you remember in the course 
of your inquiries hearing anything 
about that agreement which is said to 
have been prepared for direct con- 
veyance instead of having it go the 
roundabout way? A.—No. 


Q.—You do not remember hearing 
of that? A.—No: 

Q.—After that was done had any- 
thing you heard change your view 
with reference to the essence of the 
transaction? A.—TI think the essence 
of the transaction appears in the 
paper you have read already. I know 
of no change affecting the substance 
of that agreement. 


Q.—Then there is a resolution which 
is important, ‘‘It was resolved unani- 
mously that the company should exe- 
cute, pursuant to the agreement with 
the Union Trust Company, all neces- 
sary bonds, debentures, etc.’’ (reads.) 
That seems to be a resolution confer- 
ring a sort of floating authority to 
deal with the Union Trust Company 
from time to time? A.—The im- 
pression I got from that on reading 
it was that it was to place the officers 
in a position to act in the matter, 
whether the Trust Company concluded 
to take security for their advances 
or to take stock, giving the officers 
of the Land Company power to deal 
with it in either way. 

Q.—And to deal with it from time 
to time? A.—Yes. 

Q.—Then it was further unanimous- 
ly resolved that the stock of the com- 
pany shall be alloted and delivered 
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to the Union Trust Company—(reads.) 
Do you take it that that adds any- 
thing to the terms of the agreement 
that I have been reading? A.—No. 


Q.—Then it was further unanimous- 
ly resolved that stock receipts and 
certificates shall be issued from time 
to time by the Secretary of the Com- 
pany on applications made by pro- 
posed stockholders. Then a by-law 
was passed giving power to the com- 
mittee composed of Foster, McGilli- 
vray and Wilson (reads by-laws.) That 
by-law is found in these minutes at 
page 20 entitled by-law No. 2. It 
authorizes the committee herein called 
the Executive Committee to do cer- 
tain things for the company, and it 
is put in the form of a by-law. I 
need not read it. They have given 
’ the widest possible power. Then Mr. 
Foster reported that he had heard 
that Messrs. Pope and Fowler held 
240,000 acres of land. Did you as- 
certain that that extra eight or nine 
thousand acres of land did find its 
way into the Great West Land Com- 
pany? A.—I cannot recall. 


Q.—Apparently from subsequent re- 
ports it was purchased? A.—Yes. 


Q.—Then the Union Trust Company 


on the same day had a meeting of di- 


rectors at which the same four gentle- 
men were present. Wilson, McGilli- 
vray, Foster and Davidson. Are you 
able to say were these meetings held 
at practically the same time, meet- 
ings dealing with the same subject 
matters in the two companiesP A. 
—I knew nothing about the Minutes 
of the Great West Land Company. 


Q.—The General Manager reported 
the agreement between Pope and 
Fowler and the New Ontario Syndi- 
cate, whereby Pope and Fowler con- 
veyed directly to the Syndicate— 
(reads from minutes.) The syndicate 
referred to there is the syndicate, the 
New Ontario Company? A.—Yes. 


Q.—‘‘The General Manager submit- 
ted a form of assignment from the 
Land Company to the directors, which 
was unanimously approved.”’ Then 
the Minute deals with something else. 
That brings us down to the 9th July. 
I mentioned the same four as being 
present. I see it is not the same four. 
Colonel Davidson was not there? A. 
—I do not think Colonel Davidson was 
a director of the Great West Land 
Company. 


(Adjourned at 4.45 p.m. on Mon- 
day, September 24th, till Tuesday, 
September 25th at 10.30 a.m.) 


SEVENTY-THIRD DAY. 
MORNING SESSION. 
Toronto, Tuesday, Sept. 25, 1906. 


MR. SHEPLEY: Before taking up 
the matter that we were engaged up- 
on last night I desire to make astate- 
ment which I ttrust will reach not 
only the parties immediately concern- 
ed but others who may be in the 
same position. Subpoenaes have been 
served upon Mr. Fowler and Mr. Le- 
furgey, both of whom are concerned 
in the Inquiry, as we think, botlr 
of whom we think ought to be here. 
Neither of ‘them is here, although 
the time has arrived at which they 
should be here. A gentleman repre- 
senting Mr. Lefurgey is here and has 
seen me this morning and asked me 
when I wanted him. The subpena 
was returnable this morning and Mr. 
Lefurgey ought to have been here 
this morning. With regard to Mr. 
Fowler it seems he has gone West 
and he has sent me a letter to the 
Commission saying that he will be 
back after a while or in a short 
time. That sort of thing I desire to 
state publicly cannot be permitted at 
all. When witnesses are subpcenaed 
they must be on hand. What steps 
will be taken with regard to the gen- 
tlemen who have disobeyed their sub- 
poenaes is another question, and I de- 
sire to give this public intimation to 
witnesses who are subpcenaed that 
they must obey the subpcenaes or be 
content to have the result following 
from that position. 

Examination of ELLIOTT G. 
STEVENSON continued: 


MR. SHEPLEY: I think I have 
already told your Honors of the 
change of name of the company on 
the 21st July to the Great West Land 
Company. Then so far as the Land 
Company’s minutes are concerned 
there seems to be a quiesence for a 
considerable period, and the next 
entry I find is on the 23rd February, 
1904; how would that agree with the 
time at which you first became aware 
of the matter? A.—It would be about 
that time. The letter that I read is 
dated March 5th, and refers to a pre- 
vious meeting which would be some 
time probably in the month of Feb- 
ruary. 

Q.—On the 23rd February the di- 
rectors of the Great West Land Com- 
pany met and there were present Sir 
John Boyd, Matthew Wilson, Hon. 
George EK. Foster, G. P. Scholfield. 
The chair was taken by Sir John 
Boyd and Mr. Foster acted as Sec- 
retary. ‘‘The annual report of the 
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directors and the financial state- 
ment,’’ etc. (Reads down to the 
words ‘‘meeting of shareholders’’). 
In the course of your inquiries did 
you make any examination at all into 
the affairs of the Great West Land 
Company by looking at this annual 
statement or otherwise? A.—After 
the land that was acquired and the 
valuation of that land was the only 
investigation I made. 

Q.—The statement itself is here and 
requires perhaps some comment: 
“Great West Land Company, Limit- 
ed, financial statement for year end- 
ing December 31st, 1903’’: Receipts 
July 2nd, 1908, G. P. Scholfield, call 
on stock, $800; August 22nd, G. P. 
Scholfield, call on stock, $600. Then 
without date, Union Trust Company, 
Limited advance, $148,086.31, making 
a total of $149,486.31. Then the dis- 
bursements are as follows: July 11th, 
C.P.R., account purchase of lands, 
$56,666.66. July 15th, C.P.R., ac- 
count purchase of lands, $5,000. Aug- 
ust 24th, C.P.R., account purchase 
of lands, $40. September Ist, Pope 
and Fowler, $20,000. September 8th, 
Pope and Fowler, $4,105.32. Septem- 
ber 11th, Curry & Eyre, law costs, 
$65. September 22nd, Hunter, Rose 
& Company, books, $16. September 
30th, Alexander & Cable, seal, $3, 
October lst, Pope and Fowler, $20,- 
000. November 2nd, Pope and Fowler, 
$40,705.78. December 31st, Union 
Trust Company, interest on advance 
to date $2,884.60; making the same 
total as the receipts, $149,486.31. I 
do not know whether you are a book- 
keeper at all or whether you are like 
myself, very obtuse about book-keep- 
ing, but I would like to call your at- 
tention to some of these items and 
ask you whether you observe the 
method underlying this presentation 
of the account of receipts and dis- 
bursements; you see there is no bal- 
ance, the receipts with the exception 
of Mr. Scholfield’s little $1,400 are 
solely Union Trust Company advances 
and the disbursements eat them ex- 
actly, including $2,884 of interest 
paid to the Union Trust Company? 
A.—That would substantially accord 
with my understanding, that the 
Union Trust Company advanced sub- 
stantially all the money that was ad- 
vanced, and I only dealt with the ac- 
count of the Union Trust Company 
against the Great West Land Com- 
pany, showing the total amount of 
advances from time to time. 

Q.—And it would seem also to in- 
dicate, apparently, if you will assent 
to ‘that, that whatever money was 
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used being taken from the Union 
Trust Company the disbursements 
were always equal to the receipts? 
A.—QOh yes; I did not understand 
they had any other resources, that 
came under the contract with the 
Union Trust Company. 

Q.—The receipts were moneys taken 
from the Union Trust Company’s cof- 
fers, and the disbursements were the 
disbursements of this very money, so 
that the receipts and expenditures 
exactly balance? A.—Yes. 

Q.—Then there is one other minute 
of the meeting of directors of the 23rd 
February: ‘‘It was moved by Mat- 
thew Wilson, seconded by G. P. 
Scholfield, that if found necessary 
Hon. Mr. Foster be authorized to ar- 
range with the Union Trust Company 
if possible, to meet any payments on 
the company’s land and that the offi- 
cers execute any necessary agree- 


ments for that purpose,’ and that’ 


was carried; was your attention ever 
called to that minute before? A.— 
I think it was the application for the 
further advances to the Board of the 
Trust Company that first brought my 
attention to this transaction. 
Q.—That is the end of that meet- 
ing, and on the same date the 
shareholders annual meeting is held, 
23rd February, 1904, and that is at 
page 59 of the minute book. The 
notice calling that meeting is dated 
11th February and is as_ follows: 
‘Please take notice that the annual 
meeting of the shareholders of the 
company, formerly New Ontario Com- 
pany or syndicate, will be held at the 
offices of the Union Trust Company 
on Tuesday, February 28rd, 1904, at 
2 o'clock p.m., for the purpose of 
hearing and receiving the annual re- 
port and electing directors, and for 
all other general purposes relating to 
the management of the company, and 
particularly for the purpose of con- 
sidering, sanctioning and confirming 
or otherwise dealing with by-law 
number 2 passed by the directors on 
the 9th July, 1908, appointing an 
Executive Committee with power to 
perform the duties therein provided.’’ 
Your Honors will remember the three 
gentlemen interested were the Exe- 
cutive Committee. There were — pre- 
sent in person or by proxy Sir John 
Boyd, Matthew Wilson, George P. 
Scholfield, Hon. George E. Foster, 
Mr. Vandusen and the Union Trust 
Company, Limited, by proxy. -The 
Union Trust Company, Limited, ap- 
parently at that time had been al- 
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lotted shares? A.—They held I un- 
derstand the 2374 shares. 

@.—Then the Chair was taken by 
Sir John Boyd, and Mr. Foster acted 
as Secretary. ‘“IThe minutes of the 
last meeting of shareholders was 
read, approved, and signed by the 
Chairman. ‘The annual report of the 
directors and the financial statement 
of the year was read by the Secre- 
tary and adopted as follows: ‘Then 
comes the report, preceding the an- 
nual statement to which I have al- 
ready referred to. (Reads report on 
page 60 of the minute book, Exhibit 
482 down to the words ‘‘Stock of the 
company at par.’’) 

Q.—What stock do you take that 
to refer to, the $50,000 and the $100,- 
0002 A.—The $50,000, that was 
part of the $1 an acre, and the $110,- 
000, that represented the advance 
price of 50 cents per acre, that would 
be my understanding. 

Q.—<And it is adjusted to $146,- 
000 by reason of the shortage in 
acreage, that is as you understand 
it? A.—That would be my under- 
standing from that. 

Q.—‘On July 21st the name of the 
company was changed by an order in 
Council of the Ontario Government to 
the Great West Land Company, Lim- 
ited,’’ etc. (Reads). Let me pause 
there for a moment to ask if ‘in the 
course of your inquiry you heard any- 
thing of these 8,640 acres, how there 
came to be that in the hands of Pope 
& Fowler? A.—That was not spe- 
cially called to my attention, but I 
ascertained there was in all a _ little 
over 200,000 acres, but I do not have 
in mind now that I recognize any dis- 
tinction between the 193,000 parcel 
and the 8,000 parcel. 

Q.—Of course you can draw a dis- 
tinction now upon the documents as 
we have been going through them 
yesterday and to-day? A.—Yes. 

Q.—I was rather inquiring about 
this, did you ascertain how Messrs. 
Pope & Fowler came to have these 
extra 8,640 acres? A.—TI think pro- 
bably I did, but I do not recall. 

Q.—May I suggest, did you hear 
that in the course of their selection 
under the original option there was 
this number of acres that were culled 
or rejected? A.—No, I never heard 
of that. 

Q.—You did not hear that? A.— 
No. Po a 

Q.—You did not hear at what 
price they had got these 8,640 acres 
from the O.P.R.? A.—I think it 
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was referred to in one of th - 
tracts yesterday, and vhatetar see 
those contracts is what I found out 

Q.—So far as we have gone we 
have not yet seen anything as to the 
origin of the 8,640 acres? A.—That I 
do not know about except as a 
in the r vee 

record. Of course what ap- 
pears in the records of the Great 
West Land Company I never ‘had 
access to; I don’t mean to say I was 
refused access but I did not inquire. 

Q.—If that be so, and if these lands 
were taken over by the Union Trust 
Company, although culled, at the 
same price they were paying for the 
selected land, that fact was not dis- 
closed at all? A.—No. The price is 
a little larger; that price is $5 and 
the other price was $3.50) originall 

Q.—And $4.50 to P 4 

Oo Pope & Fowler? 
A.—Yes. 

MR. NESBITT: That would be 

qetaly ‘ eee pas lesser quantity 
e U. FP. R. contr ( 
be $5 and not $3.50. shania Ml 

MR. _SHEPLEY: My learned 
friend is not stating it quite accur- 
ately. If they decline to take the 
option and to take a lesser quantity 
tae nye fo eee $5, but if they took 

e option they were : 1 
aes y to have it all 

MR. NESBITT: But if these were 
outside lands, I suppose it would be 
all right? 

_MR. SHEPLEY: If they were out- 
side iands. 

Q.—The statement follows about 
this quantity of land that $8,320 of 
the price of these 8,640 acres was to 
be paid in stock of the company at 
par, that would add to the $146,000 
stock which is mentioned in the earl- 
ier part of the minutes? A.—Yes. 

Q.—Then the report proceeds: 
“The main line of the Canadian 
Ncrthern Railway,’ etc. (Reads 
duwn to the words ‘‘correspondingly 
enhanced.’’) That does not seem to 
accord precisely with what you were 
informed, that is that the lands were 
about to be sold within six months? 
A.—No, that did not turn out to be 
the case. 

Q.—At all events the information 
which was apparently then before the 
Great West Land Company »nd its 
promoters did not point to an iin- 
mediate sale? A.—No; if you wilt 
recall that the letter in which I was 
given that information was dated 
just about that time, 5th March, or 
thereabouts, 
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Q.—Then follows a paragraph in 
the report here which I desire to re- 
fer te: ‘The directors have not deem- 
ed it wise during the past few months 
to allow the company’s stock to be 
placed upon the market,’’ ete. (reads 
to the words ‘‘six per cent. interest’’) 
—that would be, of course, the loan 
from the Union Trust Company? A. 
—Yes. 

Q.—‘‘An offer has been made by 
the Executive Committee,’’ etc. (reads 
down to the words ‘‘to easily finance 
the remainder without widening the 
present stock issue to the public’’). 
Then follows the financiai statement. 
Did you ascertain at all, or were you 
told at all, the particulars with re- 
gard to the expected early sale? A. 
—No, I was not. 

Q.—Then after the financial state- 
ment they proceeded to pass by-law 
number 2 in these terms: ‘‘By-law 
number 2, passed by the directors on 
the 9th July, 1903, authorizing a 
Committee herein called the Execu- 
tive Committee, to attend to certain 
affairs of the company between the 
times of the meetings of the direc- 
tors therein was read, approved, rati- 
fied, confirmed and finaily passed.’’ 
Then a ballot was taken for the elec- 
tion of directors, and the elected 
directors were: Sir John Boyd, 
Matthew Wilson, Hon. George KF. 
Foster, John A. McGillivray, Hon. 
Robert Rogers, George W. Fowler, 
M.P., Rufus Pope, M.P., A. A. Lefur- 
gey, M.P., and G. P. Scholfield. Then 
after the shareholders’ meeting there 
was a directors’ meeting, which will 
be found at page 109 on the same 
day, 23rd February, at which Sir 
John Boyd, Hon. George E. Foster, 
Matthew Wilson and G. P. Scholfield 
were present, and then the eiection of 
officers took place, and the same 
President and two Vice-Presidents 
were elected as were previously in 
office, Sir John Boyd, Hon. Robert 
Rogers and Matthew Wilson. I will 
have to proceed with the minutes of 
the Great West Land Company and 
fill in from the minutes of the Union 
Trust afterwards. The next date to 
which I desire to make reference is 
the 16th December, 1904. Before I 
come to that, you did tell me per- 
haps in outline yesterday, but  per- 
haps we can make it a little more 
specific now we have reference to 
date, we will just review the corre- 
spondence between yourself and Mr. 
Wiison before I put the next ques- 
tion. You had, as I understand you, 
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first the conversation with Mr. Wiil- 
son upon the train? A.—Yes. 

Q.—And on the 3rd March you re- 
ceived the letter: which I read yester- 
day? A.—yYes. x 

—Reads again letter of March 3rd, 
Exhibit 480. 

Q.-—With the information that we 
have been gleaning since you handed 
me this letter yesterday, it would 
appear as though the intention sug- 
gested by this letter was to take the 
Union Trust out of the concern witl- 
out a profit, just returning advances, 
leaving the three gentlemen who con- 
stituted the syndicate in possession of 
the profits which they were then in 
possession of? A.—That was the sug- 
gestion of that letter as I inter- 
preted it. 

Q.—On the 5th March, 1904, this 
was your reply (reads down to the 
words ‘‘would not want to give him 
any worry’). (Letter part of Exhibit 
480.) A.—Permit me to interject 
there what I intended by that was I 
did not know whether Dr. Oronhya- 
tekha had paid for his stock or that 
he held it for the Trust Company. 


Q.—You were not aware what his 
position was? A.—I knew nothing 
about it, and therefore was not in 
a position to accept or act upon the 
suggestion. 


Q.—(Continues reading letter.) 
‘‘And in his present condition of 
health would not want to give him 
any worry.’’( reads down to the words 
‘combined with some others in the 
North West Land Company’s land.’’) 
That would indicate, would it not, 
that the understanding you got from 
the verbal statement made by Mr. 
Wilson was quite at variance with 
the facts as they now appear? A.— 
As to the division of lands or there 
being uther lands I think I had a 
misapprehension about that, and it 
was not corrected in Mr. Wilson’s 
subsequent letter either. 


Q.—That I observe, there is no cor- 
rection of that. You were not aware 
that Mr. Foster and Mr. McGillivray 
and Mr. Wilson had ‘purchased an 
option from Pope & Fowler at that 
time? A.—No. 


Q.—But you were under the impres- 
sion they were buying into the On- 
tario Land Company, which already 
had lands? A.—I supposed to pur- 
chase meant they were paying some- 
thing for it, that was the understand- 
ing T had at that time. 


et 
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Q.—And then this clause: ‘‘And 
that by a division of the Ontario 
Land Company’s lands other parties 
took as you regarded undesirable or 
left desirable lands in Ontario, and 
the interest of yourself, McGillivray 
and Foster was combined with some 
others in the North West Land Com- 
pany’s land’’—explain what it was 
you did understand? A.—It was said 
there were some lands in Northern 
Ontario, there was not any more 
specific reference to it than that, but 
the impression I got was that they 
were not as available for sale or as 
desirable for sale as the wheat lands, 
as we call them, in the North West, 
and therefore they had made a very 
advantageous arrangement in the di- 
vision, securing the North West lands 
that were saleable and desirable, and 
the other parties in interest taking 
the less desirable lands in Northern 
Ontario. 

Q.—Whatever facts may hereafter be 


developed so far there is no founda-- 


tion for that in any of the documents 
we have examined? A.—No. I think 
however it is the fact that the On- 
tario Land Company had some water 
rights or something of that sort in 
Northern Ontario instead of lands, 
perhaps lands in connection with 
the water rights. 

Q.—That perhaps will develop as 
the Inquiry proceeds, if there was any~ 
thing in that at all. Then your letter 
proceeds: ‘‘I further got the under- 
standing that the interests thus seg- 
rated was one-half interest in’ the 
North-West Land Company’s lands, 
and that you three had paid for this 
one-half interest, and you had assist- 
ed Mr. Foster to carry his interest, 
or rather were carrying his intert- 
rest??? A.—That was the understand- 
ing I got from Mr. Wilson, in other 
words that Mr. Wilson was financing 
Mr. Foster’s interest. 

Q.—And the understanding that 
you had was that they were in it with 
their own money? A.—That was my 
understanding of it. 

Q.—‘That then the opportunity 
was presented to purchase the inter- 
ests of the owners of the other half 
interest, and that the Trust Company 
purchased this interest thereby becom- 
ing practically partners with you. 
Mr. Foster and Mr. McGillivray’’— 
we see how that was, the documents 
do not dovetail together. in one place 
it is called a half interest and in the 
other place it is called a quarter in- 
terest? A.—Yes. 
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Q.—‘‘Understanding the  transac- 
tion in this way I saw no objection 
to it, but as the matter was discussed 
at our meeting it was evident I had 
obtained an erroneous understanding 
of the transaction.’’ That was a 
meeting held before this letter, and 
therefore a meeting of the Union 
Trust Company to which we have 
not yet arrived in the minutes? A. 
—As I said yesterday my recollection 
was that it was at a meeting either 
at which ‘an inspection report was 
made referring to the investment 
that the Union Trust Company had 
made for the advances up to that 
date, or application for further; 
from the reference in the Great West 
Land Company’s minutes we read this 
morning I would be of the impression 
now that it referred to application 
for further advancement. 


Q.—Then you had become aware at 
that meeting that the funds of the 
Union Trust Company were being 
used for the purpose of furthering 
the transaction ? A.—I understood 
at that meeting the money was being 
advanced by the Union Trust Company 
in furtherance of this transaction. 


Q.—You had got the undertsand- 
ing, or you had cleared up the mis- 
understanding that existed previous- 
ly in your mind that these three 
gentlemen were finding their own 
money? A.—Yes, I got that from 
Mr. Wilson’s reply to that letter. 


Q.—‘‘Understanding the  transac- 
tion in this way I saw no objection to 
it, but as the matter was discuss 
at our meeting it was evident that I 
had obtained an erroneous understand- 
ing of the transaction, and as I then 
understood it did not seem free from 
objection, and as you will recall I 
pointed out features that appeared to 
me to be objectionable’’—I do not 
think you omitted to tell us yester- 
day what objectionable feature you 
pointed out from your standpoint? 
A.—From my standpoint the objec- 
tion was to the directors dealing 
with funds under their ‘control in 
their own interest, and from the be- 
ginning to the end I opposed any such 
proposition as that. It seemed to 
me it was inconsistent with the duties 
of the directors who were simply trus 
tees for those funds to use them te 
their own profit. I understood that 
was the rule of law that was perfect- 
ly settled, and that they had no 
right to do that, and when the pro- 
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position was suggested I pointed that 
out, 

Q.—Do you remember at the dis- 
cussion that took place at the meet- 
ing what answer was made to your 
protest and your statement of objec- 
tion? A.—A statement was made 
that the matter at the outset had 
suggested itself to one or more of the 
gentlemen, and they had given it 
sufficient thought to refer it to the 
Chancellor and Mr. Wilson, lawyers 
on the Board, to see whether it was 
free from objection, and that the 
matter was finally undertaken after 
they had approved of it. 

Q.—Mr. Wiison’s attempt at spec- 
ulation was referred to him— A.— 
Yes, and that is what I referred to 
in that connection that it was a mat- 
ter of a good deal of embarrassment. 

An intermission. 

WITNESS: I started to say that 
is what I referred to in stating it 
was. a matter of considerable em- 
barrassment for me to undertake to 
criticise or interfere with matters 
that had been approved of by such 
distinguished men as were on that 
Board. 

Q.—It perhaps occurred to you 
that if Mr. Wilson wanted to be ad- 
vised as to the propriety of the tran- 
saction it was perhaps not’ very 
fitting he shouid be upon the Com- 
mittee of advising? A,—I came to 
wonder whether the laws of Canada 
were so at variance with the laws of 
our country as to permit that sort 
of thing. 

Q.—Was that the only answer that 
was made to your objection? A.—And 
the answer that the matter would be 
closed up very promptly, the railroads 
were building through it, and there 
would be immediate demand for it, 
and that the difficulties would settic 
themselves in g very short time. 

Q.—That was not meeting the 
foundation of the objection at all? 
A.—No. Of course in that connec- 
tion a specific objection I pointed out 
was that there was an option upon 
the part of the Trust Company to 
take stock for the advances it made 
or to take security for it. Now then 
the four gentiemen who were:a ma- 
jority of the Board of Directors of 
the Trust Company would have to 
decide whether the Trust Company, 
or could decide whether the Trust 
Company, should take stock or take 
security. If the situation should re- 
sult that the property that was going 
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to cost $900,000 sold for a million and 
a half there would be $600,000 profit, 
and they would have to say, ‘‘We will 
give the Union Trust Company $600,- 
000 and take it out of our own pock- 
ets.” On. the other hand, if this 
property that cost $900,000 should 
sell for $600,000 and there shouid be 
a loss of $300,000, all the money of 
the Trust Company, they could decide 
that the stock should participate, we 
should take stock for it, and therefore 
they would take part of the proceeds 
of our money. It seemed to me that 
was a wholly improper situation. 

Q.—It was, if one wants to use a 
temperate expression, at all events 
putting them in the position of being 
able to determine botb for themselves 
and in their own interests and either 
for or against the interests of the 
Trust Company? A.—If they pro- 
tected the Trust Company they must 
uecessarily take money out of their 
cwn pocket; if they protected them- 
seives they would do it at the expense 
of the Trust Company, and that I re- 
garded as an inconsistent position for 
gentlemen to occupy as trustees. 

Q.—Were you overborne in the ob- 
jections you were making, or how was 
it left at the conclusion of the meet- 
ingP A.—They thought they had left 
the matter apparently, as you will 
note from Mr. Wilson’s letter, by hav- 
ing the Trust Company exercise its 
option at the outset, and they offered 
a resolution as stated in Mr. Wilson’s 
letter, that the Trust Company should 
take stock for its investment and not 
security. 

Q.—Does it occur to you that that 
was open to being undone again by 
the very same gentlemen, as indeed 
it wasP <A.—There is no question 
about that. I will say further, there 
were some of the gentiemen who were 
not lawyers who could see no diffi- 
culty apparently in that situation; 
they thought if they were giving good 
security they might just as well bor- 
row from the Trust Company they 
controlled as from anybody else. 

MR. NESBITT: I think they are 
not singular on either side of the line 


-as to that? A.—There is no doubt 


that is a very common practice, but 
a very improper one. 

MR. SHEPLEY: The letter pro- 
ceeds: ‘‘Now, I think you will under- 
stand I never entertained for a mo- 
ment,’’ etc. _ (Reads to the words ‘‘be- 
cause of their interest in the North 
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West Lands Company.’’?) That is 
minimizing but it is not going to the 
root of the matter at allP A.—No; 
there was stiil the further objection 
that they could change that situation 
even though they should take it once. 
Q.—And at that time all the moneys 
had not been advanced? A.—WNo. 
There was only about one-third of the 
total advance that had to be made 
had been made up to that time, less 
than that, I think one hundred and 
forty odd thousand dollars. 
Q.—$149,000 was shown by the last 
preceding statement? A.—I think 
to November, 1905, the total ad- 
vances were about $330,000. 
Q.—Your letter proceeds: ‘‘In the 
event of it being decided to elect not 
to take stock for the investment,”’ 
etc. (Reads to*the words ‘‘Kamloops 
lumber transaction.”’?) A.—I simply 
meant by that 
Q.—Take your risk, if you are go- 
ing to have your profits take youfr 
risk? A.—If Mr. Wilson, Mr. Foster 
and Mr. McGillivray were going to 
take the proceeds they should guar- 
antee or become personally obligated, 
up to that date, and in fact through. 
out the whole risk and whole burden 
was on the Trust Company. 
Q.—‘‘Now you can easily unde~- 
stand it is a very embarrassing mat- 
ter for me to urge any particular 
course of action,’’ etc. (Reads to 
words ‘‘at our next. meeting.’’) To 
that came this reply, which we will 
deal with a littie more in detail now 
that we have the facts down to the 
date we are discussing: ‘“‘I did pn 
reply to your letter of the 5th March 
because I honed to see you on mv 
way to Toronto,’ etc. (Reads down 
to the words ‘‘to raise his share.’’) 


()—It occurs to one to pass this 
comment, and that the comment is not 
unfair, that so far as the Minutes 
disclose the Union Trust Company 
had become bound to the transaction 
by covenants to pay purchase money 
before the matter was before’ the 
Union Trust Board at all? AG 
think it was before—was it not be- 
fore the Board had a meeting at 
which Mr. Foster, Mr. McGillivray 
and Mr. Wilson and Mr. Davidson 
approved of it? 

@.—That was after the agreement 
of May 30th? A.—It is possible. I 
have not followed it in my recollec- 
tion. 

Q.—And, of course, if I am not in 
error in putting that as a fact, then 
the binding of the Union Trust Com- 
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pany, prior to the action of the Board 
of Directors upon it, was the execu- 
tive act of these very gentlemen, or 
those whom they controlled? A.—Of 
course the records speak for them- 
selves. JI would prefer not to say. 

Q.—Then I will leave it so. Mr. 
Wilson continues:' ‘‘I mention this 
merely to show that at the time’’ 
(reads) I do not want to leave any- 
body under a misapprehension, and I 
want to be sure in what I have just 
put to you. The first minute in the 
minutes of the Union Trust Company 
is on the 8rd June. ‘That is the very 
first Minute of all. The matter is 
not referred to up tu that time? A.— 
Does not that refer to June, 1903? 

Q.—Yes? A.—This letter is 1904. 

Q.—Yes, I know. f am speaking of 
the position taken by Mr. Wilson, that 
when they first took hold of the mat- 
ter they did not intend to trouble 
the Union Trust with it at all? A. 
—I see. 

Q.—When they took hold of the mat- 
ter was the 30th May, and to the 
agreement then prepared the Union 
Trust Company was made a party, and 
the Union Trust Company undertook 
all the obligations of carrying out the 
option? A.—What date was that? 
1903? 

Q.— Yes? 
understanding. 

Q.—That was four days before the 
meeting of the Board of Directors 
at which the matter was considered. 
Then we will just go on with the let- 
ter, ‘‘that it was only when we got 
the option on the other interests that 
we decided to bring that and hand it 
over without any profit, to the Union 
Trust Company, and I was merely a 
consenting party then.’?’ What inter- 
est was that? A.—They first acquired 
an undivided half interest from Pope 
and Fowler; the other undivided half 
stood in Pope and Fowler. That was 
taken to the Trust Company, and 
they became the purchasers of the 
other undivided half. That. is my 
understanding. 

Q.—That is something Mr. Wilson 
will be able to clear up for us, but 
you will recollect that in the dealing 
with the old shareholders of the New 
Ontario Company, the half interest 
never was spoken of. That seems to 
me was what was being referred to. 
“That it was only when we got the 
option on the other  interest’’—but 
they got the option on the whole 
interest on the 13th Mav as far 
as .Pope and Fowler were’ con- 
cerned? - A.—It was presented in 


A.—Yes, that was my 
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that way, that they only had an op- 
tion on the half interest, and they 
tender.d the other half interest to 
the Trust Company and the Trust 
Company accepted it, and they practi- 
cally in that way became partners at 
the time. 


Q.—However that may be, so far as 
the documents at present produced 
disclose, the transaction between them 
and Pope and Fowler was that they 
purchased the whole option at an ad- 
vance of $200,000? A.—That appears 
to be according to the papers you 
have read here. 

Q.—And then that was to be trans- 
ferred to the new company at an ad- 
vance in favor of the three gentle- 
men of another $100,000, of which 
$5,000 was given to Pope and Fowler? 
A.—Yes. 

Q.—I am quite unable to under- 
stand what he means when he says 
‘when we got the option on the other 
interest we decided to bring that and 
hand it over without any profit to 
us to the Union Trust Company.”’ 
(Reads down to the words ‘‘giving up 
the interest to them.’’) A.—Perhaps 
I should say in that connection—it 
does not appear in that letter—but 
Wilson told me he had made arrange- 
ments to borrow the money necessary 
to carry it through at 44 per cent. 

Q.—He did not go into details at 
allP A.—No. 

Q.—‘‘However I heartily agree with 
you in the proposition that the direc- 
tors ought not to place themselves in 
in the position’? (reads down to the 
words ‘‘and it is now closed.’’) We 
have your testimony about what gave 
rise to your objection. Then Mr. 
Wilson closes the letter, ‘‘of course I 
do not think, under any condition, 
that this transaction was in a similar 
position to the Quebec one, because 
as to this transaction as to the one 
half interest, we had that before the 
Union Trust was ever thought of in 
the matter, and as to the other we 
turned over the whole without profit 
to us?’??. A.—TI could not distinguish 
between the two and Mr. Wilson did. 


Q.—Unless there is something we 
have not seen, and that has not been 
disclosed to us, the statement that 
they had the half interest before the 
Trust Company was ever thought of. 
is not accurate, unless there is some- 
thing we have not seen or heard? A. 
—Well, according to the papers I 
would understand the transaction that 
they had the option to the whole of 
the interest and that they turned it 
over at a profit. 
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(Q).—And that they had that option 
contemporaneously with bringing the 
Union Trust Company’s money into 
iG208 Aas. 

Q.—Or engaging the Union Trust 
responsibility? A.—Yes. Of course 
the papers themselves I did not see 
until last year when I came to in- 
vestigate the matter. 

().—Then while we are waiting for 
the Minute Books of the Union Trust 
Company, we will try and utilize the. 
time as well as we ‘can— 

MR. NESBITT: There is an answer 
which was given yesterday which I 
would like you to read to the witness. 
The ‘‘Mail and Empire’”’ has misreport- 
ed the proceedings. Dr. Montague 
complained of the report which ap- 
peared in the papers. 

MR. SHEPLEY: At page 7240 of 
the official stenographer’s report ap- 
pears the account of the Montague 
transaction, and Mr. Nesbitt points 
out that Dr. Montague complains of 
inaccuracy in the report, and of 
course we are interested in having it 
just as you said it and just as it was. 
You are made to say this:— 

‘‘He thought it would enure to very 
great advantage to the Order to carry 
out the original plan, and the other 
was really upon my suggestion that 
we wanted to unload the lands and 
get out of the land business entirely. 
We had an interest: in nearly 400,000 
acres of land, and I had reached the 
point, so far as I was concerned, that 
we wanted to unload just as quickly 
as we could, and regarded that as the 
quickest and best agency for doing 
it as to that particular part of the 
land.”’ 

Thats’ what you jsaid’ © Ai—Yere 
- Q.—And that is accurate? Ar= 
fear 
MR. NESBITT: He only bought 
123,000 acres? ‘A.—He only became 


' concerned in the 123,000 acres. 


MR. SHEPLEY: Q.—The stenogra- 
phie report is right? A.—Yes. And 
he became concerned in that, I want 
to emphasize, not at his suggestion 
or desire; he desired to go along with 
the original arrangement, and thought 
it would enure to the advantage and 
profit of the Trust Company to do it; 
and he took up the purchase of the 
other lands really to help us out; that 
is by way of making sale. I nogice 
that the papers also got the names all 
confused. I do not know if the re- 
cord does. Dr. Montague’s associa- 
ates were Kitson, they have it Kitte- 
ridge in some papers. Mr. Grantham 
they have Jackson I think. 
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MR. NESBITT: That is a well 


known name in the country, it is 
somewhat popular in the newspapers. 

WITNESS: It is a famous name 
in our country. 

MR. ‘NESBITT: It is not Stone- 
wall. 

MR. SHEPLEY: Then, Mr. Ste- 
venson, after the date at which the 
matter has now run, the. date at 
which the Union Trust Company was 
put in the position of electing to take 
the stock—from that date down to 
December of the same year, what was 
doing in the matter? Anything? 
A.—What year? 

Q.—1904, the same year; that would 
be from March to December? A.— 
I have no recollection of having the 
matter brought to my attention again, 
until after T came here the Ist Janu- 
ary, 1905. 


().—Before you come to (Hat we 
will take up what was done on the 
16th December, 1904. That is the 
first in order of chronology. On the 
16th December, 1904, the Great West 
Land Company of the first part and 
the Union Trust Company hereinafter 
called the Banker of the second part, 
entered into the following agreement. 
There is no minute, I may say to you, 
in the books of the Great West’ Land 
Company, prior to this agreement. I 
am reading it strictly in the order 
of its dates and this is a very im- 
portant document. Whereas on the 
22nd day of June, 1903, a certain 
agreement was entered into between 
the Hon. George E. Foster of the first 
part and the said banker of the sec- 
ond part and Dr. Oronhyatekha and 
others of the third part and the New 
Ontario Farm and Town Site Syndi- 
cate of the fourth part (reads agree- 
ment.) Now what do you understand 
that agreement to be intended to 
bring about?. A.—Acting under the 
resolution of June 1904 to elect to 
take stock for advances in payment 
for advances, that thé stock should 
he allotted, and that that should sat- 
isfy all claim of the Trust Company 
against the Great West Land Com- 
pany for the amount of the advances. 
That I understand to be the object. 


().—That is what had happened in 
the previous March according to the 
recital in this agreement. The Trust 
Company had elected to take stock, 
and I eall your attention to the lan- 
cuage of the recital. ‘Shad elected to 
take stock not only in respect of ad- 
vances then made but in respect of 
advances thereafter made from time 
Poa ubliie 22 yale hatarelt: 
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Q.—That is the Trust Company had 
elected, once and for all, so far as 
their action was not subject to be re- 
versed by their Board, had elected 
to engage in the enterprise to the ex- 
tent of the advances? A.—To become 
ye actically partners in the proposi- 
ion. 


Q.—Then the subsequent recitals in 
this document point out that from 
time to time advances are made in 
anticipation of the allotment of the 
stock and that it is intended to se- 
cure those? A.—yYes. Well, I know 
that up to November or December of 
1905, as my recollection serves me 
now, there was $337,000 or an increase 
from the fall of 1904 to 1905 of abont 
$200,000. I think you read from the 
resolution it was $148,000 down to 
December 1908, and I think down to 
the fall of 1904 it had increased to 
about $337,000. 


Q.—The advances down to the 3lst 
December, 1904, this agreement being 
made the 16th December ; so that they 
probably would not be quite so much, 
were, according to the statement of 
receipts and disbursements, and treat- 
ing them in the same way. the »the1 
statement was treated $497,000— A. 
—It is larger than I thought. 

Q.—I am wrong. Mr. Cross says 
it was $333,000? A.—That would be 
in accord with my recollection. 

Q.—The figure I have included the 
bonus stock? A.—Yes. 

Q.—$333,000 was about the ::tate of 
this account when this agreement was 
made? A.—Yes. 

Q.—For the future this opens the 
option again to the Trust Company? 
A.—-Yes. 

ae Lor everything in the future? 


*"Q.—They may either elect to have 
stock in the future according to the 
agreement of March, or they nay 
elect to have security? A.-—Yz#s. 

Q.—Was that in contemplation 
when you were discussing with these 
gentlemen in the previous Mirch the 
desirability of the election being made 
at- an early period? Was that in 
contemplation that that election 
should be open? A.—It distinctly 
was not, for it seemed from my stand- 
point that it left them in a position 
in which they could not act, either 
fair to themselves or to the Trust 
Company under certain contingencies, 
and that could not be an open ques- 
tion, 

Q.—Then, to the extent to which 
this agreement, if my construction is 
correct, to the extent to which this 
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agreement opens up the option and 
leaves these gentlemen on the Board 
still open to deal with the option, it 
is open to the same objection? A.— 
It is open to the same objection as I 
pointed out before. 

Q.—Mr. Nesbitt has pointed out an- 
other view which might be taken of 
it— A.—TI had not supposed that 
that question was opened up again. 

MR. SHEPLEY: I am not interest- 
ed in one view of it alone, and I am 
glad to have suggestions. “The 
banker hereby agrees with the Com- 
pany upon payment of’ (reads down 
to the words ‘‘as securities aforesaid’’). 
That is rather to the contrary of my 
learned friend’s theory about it? A. 
—I would rather he and you would 
settle it. 

MR. NESBITT: Apparently that 
was what the writer had in his mind. 
whether he carried it out or not. 

MR. SHEPLEY: But the banker is 
bound to re-convey if they pay the 
lability. 

Q.—That agreement, I suppose, you 
were not aware of until recently. (Ex- 
hibit 488.)? A.—It did not come to 
my personal attention until much 
later. 

Q.—Now then we will revert to the 
Union Trust Minutes. (Exhibit 487.) 
Were you familiar with what was go- 
ing on, say in February 1905 with re- 
gard to the matter at all? A.—Yes, 
I ought to know all about what was 
going on in February 1905. 


_Q.—What, at that date. was the 
situation of the matter so far as vou 
are aware? A.—My understanding 
was that we were committed by con- 
tract to carry out the option for the 
purchase of these lands under the ar- 
rangement that had been made prac- 
tically at the outset. We had advanc- 
ed a large amount of money, and 
there were other large amounts of 
monev that remained to be advanced. 
That wes mv wnderstandine of the 
matter in general. 

Q.—Then I will deal with that from 
the standpoint of the land company to 
whose minutes I am able to refer. On 
the 28th February the Directors held 
their first meeting for a year, or a 
little more than a year. The Direc- 
tors of the Great West Land Com- 
pany do not seem to have met from 
the 23rd February, 1904, to the 28th 
February, 1905. On the 28th Feb- 
ruary, 1905, a meeting was held. The 
gentlemen present were Mr. Foster, 
Mr. McGillivray and Mr. Wilson, the 
three members of whe syndicate and 
the three members of the Executive 
Committee. The Minutes of the last 
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meeting were read and approved. The 
Annual Report of the Directors was 
adopted and ordered to be presented 
to the Annual Meeting of the share- 
holders. That is all the business 
that was done at that meeting, and we 
go to the Annual Report. This differs 
in some respects from the scheme of 
the Annual Report of the year before, 
and your Honors will see in a mo- 
ment how that is. Your Honors will 
remember that; in the year before 
they had treated their receipts as be-: 
ing the $1,400 paid by Mr. Scholfield, 
on account of his stock and the loan 
from the Trust Company, and they 
treated their expenditures as being 
just exactly what they had paid out 
through the hand of the Union Trust 
Company. This year the statement is 
put in a different shape, and pro- 
bably correctly so because of the in- 
tervention in the meantime of this 
arrangement with regard to the capi- 
tal stock. The capital stock $497,020; 
the Union Trust Company, Limited, 
advances $73.58; disbursements under 
the head, New Ontario Farm Site 
Syndicate stock $100,500. I> do 
not know that I need trouble you 
to give your assent to that, but 
it is convenient for the sake of go- 
ing upon the notes. The scheme of 
the thing was that that $100,500 of 
syndicate stock is the $95,000 that 
belonged to these gentlemen subject 
to the division, the $5,000 that went 
to Pope and Fowler, and the $500 
that went to the shareholders of the 
New Ontario Company? A.—That 
would all seem to be su. 

Q.—And that $100,500 is included 
in the receipts of $497,020? A.—Ap- 
parently. , 

Q.—The next item paid to C.P.R. 
for principal and interest $237,000. 
Then comes Pope and Fowler’s stock, 
$63,320. We get that by the $50.000, 
the $5,000 and the $8,320? A.—That 
is a debit on account of stock. 


Q.—Yes, that is stock that they 
have handed over to Pope and Fow- 
ler, $53,000, making a total of $116,- 
000 to Pope and Fowler. Then there 
are some expenses, taxes and the 
erading of the lands, interest on ad- 
vances less discount, some salaries 
and law costs, making the account 
balance, but making the balance of 
the advances going back to the re- 
ceipts $74.58? A.—Yes. 

Q.—There is also in the statement 
an account of the assets and _ the lia- 
bilities and the general scheme of 
that is indicated bv the items of as- 
sets; Land 202,577.49 acres. That is 
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not extended but under it are put 
these sub-heads; Syndicate stock 
$100,500; C.P.R. $709,021; Pope and 
Fowler $145,453.12. (Reads items.) 
That would seem to be intended to 
include as an asset in the value of the 
land not only the amount actually 
paid to Pope and Fowler in cash, not 
only the amount paid to the C.P.R. 
in cash, but also the stock distributed 
to Pope and Fowler, and the stock 
distributed to the syndicate, and that 
makes the lands, totally apart from 


' interest, axes, grading and sundries, 


which might be added, $1,022,944.33. 
That is their asset. It has cost them 
that in meal or in malt, in land, 
money or stock. To that are added 
sundry items of expenditure which 
are found in the disbursements, and 
the total then of their assets being 
the value as we have noted hitherto 
of their lands $1,066,748.32. Then, 
as against that the liabilities are the 
balance’ due on the land $569,654.74 ; 
the bank advances $73.58, and the 
capital stock $497,020. Then I take 
up the Minutes of the shareholders’ 
meeting at which this report was con- 
sidered. It. is at page 63 of the 
Minute Book, and the shareholders 
who were present were Mr. Foster, 
Mr. Wilson and Mr. McGillivray; no 
other shareholders present. Matthew 
Wilson, K.C., Vice-President, took 
the chair, and the Hon. G. E. Foster 
acted as Secretary. The minutes of 
the last General Meeting were read 
and confirmd. The Annual Report 
was read, ‘‘the directors of the Great 
West Land Company, Limited, beg 
leave to submit the following report 
(reads report down to the word ‘‘the 
Great West Land Company will con- 
tribute its share’). That refers to 
a descriptive property covering not 
only the lands which the Great West 
was interested in, but also these lands? 
A.—Yes. All the lands of the Great 
West Land Company. and the Union 
Trust Company were marked on one 
map, I think with differing colors, 
perhaps not, perhaps with the same 
colors. 


Q.—Then follows the financial] state- 
ment which I shall not go through. 
Then follows the election of directors, 
and the same nine gentlemen are 
elected. Then on the same day at 
page 111 the directors met, Mr. Fos- 


ter, Mr. McGillivray and Mr. Wil-— 


son, and the same gentlemen are re- 
elected to office, Sir John Boyd. Hon. 
Robert Rogers and Matthew Wilson. 
Then there is an item; the solicitors’ 
bill was presented and it was referred 
to Messrs. McGillivray and Foster. 
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Then on the 20th May, 1905, the di- 


~ rectors of the Great West Land Com- 


pany again met. That is at vp: 

66 of the minutes, and there rel pint 
sent the three members of the syndi- 
cate and Mr, Scholfield. Then there 
1S a minute here—I will pass that 
over with a question—the proposition 


‘was made for the leasing of certain 


sections of land for use by Euge 
Coste. The application ete chain 
ered and Mr. Coste, being present 
was conferred with, and it was re. 
solved that a separate privilege be 
granted for each of the sections— 
(reads.) The conditions of the lease 
were agreed upon and the lease was 
oy be ribraterd the ee of the 

mpany. 1 ou kn i 
about that? ARN Ein 

Q.—Do you know whether anything 
came of it at all? A.—I never heard 
of it at all. 

Q.—Do you know whether anything 
came of it at all? A.—I never heard 
of it at all. 


QI have not explained the word 
‘“‘orading.’’ I suppose’ everyone 
knows what grading means? ‘‘Where- 
as the Great West Land Company re- 
quires advances for the purposes of 
the Company not exceeding $9,000, 
therefore resolved that debentures be 
issued by the Great. West Land Com- 
pany not to exceed $9,000 (reads.) 
were you aware of that movement 
from the Great West Land Company, 
of which these three gentlemen were 
the Executive Committee, were you 
aware of that movement for recon- 
verting that transaction so far as 
the Union Trust Company was con- 
cerned? A.—I knew of a movement 
in that direction, but I did not sup- 
pose it started as early as that, but 
my memory was probably at fauit 
in that. 


Q.—The $9,000 here is not a fresh 
advance, but it is a sum including 
past advances? A.—It was our de- 
sire to have the matter take the form 
of a security, not only for any fur- 
ther advances that should be made, 
but as to all advances that had been 
made, and not stand as the holders 
of stock, and the matter was discuss- 
ed at various times, and this view 
was finally assented to by the gentle- 
men who were directly interested on 
the side of the Great West Land 
Company, and was finally consum- 
mated, although it was considerably 
later before it was consummated. 
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Q.—I take it from what you say 
that according to your recollection— 
and no doubt you are quite right— 
the movement to put the matter back 


into the old position of holding sec- — 


urity, and not holding stock origin- 
ated with the Trust Company? A.— 
Yes, 


Q.—With those who were in favor 
of your policy in the Trust Company 
Board? A.—In 1905 Dr. Oronhya- 
tekha went away early in the year, 
and before going away he sent a com- 
munication to the Trust Company, to 
the Board of Directors of the Trust 
Company, in substance stating that 
it was his desire that I should super- 
vise all the interests of the Trust 
Company in the North-West, includ- 
ing the timber interest, and in pur- 
suance of the_ responsibility which 
was put on me in that connection, 
I discussed the matter with Mr. Mc- 
Gillivray, Mr. Foster and other mem- 
bers of the Board, and indicated a 
desire to assume the position of 
simply a lender, having security for 
our money. In the meantime the 
grading of the lands had developed to 
such a point as to indicate that they 
were worth approximately $8 an acre 
according to the reports of disinterest 
ed parties that had been employed to 
grade, which was simply to examine 
each section of land, or quarter sec- 
tion, and report its condition and its 
value, and we wanted to assume the 
position of having security for our 
money and not have stock for it. 


Q.—Before you pass from that, was 
it intended at that time—was it in- 
cluded in what you speak of as stock 
which you did not want to hold? 
Was this bonus stock, the 237 shares, 
included? A.—No, I thought we 
had earned that by the advances we 
had made, as far ag I was concerned, 
although I attached very little im- 
portance to it. I think at that time 
we became somewhat concerned about 
the principal rather than about the 
profits, and I wanted to secure the 
principal, that was the first considera- 
tion. 


- Q.—Let me press you a little about 
that? A.—Pardon an interruption. 
You speak of my policy. The policy 
in this regard wags my policy only 
after I had conferred fully with Mr. 
McGillivray and Dr. Oronhyatekha as 
representatives of the Trust Company 
and they quite approved of the posi- 
tion I subsequently took, and it was 
in pursuance of the policy that we 
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had agreed upon after discussing the 
matter that I urged this policy. 
Q.—I speak of it as your policy 
for convenience sake, because you 
were independent as far as the Land 
Company was concerned? A.—Yes. 


Q.—And I am speaking of the pol- 
icy of those who were independent of 
the Land Company? A.—Yes, Mr. 
McGillivray quite agreed with the pol- 
icy from the stand point of the Com- 
pany and from the standpoint of the 
Foresters, as we represented the For- 
esters on the Board, that we should 
get security for our money, that it 
should be a first claim against the 
property, and not be subject to divi- 
sion with other stockholders, who had 
not, as we had come to understand, 
at that time paid for their stock. 


Q.—Or for the vicissitudes of the 
speculation? A.—Yes. 

Q.—I was only using the term 
“‘vour policy’ for convenience. A.— 
Yes. 

Q.—Now I want to press you a little 
about that. At that time the reports. 
which the Land Company had were 
that the land would probably average 
about $8 per acre. A.—$8 per acre. 


Q.—That, of course represents a 
very considerable profit? A.—yYes, it 
would represent $600,000 or $700,000 
of profit. 


Q.—Was that profit something which 
would have been better, assuming it 
to be equally certain, than the mere 
repayment of the money with inter- 
est? A.—Oh, very much, but I did 
not regard it as certain, as having a 
first claim on the property. I wanted 
to discount the chances and make a 
certainty of getting our money back 
with interest and was quite content 
to share to the extent of 3373 shares 
in the property—2374 and the 100 
the Doctor had. 


Q.—I quite accept what you say, 
that the movement proceeded from 
your side of the question rather than 
from the syndicate side? A.—Oh 
yes, the syndicate seemed to feel from 
the outset that they were exceedingly 
—doing us an exceeding great favor 
by allowing us to come in to partici- 
pate in the profits, and it was de- 
cidedly to their advantage that we 
should occupy the position of man- 
agers rather than _ stockholders, as 
their prospect of profits was thereby 
very greatly increased. 


Q.—That is what I had in my mind 
when I suggested to you a few min- 
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utes ago that the movement was pro- 
ceeding from the syndicate? A.—wNo. 

Q.—You tell me that that is not 
so, and I accept that fully? A.— 
No it was not. 

MR. NESBITT: Q.—They did not 
make a battledore and _ shuttlecock 
of their position? A.—No, if there 
was any vacillation it was mine. 

Q.—They did not, when it was 
doubtful, say ‘‘take stock,’? and when 
it was certain, ‘‘take mortgage?” A. 
—QOh no. 

MR. NESBITT: I do not want to 
appear to be butting in— 

MR. SHEPLEY: I think Mr. Ste- 
venson’s observation put it fairly. 

WITNESS: I think it is fair to 
say in that connection that we had 
practically decided upon a change of 
policy, and to get out of all sorts of 
investments of this kind. 

Q.—Then on the 19th July of the 
same year, 1905, there is a change. 
There was a meeting of the Board of 
Directors, page 112 of the minutes, 
at which there is a change in the 
secretariat. The Union Trust Com- 
pany resigns the secretaryship and 
Mr. Foster is appointed Secretary- 
Treasurer instead? A.—TI think that 
came about simply from this fact; 
we had practically come to the point 
where there was. going to be a mort- 
gage executed to the Union Trust 
Company, and I did not want to have 
the Union Trust Company appear as 
a party to make the mortgage; they 
were Secretary and Treasurer of the 
Land Company, and as officers of the 
Land Company their names would na- 
turally appear, and the solution of 
that was that the. Union Trust Com- 
pany resigned and Mr. Foster became 
Secretary-Treasurer. 


Q.—Then the next minute is the 
98th November and it is page 113, 
a meeting of the Board of Directors 
of the Land Company at which Mr. 
Wilson, Mr. McGillivray, Mr. Foster 
and Mr. Scholfield were present. The 
Secretary submitted to the Board a 
proposal from the Union Trust Com- 
pany offering to return to the Com- 
pany the stock heretofore taken there- 
in in payment of moneys advanced, 
and to accept a mortgage for all ad- 
vances and interest thereon to date, 
and you said a while ago you did not 
know the movement was so early. 
Perhaps this is the movement to 
which you refer? A.—What is the 
date of that? 

Q.—19th of November? A.—That 
is the one I had in mind. 

JUDGE MacTAVISH: 28th Novem- 
ber. 
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MR. SHEPLEY: Yes, I should 
have said 28th November. That is 
the one? A.—Yes, it was in fact 
earlier than that, because I sailed for 
England on the 15th November, and 
the matter was agreed upon finally 
before I went away. | 

Q.—And you seemed to be a little 
Surprised to find that there was a 
minute so early as that of the Land 
Company in which the question was 
suggested? A.—I had not that min- 
ute in mind. If I knew of it at the 


time it had gone from my memory. 


_ MR. SHEPLEY: Q.—Is that offer 
itself which you have referred to 


cavailable, Mr. Foster? 


MR. FOSTER: Which one is that? 

MR. SHEPLEY: It is here in the 
minutes. . We are able, perhaps, to 
refer to that now, by reference to the 
minute of the directors’ meeting of 
the 13th November, 1905? 

WITNESS: Is that the Trust Com- 
pany? : 

Q.—The Trust Company, and that 
I will read before going further with 
this. “The adjourned medting of 
the Board of Directors of the Union 
Trust Company was held in the office 
of the Union Trust Company at 2 
p.m. The same directors were pre- 
sent as were at the meeting of the 
7th.”” That would be yourself, Mc- 
Gillivray, Davidson, Ross, Wilson 
and Foster? A.—That was the day 
I left Toronto for New York to take 
the ship. 


Q.—I may refer to the meeting of 
the 7th, because this was an adjourn- 
ed meeting. The Minute of the 
meeting of the 7th, some discussion 
was had with reference to the Great 
West Land Company and the position 
of the Union Trust Company in re- 
lation thereto. This matter, how- 
ever, was left over to be taken up at 
the adjourned meeting. ‘Then on 
the 13th the same directors were pre- 
sent; ‘‘it was decided on motion by 
Mr. Stevenson, seconded by Mr. Mc- 
Gillivray that the Union Trust Com- 
pany should assume the position of 
mortgagee with reference to the ad- 
vances or payments to or for the Great 
West Land.Company’’ (reads down 
to the words ‘“‘as set forth in the 
agreement of the 22nd June, 1903’). 
That is put as your motion, seconded 
by Mr. McGillivray? A.—There is 
no doubt that the first move to take 
security was my motion and Colonel 
McGillivray seconded it. In_ what 
T said about the other matter I have 
no hesitation in saying that while I 
did not understand the other matter 
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was concluded or considered at all, 
I had no hesitation in saying the 
other gentlemen thought it was or 
that minute would not appear in that 
way. But I did not understand it 
in that way. 

Q.—You were not moving that? A. 
—I did not have that in mind. 

Q.—Do you say your mind was not 
directed to it, or that you had in 
mind the retention of that stock? A. 
—Well, I had not in mind the giving 
of it up, although I did not attach 
much importarice to it. The ques- 
tion that was in my mind was to get 
security, a first lien on the property 
for our advances. 
or soon after, there had to be about 
half a million dollars advanced. 

Q.—‘‘The solicitor was instructed to 
prepare the necessary papers to be 
duly executed by the officers of both 
companies.”’ That is the plan of 
the minute of the 13th November. 
Now, we will refer to the Minutes of 
the Great West Company. After the 
Secretary had submitted to the Board 
a proposal from the Union Trust 
Company offering to return to the 
Company the stock heretofore taken 
therein in payment of moneys ad- 
vanced, and to accept a mortgage 
for all advances to date, Mr. Wilson, 
the company’s solicitor, presented an 
agreement between the Union Trust 
Company and the Great West Land 
Company, (reads). Then there was 
a by-law authorizing the directors to 
borrow money and execute an agree- 
ment dated 28th November to the 
Union Trust Company, and a mort- 
gage to the Union Trust Company 
the same date, passed by the direc- 
tors 28th November, 1905. The ad- 
vance was really limited to $958,000 
as you told us yesterday? A.—Yes, 
that $980,000 was a maximum sum, 
understood to be quite sufficient, even 
more than sufficient, to cover all that 
had been or would be advanced. 


Q.—And it turned out the maxi- 
mum was not required? A.—Yes, the 
maximum was not required. $958,- 
000 odd was the maximum amount 
advanced. 

MR. SHEPLEY: Q.—Now then we 
come next to the documents them- 
selves. I put in first the by-law of 
the Union Trust meeting held on the 
28th November, Messrs. Ross, Foster, 
Wilson, Col. Davidson and Col. Mc- 
_ Gillivray being present. (Exhibit 
487.) Then follows the authority with 
respect to the assignment and sur- 
render of separate shares of stock. 
That is a separate by-law which I 
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need not read. That is the authority 
founded upon the resolution of the 
directors. Then we have similarly a 
by-law of the Great West Land Com- 
pany, which I have already read (Ex- 
hibit 490). Then comes the agree- 
ment of the same date, authority to 
execute which was given by both 
Boards, between the Trust Company of 
the first part and the Great West 
Land Company of the second part. 
The old agreement of the 22nd June, 
1908, is recited. The signatures on 
behalf of the Trust Company are Mr. 
McGillivray and Mr. Foster. The sig- 
natures of the Great West Land Com- 
pany are Mr. Wilson and Mr. Foster. 
You observe that this agreement, as 
does the resolution for that matter, 
specificially deals with the 2372 shares 
and the 100 shares, and it recites that 
the 2374 shares and the 100 shares. 
have already been re-assigned to the 
owners? A.—Yes. 

Q.—I suppose you were not aware 
of the terms of this agreement before 
it was executed? A.—No, I was not 
in the country when it was executed. 


Q.—Then when the resolution was. 


passed, which you were put down as 
moving, did you write down the re- 
solution or was it reduced to writing 
by somebody else? A.—Oh no, the 
meeting was a hurried meeting, just on 
the eve of my departure, and I have 
no doubt it was an oral one. 

Q.—And that somebody, perhaps— 
A.—I think the minute was made up: 
subsequently. 


Q.—Was there at that meeting in 
connection with the resolution, which: 
you are said to have moved, any dis- 
cussion, any mention, to your recol- 
lection, of this bonus stock being 
given up? A.—My recollection is 
that there was not. 
because when the matter came to my 
notice that it had been done, it was 
a surprise. I mav that I talked 
the matter over with Mr. Wilson 
since that time. quite recently, and 
Wilson thought I was a party to this 
agreement, and that I had approved 
of the agreement itself, and was very 
firm that the matter was within my 
knowledge. All I can say is that T 
did not understand it so. 


Q.—Of course When one looks at the 
terms of the instrument by which the 
Union Trust Company became entitled 
to the stock, one can as a matter of 
argument argue upon that as to what 
it means. A.—As it seemed to me, 


I simply say that. 
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we were to have the stock, whether 
we took the position of mortgagees 
or the holders of stock, and that in 
taking the mortgage security at a 
later date, when the conditions were 
very much more favorable from the 
standpoint of the shareholders, the 
original owners of stock, there was no 
reason why we should surrender, and 
as a matter of fact the matter has 
come up on the Trust Board recently 
and our people are prepared to assert 
their rights to that stock. 

Q.—Mr. Nesbitt asks me to put a 
question to you in this form: assuming 
that it will be stated by Mr. Foster 
that not only was the matter men- 
tioned, but that it was thoroughly dis- 
cussed before the resolution was pass- 
ed, would that change your view at 
vall, change your recollection? A.— 
That is rather an equivocal way to 
put it. I have given my recollec- 
tion. That cannot be changed. Mr. 
Foster will state his recollection. 

Q.—I should not have put the ques- 
tion on my own responsibility, but 
my learned friend wants it put. A. 
—And in saying that I may say I 
have great confidence in Mr. Foster’s 
word. 

Q.—Just one other question, and 
this one I father myself. If it had 
been present to your mind distinctly 
at the time of the discussion that that 
was the intention of what was going 
on, would you have assented to it, 
or would you have protested against 
it? A.—As I said before I did not 
attach great value to the stock, and 
IT am not prepared to say what I 
might have done. If it was absolutely 
necessary to forego the stock to get 
the security, as between the two I 
would, take the security. What I 
wanted was a first mortgage to begin 
with. J saw no reason why we should 
surrender the other, and if the only 
alternative was to take the one or the 
other, I should have taken the mort- 
gage. 

MR. SHEPLEY: Have you given 
some attention to the question of the 
stock book. Mr. Foster? 

MR. FOSTER: Yes. 

MR. SHEPLEY: Have you given 
all the attention you want to give? 

MR, FOSTER: Yes, sir. 

MR. SHEPLEY: Will you produce 


it now? 


MR. FOSTER: No, I think not. 


GEORGE E. FOSTER: Recalled, 


examined by Mr. Shepley. 
Q.—You still ‘decline, as I under- 
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stand you, to produce the stock book? 
A.—yYes. 

Q.—And I understand you to say— 
I do not want to evade that at all— 
I understand you to say that you do 
so because, in your judgment, the 
contents of it are not relevant to the 
work of this Commission? A.—Yes. 

Q.—Now, Mr. Foster, I want to 
put two or three considerations to 
you; in the first place you concede, 
I suppose, that your judgment as to 
the relevancy of these documents is 
no better in theory, though it may 
be better in fact, no better in theory 
than that of any witness who occupies 
the box? A.—I simply give my own 
judgment for what it is worth. 

Q.—I appeal to you asa public man, 
do you think it desirable in the in- 
terests of the administration of the 
affairs of this country that the priv- 
ate judgment of a witness should be 
the ultimate rule of production or 
non-production before a tribunal? A. — 
—That would all depend on circum- 
stances. 

Q.—What circumstances would it de- 
pend upon? A.—In my case I can 
point out, as I have told you, that it 
is not necessary in any respect to 
get at the security, the validity of 
it, the validity of the security which 
is held by the Union Trust Company 
and assigned by them to the Inde- 
pendent Order of Foresters—that is 
the Insurance Company. No refusal 
of any evidence whatsoever, in so 
far as it has been in my power to 
give it by personal information or by 
documents, has been kept from the 
Commission, which would tend to dis- 
close, down to the very lowest foun- 
dation of the security, everything in 
connection therewith, the lands, the 
cost, the valuations, everything in 
connection with.that, which go to 
show what a security is worth. Noth- 
ing of that kind has been withheld, 
or will be withheld so far as I can 
sive it to this Commission, It does 
not seem to me—and my own judgment 
must be given with great humility, 
and I give it simply as my own— 
that it is necessary for this Commis- 
sion, or within their nowers as laid 
down bv the Order in Council, on 
which their power is based—that it 
is not necessary for them to go into 
the stock arrangements of a company 
which is not related in any respect 
at all to the Insurance Company, and 
T cannot see what information can be 
got out of that which will help to 
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illustrate what seems to me to be the 
main thing to be illustrated, namely, 
the quality and nature of the security 
itself. Now, while I am saying that 
much—no I think that will probably 
be enough. 


Q.—I do not want to interrupt you 
because I want to be patient while 
you are speaking, and then I want 
you to be patient while I address you? 
A.—Well, I think that is all I care 
to say at present. If I care to say 
something else 1 suppose I shall have 
an opportunity. One thing I will 
say that in making that statement I 
make it with the utmost respect to the 
Commission. 


JUDGE MacTAVISH: Certainly. 


MR. SHEPLEY: Nobody doubts 
that? A.—I do it with the full know- 
ledge of what I think is required by 
a Commission investigating under its 
powers the subject committed to its 
care, and if I had known it were 
necessary in any respect to illustrate 
the validity of a security on which 
they are at present engaged, I should 
not withhold it. 


Q.—I do not want to prolong the 
discussion, but I want you if you can 
to see the view I am urging upon you, 
whether it is the right view or not is 
another matter; you are exercising 
your own private judgment and rely- 
ing upon that as to the relevance of 
the inquiry that is being made; that 
is right? A.—Yes. 

Q.—You are aware of course, that 
the Commission has ruled that the 
affairs of the Union Trust Company 
are legitimately the subject of inquiry 
here, you are aware that has been 
ruled ? A.—AIl the affairs of the 
Union Trust Company? 


Q.—Yes? A.—As to its common 
stock and its clients? 

Q.—yYou have heard the ruling that 
has been made? A.—I have not 
been aware of it. I supposed the 
ruling went this far; that in so far as 
any investments of or for the insur- 
ance company were concerned, that 
the Commission wished to follow them 
out to their ultimate destination. 


Q.—Were you not aware— A.— 
Allow me to say what I thought. 
But that with respect to the Union 
Trust Company itself, which is an 
entity of its own, which has its own 
clients, and which has its business 
with these clients, that it was not 
a ruling of the Commission that they 
were at liberty or thought it neces- 
sary to carry their investigations out 
on those lines. 
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Q.—Now then you were not aware, 
as [ understand you now, to say, that 
the ruling of the Commission extend- 
ed to this; that inasmuch as, speak- 
ing practically and as a practical 
man, all the capital funds of the 
Union Trust Company were Foresters’ 
money, that the dealing of the Union 
Trust Company with those funds was 
a proper and legitimate subject of 
inquiry here? You were not aware 
of that? A.—I cannot help but look 
at it in this light, if you will allow 
me— 

Q.—Were you aware that that was 
the ruling? A.—A ruling of the 
Commission. 

Q.—Yes? A.—I was not. 


Q.—You were not aware of that? 
A.—No. In fact I have never read 
the ruling of the Commission and I 
have an indistinct recollection of it. 

Q.—Would that ruling, if I asked 
the ruling of the Commission, and 
that ruling was given, would that 
shake your view, alter your view? 
A.—My view is this— 

Q.—You can tell me that shortly, 
because I want to get as near to you 
as I can in seeing eye to eye with re- 
gard to the relevance of this testi- 
mony? A.—Now, put your question 
again, please. 


Q.—If you had been aware that the 
ruling of the Commission was, that 
by reason of the great holding otf 
stock by the Foresters in the Union 
Trust Company, the dealing with the 
capital ‘funds so furnished by the 
Foresters to the Trust Company was 
a part of this inquiry, would it alter 
the position you have taken? A.— 
I do not think it would. -If I may 
be allowed, I will state this; that I 
think there is a very distinct differ- 
ence between the funds which were 
handed over to the Union Trust Com- 
pany to invest under the contract by 
the I.0.F. and the funds which be- 
came Union Trust Company funds by 
virtue of myself or any other sub- 
scriber, whether it be the I.0.F. or 
not, subscribing for and purchasing 
capital stock, which then became their 
investment, my idea would be that 
those moneys, when they went into 
the Treasury of the Union Trust 
Company, became the moneys of the 
Union Trust Company, a different 
entity altogether; so far as the con- 
tract with the I.0.F. is concerned, 
it must be guided both as to the na- 
ture of the investments and the man- 
ner of them by that contract. With 
regard to its own funds which accrued 
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to it by the purchase or payment of 
capital stock, whether it be the I.0. 
F, or any other subscriber, those were 
their own funds, and had a different 
scope of investment, and belonged ab- 
solutely to the Union Trust Company, 
and whether A. B. had 99 out of a 
hundred of that stock or had one out 
of 100 of that stock, it made no differ- 
ence so far as the entity and the 
powers of the entity are concerned. 
That is my view. Now with respect 
to the Commission, if you will allow 
me to say this, that the Commission’s 
powers though strong, must have a 
limit. There is a boundary beyond 
which they cannot cross, because they 
are formed and their powers are given 


to them upon an Order in Council in . 


this case and a Commission issued to 
them based on the Order in Council, 
and I ought not, neither do I think 
any man ought to be charged with 
contumacy of the powers of a Com- 


mission, because in his judgment the ~ 


Commission, from whatever purpose, 
from any purpose whatever, or for 
any cause whatever may go, or think 
they ought to go beyond the powers 
of that Commission. I must have a 
judgment with regard to those powers, 
even though it may be a very humble 
one and a very poor one. As a pub- 
lic man I think I do understand some- 
thing with reference to their inves- 
tigations—their methods and their 
bases. I am sorry I am not a legal 
gentleman, because then I could put 
this in a better way, in phraseology 
which a layman does not have at his 
command. As illustrative of this, 
will you allow me one more statement? 
I do not know what my standing is 
before this Commission at all. I do 
not know what rights I have. 


Q.—You have the rights of any 
witness who is put in the box. that 
much and no more? A.—Yes, I sup- 
pose. I suppose I have a right to 
answer questions put to me and none 
others. 

Q.—I am giving you the right to 
make your answers to me as complete 
as you wish? A.—Then, if I have 
that privilege or right, whichever it 
it, as illustrative of mv difficulty, I 
wish to state that vesterday a matter 
came before this Commission; you as 
prosecuting the inquiry had a witness 
before you. That witness was the 
President of the Union Trust Com- 
nanv and a member of the Board of 
Directors. You thoucht it right— 
T am not saving vou were wrong—to 
press the witness as to an anvrecia- 
tion of mv general condnct as Man- 
aver of the Union Trust Company. 
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The witness was loth to answer. You 
pressed the point, and at last he did 
cite an instance where, as he said, 
I had been disobedient to orders, and 
had made an investment contrary to 
the instructions of the directorate. 
Now, I suppose if £ have made one 
investment I have made thousands 
upon thousands of investments. This 
puts me in this invidious position, my 
character and conduct as the General 
Manager of the Union Trust Com- 
pany are impugned. The head lines 
that you saw this morning in the 
papers will show you exactly to what 
use it was being put, legitimately or 
illegitimately, I am not going to say. 
The only way I can put myself right 
is to review the whole situation and 
my whole conduct as the General 
Manager from the time I went into 
office till I went out, showing many 
mistakes, no doubt, showing, I hope, 
many considerations on the other side 
of it, which.on the whole might make 
me not a bad average Manager, judg- 
ed by results. To whom am I to call, 
if I have a right to put myself right, 
by going into my whole history as the 
General Manager of the Union Trust 
Company, to whom am I to appeal? 
I do not know that I have a right. 
I suppose strictly speaking I have 
not. I am forced then to take that 
imputation upon my whole conduct 
as Manager of the Union Trust Com- 
pany, or to seek some place where I 
can vindicate my whole Managership 
before a competent tribunal. If I 
am given the grace to do it here, 
what is my tribunal? One of its 
members is the Manager of a rival 
trust company, and it is certainly not 
saying too much to say that it goes 
to the line of unfair and unreasonable 
treatment to ask my conduct as the 
General Manager to be open to the 
investigation of what you might call 
a brother official in a rival company. 

Q.—You are getting away a little 
from the point? A.—I am not say- 
ing this with any lack of respect to 
the members of the Commission. 
am just stating what is the effect of 
it. 

Q.—We are straying from the point? 
A.—That illustrates my difficulty, and 
I am bound, as far as I can, to do 
something to protect myself. What 
it is I do not know. 

Q.—Just one question more. You 
are not losing sight of the fact that 
this particular investment is ear- 
marked as an investment of the For- 
esters? A.—It is ear-marked in this 
way; that it was a mortgage given 
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to the Union Trust Company and that 
the Union Trust Company in the 
course of its business assigned that to 
the Foresters. 

Q.—You are not losing sight of 
that? A.—I am not losing sight of 
that, and it is because I am not los- 
ing sight of that that yesterday I 
gave you all the documents in con- 
nection with the Great West Land 
Company, with the exception of the 
stock. 

Q.—Then just one other question— 
unless some other questions arises out 
of it—and I am done. You do not 
profess that you are any more en- 
titled to your private judgment than 
any other witness would be? A.—I 
suppose each witness has to be his 
own judge of that matter. I am not 
making any comparisons, Mr. Shep- 
ley, I do not wish to. 

Q.—I want you to, because you 
must see that if every witness can, 
upon his private judgment, take his 
own view and assert it, the functions 
of a Royal Commission would be very 
much curtailed and you might as well 
wipe the provision out of the statute? 
A.—Every case will have to be judged 
by its own circumstances. I occupy, 
IT think I may say here, a position a 
little different from some of the other 
witnesses that have been here. tl 
could give you the reasons why if I 
chose. I may before the Commission 
is over, and I am bound, as far as 
IT can, to protect myself. 

Q.—Then I have put every consid- 
eration before you that occurs to me 
to place before you, why you should 
comply with the request I have made 
You have finally declined as I under- 
stand it, and that is all I have to 
ask you at present? (No answer.) 

MR. SHEPLEY: I ask your Hon- 
ors to state whether my statement of 
your Honors’ ruling is correct. 

JUDGE MacTAVISH: I think so, 
Mr. Shepley. 

MR. SHEPLEY: Although the wit- 
ness has said that would not affect 


his conduct in respect of the matter. ° 


JUDGE MacTAVISH: Yes. 

MR. SHEPLEY: Then following 
that, in view of all that has passed, 
I ask a specific ruling with regard to 
these particular documents, the stock 
and the stock transfer book. 

MR. NESBITT: I suppose you will 
hear what is to be said in respect of 
that from the legal standpoint? 

JUDGE MacTAVISH: Yes, con- 
fining it to the particular stock book. 

MR. NESBITT: Quite so. It is 
quite in accordance with the view I 
enunciated to your Honors the other 
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day that the productions were made 
as of yesterday; as the facts develop- 
ed it appeared to me that came pre- 
cisely within what I endeavoured to 
put before you as my conception of 
the extent of the Commission. I do 
not think that view differed in the 
slightest degree from your Honors’. 
The question is if I properly inter- 
preted what your ruling was the other 
day, has a line of demarcation been 
reached under that or has it not? 
Now you have before you what facts? 
You have it placed before you, so far 
as the Great West Land Company is 
concerned— 


MR. SHEPLEY: Mr. Foster should, 
theoretically, be in the witness-box 
when the ruling is being asked and 
being given and he has an engagement 
at one o’clock. It is one o’clock now 
and we might adjourn. I want him 
to be here at two o’clock. 


(Adjourned till 2 p.m. this after- 
noon.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September. 
25th, 1906. 


MR. NESBITT: 1 was proceeding 
to point out whatthe discussion was 
before. The Chairman of the Com- 
mission said: ‘‘We are charged with 
the duty of tracing if We can the 
funds from the pockets of the policy- 
holders to their ultimate destination. 
We are further required to ascertain 
whether the funds, or any part of 
them, have been wasted or lost on 
the way. We are further to inquire 
as to the security that represents the 
funds. so contributed, and we should 
ascertain, if possible, whether those 
funds will be forthcoming when a 
claim thereto is established. Any- 
thing that contributes to the proper 
investigation of these particular sub- 
jects must be put at the service of 
the Commission.’? Then the Chair- 
man proceeds that they are not go- 
ing to make invidious distinctions be- 
tween companies and individuals. I 
supposed there was complete com- 
pliance. In the first place what have 
we produced? You have the docu- 
ments put in, the only evidence you 
have before you at the present moment 
upon which you can rule is the oath 
of Mr. Foster that this stock book 
has nothing whatever in it relative 
to this Inquiry. With that oath, un- 
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less entirely discarded, you are bound. 
What are the facts? The agreement 
put in between the Supreme Court of 
the Foresters and the Union Trust 
Company—and I need not make the 
point over again that I made, that 
the Union Trust Company as such, 
no matter whether you find that 993 
or 99 9-10 of the lands was purchased 
by the funds of the Foresters, if you 
or I— 

MR. KENT: Would you make the 
same distinction if not only 994 but 
100 was the case? 


MR. NESBITT: Personally, yes, 
because it is a distinct corporate en- 
tity; but with due submission the 
question you ask is beside the mark, 
because if you do find a bona fide, 
as you do have a bona fide investment 
of other people who are not connect- 
ed with the Foresters to the extent 
say of 40 shares—take Colonel David- 
son for instance, Sir John Boyd, Mr. 
Wilson and somebody else, I have for- 
gotten the name—that any one of 
those people can very properly com- 
plain that qua them, they belonging 
to an entirely separate and distinct 
entity, that in so far as transactions 
not relative to the Foresters’ money 
as such under the agreement between 
the Foresters and-these, that it is not 
your business to inquire. As for in- 
stance, let me illustrate: supposing 
the manager buys that 100 shares Un- 
ion Trust stock for the Union Trust 
Company; there is no pretence that 
that has anything to do with Forest- 
ers’ money. Would you inquire as 
to the personnel, for instance, sup- 
posing you had the personnel of the 
Union Pacific at the time of its crea- 
tion, as to its personnel? Where do 
you end? This document that was 
put in puts squarely under seal the 
principle under which the moneys are 
to be invested. First they are to re- 
port the investment that they- shall 
take for the Foresters. You have in- 
quired into all those so far as I know. 
Secondly, those are to be approved of 
by the Foresters themselves independ- 
ent of the representation upon the 
directorate of the Trust Company. 
and they can turn back on the Trust 
Company—of course in turning it 
back they would turn back in the re- 
lation of 15 to 10—they can turn 
back that investment and the Forest- 
ers refuse to take it. Any they do 
take are to be ear-marked and are 
ear-marked for the Foresters, and the 
Foresters have the guarantee as well 
of the Trust Company, treating it as 
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an entirely distinct and separate en- 
tity. Then you had first the two 
gentlemen, Pope and Fowler—not pre- 
tended they have any more connection 
with the Foresters than I have or one 
of you have—they get in 1903 an 
option from the C.P.R. on 200,000 
acres of land; that option apparenly 
by reason of the extraordinary rapid 
rise—we know what that has been in 
the last few years—they turn over to 
a syndicate, one of whom at least had 
no connection with the Foresters in 
the sense of being in any way a mem- 
ber of the Order, that is Mr. Foster. 
That syndicate again—you have taken 
all the ramifications through—at first 
were going to finance it through the 
Union Trust Company as mere agents 
for them. Then it takes the form 
ultimately of that syndicate buying 
in to the Ontario Land Company, 
some of those gentlemen, all:of them 
I think, still remaining in this Great 
West Company, but only for small 
amounts, they getting the whole con- 
trol of that. Then you have the fact 
that the Trust Company were to be- 
come for the amount of their loan to 
them—because the Great West Com- 
pany, take for instance Mr. Rufus 
Pope, what concern ‘have you got with 
what bargain he made with the C.P. 
R. with the bargains he made as a 40 
per cent. holder, whatever he was, 
of the stock of the Great West Com- 
pany—it is perfectly plain that the 
ultimate and net result of the trans-: 
action is as shown here that the Great 
West Land Company has a distinct 
and corporate entity. Not a share of 
that stock on the document—the 
Union Trust Company may assert they 
have a right to claim 2373 shares of 
it as stockholders in the company— 
but not a dollar of the money of the 
Union Trust Company is in that com- 
pany. The shares are represented 
by the profit of Mr. Pope and these 
other gentlemen ; if any profit ever 
is made it is made after the moneys 
are paid back and every dollar gets 
back to the Foresters. Until that 
mortgage. now about $800,000, he- 
cause $125,000 has been paid on it 
since, until that mortgage is paid off 
not a dollar of that stock is worth 
a cent; nothing can be realized from 
it, and when it is realized it cannot 
be pretended that that ever came 
from the money of the Union Trust 
Company, except in the sense of it 
having lent its credit, so to speak, 
to enable it to be financed. Now, 
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then, we come to the point, what 
possible interest can it be either to 
the public or this Commission, how 
can it be in any sense within the In- 
quiry of this Commission, which is 
limited to life insurance and life in- 
surance systems, the operations of the 
various companies chartered by the 
Parliament of Canada, or by any Pro- 
vince, and licensed under the Insur- 
ance Act, transacting life insurance 
in Canada, including expenses of man- 
agement, investment of funds and 
other allied questions? As to the 
investment of funds what possible in- 
terest or information can it be, what 
right have you to inquire as to these 
gentlemen since that mortgage, what 
their relations are? We know as a 
matter of history that there is a suit 
pending between some of them, Mr. 
Lefurgey, Mr. Pope and others, as 
to their affairs, but what interest can 
that be to you? It is not suggested 
that they have any connection with 
the Foresters. Upon what possible 
rule can it be, except for the mere 
purposes of exploitations? JI may say 
on behalf of Mr. Foster that as Sec- 
retary of the Company he feels, and 
has been so advised, that he has ab- 
solutely in the production of all these 
documents complied, and you have 
traced, you have it now in the form 
of a mortgage, you know what the se- 
curity is. The stock book throws no 
information as to that whatever, as 
to anything about the mortgage, be- 
cause it is non-assessable stock, it is 
not pretended it is not paid-up stock 
in the way that has been described, 
you have that information; as to how 
the present holdings are we say it has 
nothing to do with the Commission. 


JUDGE MacTAVISH: You concede 
this transaction we are now dealing 
with is a proper subject of inquiry? 

MR. NESBITT: No, I do not; on 
the contrary I think strictly it is 
not, but I desired to go to the very 
utmost limits. On that document you 
have there I submit your inquiry 
should simply have been to what, if 
any, securities held for the Foresters, 
and that would have been simple, you 
would have had the information that 
there was a mortgage to this amount 
held, just as if it might be from me. 
Supposing I had borrowed that’ money 
you might just as well inquire into 
my other debts and various other 
matters. I can see no possible dis- 
tinction: or as to whether I was liv- 
ing a temperate and sober life and 
so on; there would be more justifica- 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters, 
(George E. Foster, Ex’d.) 


tion in that, because you might say 
as to the value of the security the 
moral risk, so to speak, which does 
not exist in this case of this corporate 
entity. I was going to say if you 
want I am quite prepared that the 
Commission should see the stock book, 
if necessary, up to the date of the 
mortgage to see that the statements 
made in these documents are correct, 
to correspond with them. I am quite 
prepared you should see the stock 
book, if you want to, but I am not 
prepared unless Your Honors will 
rule, as every Commission in England 
has ruled, that when matters border 
on the private line it is for the in- 
formation of the Commission only and 
not for the information—we see the 
use this morning—absolutely unfair, 
if I may say so—by innuendo of sup- 
pression that is made of evidence be- 
fore this Court. It is not suggested 
even that a single dollar of I.0.F. 
or Union Trust Company ever went 
into that stock or that anything ever 
could be realized by anybody out of 
that stock until all this mortgage 
indebtedness is paid. 


MR. SHEPLEY: Of course the 
question is an important question. 
There is no objection in saying it is 
otherwise than an important ques- 
tion, but it is not possible that the 
private judgment of a witness should 
be substituted for the judgment of 
the Commission. The terms of the 
Statute are perfectly explicit. Chap- 
ter 114, giving the power to appoint 
a Commission and stating the powers 
which the Commission gives; the 
power of summoning before them any 
witnesses requiring them to give evi- 
dence on oath, oral or in writing, or 
on solemn affirmation, if they are 
persons entitled to affirm in civil 
matters, and to produce such docu- 
ments and things as such Commission- 
ers deem requisite to the full inves- 
tigation into the matters into which 
they are appointed to examine. If 
the jurisdiction of the Commission 
in determining what is relevant to 
any Inquiry. in which the Commission 
is engaged is to be handed over to 
gentlemen of no matter how high 
character and ability who occupy the 
witness-box, then the Statute had 
better be repealed. The next obser- 
vation I want to make is to deal with 
my learned friend’s argument upon 
the lowest ground upon which it is 
put. Here it is manifest that the 
funds of the Foresters are invested to 
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the extent of $958,000 in certain 
lands by way of mortgage. That is 
the final position the security has 
‘taken. The mortgage is a mortgage 
upon certain lands, and it contains 
the covenant of the Great West Land 
Company. I should have thought 
that if it were the case of a mort- 
gage by any company or any partner- 
ship or firm containing a covenant 
that it is directly within the prin- 
ciple which my learned friend is him- 
self contending for, that the composi- 
tion of the company, the membership 
of the firm, the people who are in 
charge of the property, the people 
who are in ownership and in man- 
agement should be fully disclosed, if 
you limit your Inquiry to the mere 
validity and prudence of a particular 
security. Here it is conceded that 
this particular mortgage is assigned 
or allocated to the funds of the For- 
esters in the hands of the Trust 
Company for investment, and it has 
been assigned so that the mortgage 
is now held by the Foresters, accord- 
ing to the testimony of Mr. Foster. 


JUDGE MacTAVISH: The Mort- 
gagors are? 


MR. SHEPLEY: The Great West 
Land Company. 


MR. NESBITT: 
composing it. 

MR. SHEPLEY: I want to know 
who the people are in ownership and 
control of this property and who are 
managing the company, whose coven- 
ant we have. That is putting it upon 
the lowest ground, but I do not of 
course desire to be understood as 
putting it upon that ground merely. 
Here we have this state of facts de- 
veloped so far. I take it that so far 
as the investment of capital stock is 
concerned, I take it that the fact that 
some two and three-quarter millions 
of doliars of the Foresters is invested 
in the capital stock of the Trust Com- 
pany, and substantially that is the 
whole of the stnck, because there are 
only forty or fifty shares besides— 


MR. NESBITT: Was. 


MR. SHEPLEY: Was at the time 
these transactions were going on, I 
take it the relevance of that Inquiry 
has been already determined. Then 
we have, conceding that, and indeed 
without that having the mortgage 
allocated to the Foresters we have 
this position of affairs; we have three 
persons who occupied fiduciary posi- 
tions, who were engaged in a specu- 
lative transaction—I do not use any 
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Stronger language because it is not 
necessary to—a transaction of a more 
or less speculative nature for their 
own benefit and entirely so far as 
now appears in the final results for 
purposes of their own. They are 
in a position upon the testimony of 
Mr. Stevenson, to control the finan- 
cial policy, so far as the Board of Di- 
rectors are concerned, of the Trust 
Company and they do control it. 
They reduce into possession because 
that is practically it, large sums’ of 
trust moneys and those are made the 
basis of the transaction of a more or 
less speculative mature, as I have 
described it, in which they are per- 
sonally interested. That is the evi- 
dence so far. That those interests 
have taken the form of capital stock 
in the Great West Land Company is 
a mere incident. I should have 
thought it was beyond all question 
that once that position is established 
one has a right to trace from end to 
end all the facts that have flowed from 
that diversion from legitimate pur- 
poses of the Trust funds. That is 
the proper ground to put it upon, the 
high ground to put it upon, the 
ground which I desire to be under- 
stood as putting it upon, though it 
may well be rested upon the narrow 
ground upon which my learned friend 
has argued. I do not know that it 
would be proper that I should say 
more with respect to the attitude of 
the witness. No doubt he is acting 
as he thinks he is entitled to act, but 
it is quite impossible that the judg- 
ment of this witness or any other wit- 
ness, no matter of how high standing 
he may be or how able he may be to 
form-an opinion, should be substitut- 
ed for the opinion of the Commission 
which the Statute vests in the Com- 
mission for the purposes of the public 
Inquiry. 

MR. NESBITT: Just a word, he 
has entirely mistaken Mr. Foster’s 
attitude; he is not substituting his 
judgement in the slightest degree— 


JUDGE MacTAVISH: No. 


MR. NESBITT: You have the facts 
before you; if any tribunal can say, 
and we are appealing upon the judg- 


‘ment of the tribunal—and unless you 


are going on a mere fishing inquiry, 
that it being apparent that there is 
not a dollar of money at stake in 
that stock, that it is created out of 
water entirely, so to speak. that the 
money represented is in that mort- 
gage and in that mortgage only, and 
it cannot be pretended for a single 
instance that there is one cent.— 
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JUDGE MacTAVISH: Should not 
we know who the mortgagors are? 

MR. NESBITT: You have the 
Great West, that is a distinct entity, 
and you have the authority of the 
House of Lords whom that is com- 
posed of is nobody’s business—suppos- 


ing I am a stockholder or fifty other. 


people in that, what difference does 
that make? You have the security. 
Idle curiosity may ask who the mort- 
gagors are, but that is not the mort- 
gagor, the Company is mortgagor; 


the various stockholders that compose. 


that great corporation can be of no 
interest or concern to you. IT am 
quite content if you. want to get at 
the original thing to show the stock 
book up to the point you got your 
mortgage, but as to what follows after 
that we submit it can only be for the 
purposes of curiosity. 

JUDGE MacTAVISH: The first 
question that we must consider is 
this, is the transaction that is now 
being investigated by the Commission 
a proper subject of inquiry under the 
Order in: Council? We think it is. 
We think we would not be doing our 
duty, we would not be carrying out 
our instructions as disclosed in the 
Order in Council unless this transac- 
tion was thoroughly inquired into. It 
follows from that that any book or 
document which will throw any light 
on the transaction in any of its de- 
tails should be placed at the service 
of the Commission. It is our desire 
that private interests should be re- 
spected, and they will be respected in 
so far as we can protect them, but 
this is a matter of public interest, 
and when the public interest inter- 
venes al] other considerations must 
give way. We recognize the posi- 
tion of Mr. Foster as Secretary and 
Treasurer of this Company, respon- 
sible in a way to his Board of Direc- 
tors for the proper execution of his 
duties, and the position that he takes 
is quite proper. I understand it is 
that it is no part of his duty to volun- 
teer information of that kind. So 
for his protection we can make a di- 
rection that these books should be pro- 
duced. Any matters of a purely pri- 
vate or personal nature not pertinent 
to this Inquiry need not be disclosed 
either to the Commission or to the 
public. 

MR. SHEPLEY: Then I re-call Mr. 
Foster. 

GEORGE E. FOSTER, re-called by 

MR. SHEPLEY: You have heard. 
and I trust appreciate the ruling of 
the Commission upon the relevancy 
of the documents I have been seek- 
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ing? A.—I have heard the ruling 
of the Commission and I appreciate 
their reasons. I do not forego my 
own private judgment in the matter 
such as I stated before as to the ir- 
relevancy. A remark which was made 
by you, whether for a purpose or not, 
rather inclines me to the position 
that I intend to take, to the effect 
that I might be thinking of sheltering 
myself by reason of public position 
or the like of that that I hold. 


MR. SHEPLEY: I did not intend 
to make any such remark? <A.—Jack 
is Just as good as his master in the 
Court, and it makes no matter what 
position a man has in public life or 
otherwise he should submit himself 


the same as if he has no position. I: 


shall have chances elsewhere probably 
to fight out the merits of the matter 
in a public way, but I do not see any 
use for me to contravene the decision 
of the Commission given by its Chair- 
man. I still think they are not rele- 
vant to it. I do not think you will 
get any information you have not 
already that will help to elucidate this 
case, but after the ruling of the Com-, 
mission I will produce the book. I 
have not it in my pocket, but I could 
have it in the morning. | 

Q.—I thought you had it here this 
morning? A.—yYes, I took it with 
me again and left it. 

Q.—It is not very far, is it? A. 
—No, not very far. I could send for 
it if there is a messenger available. 

Q.—Is it at your residence? A.— 
Yes. 

Q.—lIt will take them some time, or 
can you arrange to have it here soon? 
A.—It will take about half an hour, 
but I will send a note if there is a 
messenger. 

Q.—Then if you will do that? A. 
Very well. - 


ELLIOTT G. STEVENSON, exam- 
ination continued : 


MR. SHEPLEY: Perhaps we might 
have put on record the minutes of the 
Union Trust Company bearing upon 
this question which were omitted this 
morning because the book was not at 
hand. The first meeting of the di- 
rectors of the Union Trust Company 
subsequent to the minutes to which 
reference. was made yesterday after- 
noon was held on the 5th Sptember, 
and the only entry that is in that 
minute about the matter seems to be 
this: ‘Information was given by the 
Manager that the New Ontario Farm 
& Town Sites Syndicate had been 
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granted a change of name by the 
Provincial Government, and would be 
known henceforth as the Great West 
Land Company, Limited’’—that was 
at a time when you were not giving 
the matter any particular attention? 
A.—Yes. 


Q.—I have now come to the minute 
of the 26th March, 1904, being the 
minute of the meeting that took place 
after the correspondence had begun 
between yourself and Mr. Wilson. 
Present: Sir John Boyd, Mr. McGilli- 
vray, Mr. Wilson, Colonel Davidson 
and Mr. Foster. On motion of Col. 
John I. Davidson, seconded by Lieu- 
tenant-Colonel John A.’ McGillivray: 
It was resolved ‘‘that under and pur- 
suant to the mortgage agreement 
made between the Union Trust Com- 
pany, Limited, and the New Ontario 
Farm & Town Sites Syndicate, Limit- 
ed,’”? etc. (reads down to the words 
“subscribed therefor in the name of 
the company’’)? A.—It was evident- 
ly the action referred to in Mr. Wil- 
sons’ letter to me of March 26th. 


Q.—On the first October, 1904, an- 
other meeting of directors: Sir John 
Boyd, Mr. Ross, Col. Davidson and 


Mr. Foster. ‘‘The Union Trust Com- 


pany having elected to take stock 
representing the loan previously re- 
ported upon as number 232 on. page 
146 your Committee finds’’—this seems 
to be the report of the Inspection 
Committee—‘‘Your Committee finds 
that the Trust Company now holds 
2,201 paid-up shares of stock,’’ etc. 
(reads down to the figures ‘‘$93.68’’) 
—that would be apparently the 
amount of the advances up to that 
time? <A.+-I assume so. 


Q.—Then that would bring it down 
as far as we have been furnished with 
the minutes to the date of the re- 
construction of the relations between 
the two, in November 1905. I had 
already referred to the agreement by 
which the stock was surrendered, and 
on the same date was the mortgage 
which was referred to in both minutes. 
That mortgage recites the agreement 
of the same day: ‘‘By which the 
mortgagee surrendered or assigned or 
caused to be surrendered or assigned,”’ 
etc. (reads down to the figures 
1905’) Then comes the operative 
part. ‘There was a conveyance and 


mortgage to the mortgagee,’’ etc. 
(reads down to the words ‘‘both real 
and personal’). I see this mort- 


gage specifically includes ‘the 8,640 
acres? A.—I discovered that upon 
examination this year. 


Q.—Then it also covers and con- 
veys the right to unpaid calls on 
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stock; there were not any unpaid 
calls, were there? A.—Not that I 
was aware of. 

Q.—Then the mortgage is to be void 
on payment of the mortgage money 
with interest after llth Wecember 
1905, at 6 per cent., payable yearly, 
both before and after maturity and 
before and after default, until pay- 
ment of the said principal money se- 
cured hereby ; the principal money to 
be payable in 1910—that is it has stil] 
over four years to run according to 
the terms of it?) -A.—That wag at 
variance with my understanding as 
to what it was to be. My understand- 
ing was it was to be for one year, but 
ae abated as executed appears to 

ve been to re- 7ithi 
re Loe pay the money within 

Q.—Then there was a provision = 
mitting the mortgagor ts convey ‘the 
land or any part thereof provided that 
$4.90 per acre of the consideration 
money was applied in payment of the 
principal—were you aware of that 
provision? A.—I supposed that was 
what was intended as a release clause. 
If a portion of the property was sold 
that upon a payment of that amount 
a release would be executed for that 
ake 

-—You remember the amount 
was fixed, $4.90? A.—I did pout 
know at that time. 


Q.—That is written in, the mort- 
gage itself was blank upon that until 
the writing took place? A.—I sup- 
pose that was the amount of the in- 
vestment at that date, in fact I had . 
a computation made recently and 
with interest added to January Ist, 
1906, the investment representing the 
case we had advanced amounted to 
$4.86 per acre with all charges. 

JUDGE MacTAVISH: Adding in- 
terest? A.—Adding interest and all 
charges up to January Ist, 1906, the 
amount was $4.86, so that I take it 
that $4.90 was intended to cover the 
amount of our interest per acre. 

MR. SHEPLEY: Q.—I» other 
words if the land were sold for $8 an 
acre, say 1,000 acres of it, or 50,000 
acres of it, the acreage multiplied by 


$4.90 would give what must be ap- 


plied upon principal in order to get 
a release, and the balance might be 
applied as the mortgage provides, to 
interest money, commissions, taxes or 
other reasonable expenses or disburse- 
ments? A.—That was the interpre- 
tation I put upon it when I came to 
examine the instrument. 

Q.—Then there is a provision which 
is consistent of course with the ear- 
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lier provisions, though I do not quite 
understand the purpose of it: ‘‘The 
mortgagor may also make and collect 
calls upon stock?P’’ A.—It is pos- 
sible, and I think it is perhaps true, 
there was a small amount of stock 
that was subscribed for by Mr. Schol- 
field and perhaps by Sir John Boyd, 
and there may have been some other 
small amounts of stock that only a 
portion had been called in. I think 
since that time there have been pay- 
ments made on that stock to pay it 
in full. I cannot imagine what else 
that would refer to. 

Q.—The default provision is per- 
haps of consequence, having regard to 
the nature of the security. It is 
covenanted that ‘‘in the event of de- 
fault being made in any of the pay- 
ments heretofore provided for,’’ etc. 
(reads down to the words ‘‘may pro- 
ceed forthwith for the collection 
thereof’). Then there is a covenant 
for the payment of principal money, 
and then there is a special provision 
beyond and above the power of sale 
which is that if the mortgagor fails 
to make payments for the period of 
three months after written notice 
then the mortgagee may in its option 
and without legal proceedings declare 
the conveyance to be absolute and 
unconditional, and that the right of 
the mortgagor to redeem shall be ab- 
solutely and forever barred.’”? I do 
not know whether you would consider 
that a clause to which effect would 
be given? A.—It would not be un- 
der our law, but I supposed it being 
prepared by a Canadian lawyer he 
would have a it conform to the Can- 
adian law. We could not bar equity 
in that way under our law. 

Q.—I rather think not here? A. 
—Although it was the distinct under- 
standing it should be made pretty 
arbitrary as they had notice we would 
not tolerate any delay. 

Q.—This is not the executed mort- 
gage but it purports to be a copy 
of it, and I have no doubt it is an 
entirely correct copy. It is endorsed 
as ‘Settled at Directors’ Meeting 
28th November, 1905???  <A.—I be- 
lieve that is a copy of the instrument. 

Mortgage just referred to marked as 
Exhibit 492. 

Q.—Then I refer again to the min- 
utes of the other body, the Great 
West Land Company. On the 11th 
December, 1905, the Great West Land 
Company’s shareholders held a meet- 
ing. Sir John Boyd was present, 
Mr. Wilson, Mr. McGillivray, Mr. 
Foster, Mr. Lefurgey, Mr. Scholfield 
and Mr, Vandusen—we had almost 
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forgotten Mr. Vandusen, he was one 
of the original shareholders in the 
New Ontario? A.—TI have never had 
the pleasure of his acquaintance. 

Q.—And the Union Trust Company, 
Limited, present by proxy—that would 
not seem to have been proper on the 
llth December, 1905, because the 
conveyancing was on the 28th Novem- 
ber? A.—I was not in the country 
at that time. 


Q.—You have not any _ specific 
knowledge of what took place at that 
meeting? A.—No. 


Q.—This is the notice calling the 
meeting, probably it was right that 
the Union Trust Company should be 
represented because apparently this 
was the meeting at which the agree- 
ment was considered: ‘‘Take notice 
that a general meeting of sharehold- 
ers will be held on such-and-such a 
day for the purpose of considering the 
agreement between the Great West 
Land Company and the Union Trust 
Company, dated 28th November, re- 
lating ‘to the assignment and surrend- 
er of stock of the Great West Land 
Company and mortgage of same date,”’ 
etc. (reads to the words ‘‘of such 
agreement and mortgage’’). On mo- 
tion Mr. Vandusen was elected Chair- 
man, and Mr. Foster Secretary. The 
Solicitor of the company then read 
the by-law passed at the meeting of 
the Board of Directors held on the 
28th November, authorizing the exe- 
cution of the agreement dated 28th 
November, 1905, between the Union 
Trust and the Great West Land,’’ 
etc. (reads minute down to the words 
‘for the consideration of the meet- 
ing’). On motion of Sir John Boyd, 
seconded by Mr. McGillivray, the by- 
law, agreement and mortgage were 
adopted and confirmed. That was 
the nature of that matter at that 
time. We will just see what elements 
were present. Mr. Wilson, Mr. Mc- 
Gillivray and Mr. Foster were pre- 
sent—those were the syndicate— Mr. 
Lefurgey, he was one of the original 
vendors, Mr. Scholfield and the Chan- 
cellor were the members of the Board 
so far as we yet know by virtue of 
certain holdings of stock under that 
agreement ? A.—I am quite sure 
that whether that first thousand of 
stock referred to was purchased by 
them I know some stock was purchased 
and paid for by the Chancellor and 
Mr. Scholfield. 

Q.—That appears to be so as we 
saw with reference to Mr. Scholfield’s 
stock this morning; among the first 
receipts of the company were two 
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payments of $600 and $800 by him? 
A.—Yes. 

Q.—Then the other shareholders 
have a representative in Mr. Vandu- 
sen, and the Union Trust Company we 
know about its interests. Then we 
come to the minutes of the directors 
on the 27th February, 1906, prepa- 
ratory to the next annual meeting, 
at page 115. I do not know that 
there is more in that than the pre- 
sentation of the statement, the di- 
rectors’ report and financial statement 
of the year ending 3lst December, 
1905, was submitted and directed to 
be submitted to the annual meeting 
of shareholders. The meeting of the 
shareholders itself is at page 69: 
‘‘Pursuant to notice the annual meet- 
ing was held on the 27th February. 
Present, Mr. Foster, Mr. McGilliv- 
vray and Mr. Wilson’’—just the three 
gentlemen there. ‘‘Colonel McGilli- 
vray took the Chair and Mr. Foster 
acted as Secretary. The election of 
directors then took place, and the 
following were elecetd, Mr. Wilson, 
Mr. Scholfield, Mr. Boeckh’’—that is 
a new name, or rather it is a new- 
old-name—Mr. Foster, Col. McGilli- 
vray, Mr. Fowler, Mr. Pope, Mr. 
Lefurgey, and Sir John Alexander 
Boyd.’ Apparently Mr. Rogers went 
off the Board or was not elected to 
the Board and Mr. Boeckh was elected 
in his place? A.—I knew nothing 


about the internal arrangement of the . 


Great West Land Company. 

Q.—Then comes the Directors’ re- 
port, and that we will examine. ‘‘The 
statement appended hereto shows the 
financial position of the company dur- 
ing the year. The examination and 
grading of the lands belonging to the 
company has been completed. The 
following sales have been made :(a) 
Arrangements have been entered into 
with a Chicago firm for the sale of 
100,000 acres of our land taken in 
alternate sections throughout the 
whole block at our list prices’’—that 
would be the prices fixed by the grad- 
ing, ‘‘and a commission of 50 cents 
per acre??? A.—TI think the list prices 
were above the grading price, if I am 
not mistaken. 

MR. FOSTER: The fixed selling 
price. 

MR. SHEPLEY: I will be very 
glad if Mr. Foster will explain it at 
this stage? 


MR. FOSTER: There is a grade 


price and a list price; the grade price 
is what would be put upon the land 
by the examiners, but the list would 


vary from year to year as the land 


appreciates in value. 
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. WITNESS: It was my understand- 
ing that the list price exceeded the 
graded price? 


MR. FOSTER: Yes, in most cases. 


MR. SHEPLEY: ‘The Land De- 
partment of the Union Trust Com- 
pany,’’ etc. (reads down to the words 
‘‘propaganda’’). I suppose that is 
a matter which was quite independ- 
ently arranged of any of the existing 
transactions between them, it was 
quite an independent thing, employ- 
ing the Union Trust Company to sell 
or-to list the lands? A.—That pro- 
posal referred to was not consum- 
mated. The Chicago people, and 
with a view to expediting the sale of 
lands we organized the Land Depart- 
ment of the Union Trust Company 
to take over the sale of our own land 
and these lands, as I understood it, 
and Mr. F. W. Hodson was to be in 
direct charge of that Department in 
conjunction with Mr. Foster. 

Q.—And then the lands have been 
in the hands of that Department for 
disposition? A.—Since that time, 
most of them have been sold since.., 

Q.—Then there is a reference to 
the arrangement which had been com- 
pleted by which the stock formerly 
held by the Union Trust Company 
had been surrendered (reads). Then 
comes the financial statement, and 
that I want to refer to just briefly. 
That departs again from the method 
of either of the previous balance 
sheets. The receipts and expenses do 
not appear at all, but assets and lia- 
bilities only. You remember that the 
lands stood then as assets at a book 
value of $1,066,748 at the end of 
1904 and at the end of 1905 that has 
appreciated so that it is $1,140,430.- 
74. That of course is arrived at by 
adding to what the land had cost 
them at the end of the year what 
they have cost them during the year? 
A.—Yes; interest is added and all 
expenses. 

Q.—And then among the liabilities 
appears the final liability to Pope & 
Fowler, the final liability to the 
Canadian Pacific Railway, both of 
which have become extremely small, 
and the large mortgage of 958,000 
odd dollars to the Trust Company? 
A.—Yes. 


Q.—And the liabilities to the share- 
holders are $162,820? A.—yYes. 

Q.—Have you any control of affairs 
in the Union Trust Company at all 
now, will they do what you tell them 
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to do, or will they not? A.—I think 
they will if it ig anything in reason. 

Q.—Mr. DuVernet not being here 
the gentleman in charge there will 
neither give us the minutes or copies 
they have made? A.—I would be 
very glad to go to the ’phone and 
adjust that. Here is something that 
has been sent, and if that is not suffi- 
cient the minute will be here them- 
selves. I do not mean in what I have 
said that I control the Union Trust 
Company by any means. 

Q.—But your word is probably more 
influential than mine would be? A. 
—I think perhaps that is true. 

Q.—Just completing the minutes 
you will recollect that this morning 
under the date of 1905 we found a 
minute of the Great West Land Com- 
pany showing that they desired to 
borrow $900,000? A.—Yes. 


Q.—That was the movement which 
you said was a little in advance of 
your recollections? A.—Yes. 


Q.—I see on the 20th May, 1905, at 
a meeting of the directors of ‘the 
Union Trust Company were Colonel 
McGillivray, yourself, Mr. Foster, 
Mr. Wilson and Colonel Davidson are 
said to have been present, it was re- 
solved that the Union Trust Company 
advance to the Great West Land 
Company from time to time an 
amount to not exceed $900,000, to be 
be secured by bonds based on a first 
mortgage of all their property, and 
bearing interest at 6 per cent. per 
annum? <A.—Yes, no doubt that oc- 
curred; it had gone from my memory> 
I had in mind the latter. 

Q.—It seems to have been ripe at 
that time? A.—Yes. 


Q.—I have read the minutes of the’ 


7th November and of the 18th No- 
vember at the adjourned meeting 
dealing with that release and mort- 
gage. Then I put in, I think I have 
already read it, but I put it in at 
ail events, the minute of the 28th 
November, 1905. Then trying to pre- 
serve as far as I can the chronolo- 
gical order I take the directors’ min- 
ute of the North-West Land Company 
and the _ shareholders’ meeting to 
which we have just referred, page 
116, immediately after the annual 
meeting February 27th, 1906. Pre- 
sent, Mr. Foster, Mr. Wilson, Mr. 
McGillivray. On motion the follow- 
ing officers were elected for the year: 
The President is Mr. McGillivray. 
Vice-President Mr. Wilson, the Sec- 
ond Vice-President, Mr. Scholfield; 
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Secretary-Treasurer, Hon. George HE. 
Foster—I see the Chancellor then re- 
tired? A.—Yes.. . 

Q.—I think we have practically 
concurrent minutes for the next trans- 
action. On the 30th June, 1906, the 
Great West Land Company had a 
Directors’ meeting. Mr. Wilson, Mr. 
Foster, Mr. Scholfield and Mr. Le- 
furgy—at that date I think Mr. Me- 
Gillivray had gone away? A.—Yes;. 
Mr. McGillivray had been ill since 
early in. May. 

Q.—The Vice-President, Mr. Wil- 
son, took the Chair. The Secretary 
read the following report (a) and (b) 
which upon motion were approved—- 
are those reports available, Mr. 
Foster? They are reports you read 
in June last to the other directors 
of the Great West Land Company, 
are they extant? If so we might see 
those if it is convenient. 

MR. FOSTER: Very well. 

MR. SHEPLEY: These reports up- 
on motion were approved. “On 
motion the transfer of acres of 
land from the C.P.R. were approved 
by the Board. On motion it was 
resolved that G. P. Scholfield be ap- 
pointed on the Executive Committee 
in place of Mr. McGillivray, absent 
on account of illness, ete. (Reads 
down to the words ‘‘Mr. Hodson.’’) 
That is Mr. Foster would act in con- : 
sultation with Mr. Hodson of the 
Union Trust Company in connection 
with sales of these lands? A.—Yes. 


Q.—‘‘The Board was of opinion 
that sales should be pushed with 
vigor, but not to the sacrifice of 
lands,’’ etc. (reads down to the words 
‘the meeting then adjourned.’’) 
Then in the other minutes on the 
3)lst July, 1906, appears a minute 
of the Union Trust Company, and as 
you were present I will just ask you 
for an explanation of the minute. 
The gentlemen present were Mr. 
Charles McGee--that was after the 
change—Mr. Wilson, yourself, Colonel 
Davidson and Mr. O’Grady and the 
Hon. Mr. Ross—Mr. O’Gradv came in 
with the new blood? A.—Yes. 

Q.—‘‘Mr. Wilson stated that cer- 
tain purchasers from the Great West 
Land Company of blocks of land had 
given promissory notes in favor of 
the Union Trust Company which had 
not been paid in full at maturity 
and the Great West Land Company 
had given instructions that proceed- 
ings be taken to obtain immediate 
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payment,’’. etc. (reads down to the 
words ‘‘necessary proceedings’’)—do 
you remember that? A.—Yes. 


Q.—What was that about? A.— 
There had been 100,000 acres of land 
sold, and for a part of the purchase 
price notes of the purchasers were 
taken. 

Q.—Were they sold en block? A. 
—Yes, 100,000 acres in alternate sec- 
tions. 

Q.—Was that the same Chicago 
firm ? A.—No, it was a sale that 
followed that. That note as I re- 
collect it, matured for part of this 
payment July first. It had not been 
met, and we were insistent upon hav- 
ing the money, and the Great West 
Land Company through Mr. Wilson 
asked for permission to bring suit 
to recover on that note. We did not 
want suit brought in our name, and 
therefore the method of transferring 
it back to the Great West Land Com- 
pany to bring suit if need be was 
adopted. It became unnecessary how- 
ever to do that. 


Q.—I see at a meeting of the di- 
rectors of the Trust Company on the 
28th August last there is a minute 
which I will read to make the record 
complete. ‘‘The President,’’ that is 
Mr. McGee, ‘‘on behalf of the Com- 
mittee with reference to the amount 
to be paid by the Great West Land 
Company for the sale of their lands 
in the North-West reported progress’’ 
—that seems to be the end of the re- 
cord? A.—That was simply a matter 
of getting an adjustment for the com- 
pensation that the Union Trust Com- 
pany should have for their part in the 
sale of lands of the Great West Land 
Company. We had our loan of 
course. Mr. Hodson had been giving 
his time and his assistance in con- 
nection with Mr. Foster to the sale 
of these lands, and the question arose 
as to the proper compensation for the 
Union Trust Company in that re- 
gard. ae 

Q.—Then the present position of the 
mortgage is—I am not sure you did 
not tell me in outline, at any rate— 
we had better have it here—what is 
the present position of things with 
the Great West Land Company? A. 
—They owe us $837,487. 

Q.—They owe you that yetP A.— 
Yes; there have been sales made that 
have not been completed, and the 
sums of money paid on account of it 
as an earnest money have not been 
yet applied, but of the money actual- 
lv applied there is a balance to date 
of $837,000. 
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Q.—Have you released any land 
from that mortgage by virtue of the 
provisions we were looking at a mo- 
ment ago? A.—None whatever. I 
may say all the lands are still sub- 
ject to our mortgage. 


Q.—You have received the difference 
between $958,000 and the 800,000 odd 
dollars? A.—Yes. 


Q.—But nothing has yet been re- 
leased in respect of it? A.—No; 
the outstanding contracts of sale re- 
present nearly $1,200,000, and in that 
connection [ would be very glad if you 
will permit me to say that there have 
been 180,960 acres of this block of 
land sold. 80,960 acres were sold at 
an average price of $7.69 net; 100,- 
000 acres, that is 100,000 acres in al- 
ternate sections were sold at a price 
of $6.50, making the average net price 
for the 180,960 acres sold, $7.03, and 
leaving according to my figures or 
the figures in our office 25,840 acres 
unsold. That would make about 
205,000, 202,000 in some place has 
been named asthe amount. The cost 
on the first January was $4.86, with 
interest added. Adding interest from 
January first up to say first Septem- 
ber would bring it up to: practically 
$5.03, making the net profit of $2 per 
acre on the 180,960 acres that have 
been sold, or in all $362,000 or $363,- 
000. Those 25,840 acres are not yet 
sold, but I am advised by Mr. Hodson 
who is in the West that those 25,000 
acres will probably be sold within the 
next thirty days. 


Q.—Can you state a probable price? 
A.—We expect to realize the net price 
or $7 an acre. 


Q.—There will be for somebody, 
whoever is entitled to it, after— A. 
—A profit in the neighborhood of 
$400,000 after we are paid off in full, 
and of that amount we claim the per- 
centage that 3373 is to the 1,500 or 
1,600, and in that regard my posi- 
tion is simply this that even though 
it were conceded that I consented to 
the relinquishment of that stock, I 
was one of four or five, it: was just 
as much the duty of the other four to 
protect the Union Trust Company as 
it was my duty; therefore even if it 
were conceded I assented to that it 
would not affect the right of the 
Union Trust Company to the 337% 
shares of stock. 

Q.—And perhaps you would advance 
the contention that the giving up of 
that stock was absolutely without con- 
sideration? A.—Yes, and_ wholly 
upon the other ground that the par- 
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ties in interest who voted the stock 
to themselves could not do it legally, 
even though with my consent, and 
therefore we insist we shall have 
whatever share that profit is in the 
relation of 33734 to the total amount 
of the outstanding stock, about 1,600. 

Q.—Are you proposing to claim the 
stock as ear-marked at all into the 
hands of anybody in whose hands it 
may be found? A.—Yes; it is our 
purpose to follow that stock and to 
insist upon having our share of the 
profit on that transaction, that is 
upon the settled position of the Union 
Trust Company with reference to that 
transaction. Of course we are in- 
terested in that to the extent of two- 
fifths of the stock at the present time; 
aS Foresters we are interested in the 
Union Trust Company to the extent 
of two-fifths of the profits; we still 
have a million dollars of stock in the 
Union Trust Company, and as For- 
esters are desirous of having that 
stock— 

Q.—I do not know that you could 
not perhaps—I only make the sug- 
gestion, and it is not of course very 
valuable, but I do not know you could 
not ear-mark that stock as the trans- 
action has taken the shape of mort- 
gage assigned to the Foresters? A. 
—TI should be very glad to do that; I 
thank you for the suggestion. 

MR. SHEPLEY: I think it is pro- 
per before I go into this stock book 
and make it public that I should make 
some examination of it. 


JUDGE MacTAVISH: Yes. 


MR. SHEPLEY: I leave that ques- 
tion for the present to proceed to 
another matter. 

Q.—You told me yesterday when 
you interposed objection to the Que- 
bec limits, a transaction which fell 
through because the limits turned 
out not to be good, you said that 
was the origin of another transac- 
tion? A.—Yes. 

Q.—And I want you now to tell us 
as fully as you can what the other 
transaction was you had in mind? 
A.—So far as my information goes 
I will be very glad to do that. The 
next I heard of the Quebec trans- 
action after the initial talk I re- 
ferred to and the tacit understanding 
that we would, if the investigation of 
the property proved satisfactory 
undertake the venture, was_ that 
Messrs. McCormick and Irwin, who 
were to investigate the property, were 
not satisfied with it, and therefore 
that was abandoned. A little bit 
later, it may have been one month 


15la 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters, 
(Ek. G. Stevenson, Ex’d.) 


or two months, I cannot recall, but 
the first paper bearing upon the sub- 
ject I think is dated in October, 
1903, I was informed there was a 
timber proposition that was proposed 
by the same parties, Messrs. McCor- 
mick, Irwin and Fowler, in British 
Columbia. It proved to be the pro- 
perty that I understand and shall 
speak of as the Shields-Ryan pro- 
perty. 

Q.—You are speaking of a date now 
in what month? A.—I think the 
option taken jis dated October, 1903. 

Q.—Go on, Mr. Stevenson? A.— 
That matter was broached practical- 
lv, as I understood it, to take the 
place of the other one if it should 
prove satisfactory; whether there was 
any formal action taken or not I 
have no recollection. 

Q.—Let us get first, if you please, 
the shape in which the Quebec timber 
transaction was to go through if it 
had gone through? A.—Messrs. Ir- 
win, McCormick and Fowler were to 
assume 49 per cent. of the invest- 
ment; for that they were to give 
their covenant by note or otherwise 
as shouid be found best, secured by 
their interest in the property. The 
other 51 per cent., which would be 
a controlling interest so far as stock- 
holding was concerned, was tobe as- 
sumed by the Union Trust Co. as 
owners. 


Q.—The Union Trust Company 
would find the money for the whole? 
A.—yYes, loaning to McCormick, Ir- 
win and Fowler 49 per cent. of the 
amount, and they were in addition 
hecoming liable for 49 per cent. of 
the initial cost, were to become liable 
for the same percentage of any ad- 
vance that should be made by the 
Trust Company to the venture, and 
for any losses that might be suffered 
in connection with the venture. 

Q.—Before you pass on to the 
Shields-Ryan property I think you 
said yesterday that of the three nam- 
ed there was one whose covenant was 
said to be very good? A.—I under- 
stood two, I understood that both 
Mr. McCormick and Mr. Irwin’s 
covenant would be good ,and I did 
not know anything about Mr. Fowl- 
er’s. but I understood the covenant 
of Mr. Irwin and Mr. McCormick 
would be good. 

Q.—We will come back to October, 
1903? A.—The Shields-Ryan _ pro- 
perty, as I speak of it, consisted of a 
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saw-mill on a site containing about 
25 acres of ground at Kamloops in 
the Province of British Columbia. 


They had something over 100 square - 


miles of Dominion timber limits. The 
proposition was to purchase that pro- 
perty, sawmill and timber limits, 
at $225,000, the representation being 
that there wag in the neighborhood 
of 500 million feet of standing tim- 
ber, all accessible to the mill, and of a 
ood class. 


Q.—Let me interpose a question 
there, who brought the proposal be- 
fore the Trust Company, as you have 
been informed or understood? A.— 
My understanding was it was Mr. 
Fowler who brought the matter, and 
it came to us through our manager. 


Q.—Mr. Fowler brought the matter 
to the notice of the then company 
and the manager, Mr. Foster, brought 
it to the notice of the Board. A.— 
That was my understanding. 


Q.—And the proposition was to 
purchase the Shields-Ryan mill pro- 
ra and the Shields-Ryan limits? 

PY es, 


Q.—For $225,000? A.—Yes, and we 
paid $225,000 in hard cash for it. 


Q.—That is the Union Trust Com- 
pany did? A.—Yes. 


Q.—Were the parties to the trans- . 


action to share in the proportion of 
49 and 51? A.—Yes, as finally agreed 
upon it was to be in the form of 
stock, to organize a company, which 
we did under the name of the Kam- 
loops Lumber Co. with capital of 
$500,000 ; the $225,000 was to pay for 
he property and so much of the addi- 
tional capital stock as might be need- 
ed for working capital would be used 
for that purpose. 

Q.—But the capital stock was to be 
aitogether $500,000 and was it intend- 
ed at that time to bring the public 
in, or were the Union Trust Company 
and these three gentlemen to be 
stockholders? A.—I never heard of 
any suggestion to invite the public 
at all. 


Q.—Well then was it the intention 
that the company when formed should 


not only own and operate the mill, - 


cutting the timber upon the limits 
that were then in existence, but that 
if necessarv or found desirable. that 
there should be further properties 
purchased with a view to facilitating 
the operations of the mill? A.— 
There was no thought at the outset 
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of purchasing additional property. In 
the beginning we had no thought of 
anything beyond the Shields-Ryan pro- 
perty, involving the $225,000. 


Q.—And ‘that proposition was to 
be worked out by stock of the com- 
pany to the extent of $500,000, using 
the other $275,000 if necessary? A. 
—As working capital. 


Q.—Was Mr. Fowler taking part in 
the plan-making that was going on? 
A.—Mr. Fowler was to be represented 
with McCormack and Irwin in the 49 
The Union Trust Company 
was to hold the 51 per cent. 

Q.—Then who was to act for you 
all in negotiating ‘the transaction 
and bringing it about? A.—As 
understood it Mr. Fowler was to se- 
cure the option and Messrs. Irwin 
and McCormack were to go and ex- 
amine the land; that is the timber; 
to see if the timber as represented 
was there, and generally overlook the 
condition, to see whether it was a de- 
sirable project to. engage in. 


Q.—You say Fowler was charged 
with the duty for you all of negotiat- 
ing the operation as you called it? 
A.—That was my understanding that 
Fowler was acting with us and for us. 


Q.—You were not taking part in 
the negotiation directly yourself? A. 
—Not at all. 

Q.—Nor anybody else? A.—Not at 
all. We were entrusting that to 
Fowler. 

Q.—Who had introduced the propo- 
sition? A.—He had introduced the 
proposition. We had agreed to fur- 
nish the money, if the proposition up- 
on investigation proved to be satis- 
factory upon the conditions I have 
named. 


Q.—Did you have a report upon the 
negotiations? A.—Yes, Messrs, Mc- 
Cormack and Irwin both went to 
British Columbia, both examined the 
property and returned and recom- 
mended its purchase. Upon their 
recommendation it was purchased. 


Q.—About Mr. Fowler, did he con- 
duct the negotiations contemporane- 
ously with the examination of the 
property, or how was that? A.—Mr. 
Fowler had taken an option that gave, 
T think, three months in which to 
examine the property, or at least 
they had the right at any time within 
three months to exercise the option, 
the right of purchase, and the investi- 
gation was made in the meantime, 
during that three months, so that the 
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option being dated, I think, in Oc- 
tober, the transaction was completed 
about the end of the three months, 
in the following January. 


Q.—Did you see the option? Had 
you physical possession of it, so that 
you were able to speak of its con- 
tents? A.—I have seen it since. I 
cannot say that I saw it at that time. 

Q.—I would like to have the papers 
with reference to this transaction. I 
am told—and I only say it because I 
am told—that the Union Trust Com- 
pany and Mr. Foster are in charge of 
this 


MR. NESBITT: I do not know. 


MR. SHEPLEY: Mr. DuVernet 
will have the papers. I want all those 
things. I want a general produc- 
tion of all the books and documents 
belonging to the company. 

Q.—I understand that Mr. DuVer- 
net, knowing that we were thinking 
of examining into this transaction, 
thinks it is within the scope of the 
inquiry. I have not concerned my- 
self to ask anybody else about it? A. 
—If there is any difficulty about it, 
if you will tell me what you want i 
will try and get it. 


Q.—You have spoken of the option? 
A.—Yes, I have seen the option, and 
J know that it provided for the pur- 
chase of the property at $225,000. I 
have a copy of the agreement that 
followed that, if you care for that. 


Q.—Yes, I will take what I can get 
as fast. as I can get it, and ask for 
more? A.—You gave me notice to 
produce what I had in the way of 
copies, or Mr. Tilley did, and I gath- 
ered together what papers I had on 
the subject. If I have not a com- 
plete set I will endeavor to get the 
rest. I have. not a complete copy of 
the matter, but I will endeavor to 
get that. 

Q.—This is apparently an _  in- 
denture. If there is anything earlier 
in connection with this I would rather 
take them chronologically? A.—yYes, 
there is an option, but I have not it 
here, that is the only paper earlier 
that I know of. 


Q.—We will take this because I sup- 
pose this superceded the option in the 
end. This is made on the 28th Janu- 
ary, 1904, and is between Peter Ryan 
— A.—Pardon me, I would like to 
make a correction. My impression 
is, upon reflection, that the option 
is for $250,000, but it included some 
property that was not finally taken. 

Q.—I am reminded that before I 
look at this we had better look at the 
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minute of the Union Trust Company, 
which precedes this, the minute of 
the 19th December, 1903. <A propo- 
sition was laid before the Directors 
by the Manager in reference to pro- 
viding money for the purchase and 
working of certain timber berths in 
British Columbia, as described in a 
memorandum of agreement entered 
into between Peter Ryan of Toronto 
and George W. Fowler of Sussex, 
giving an option to the latter by the 
former (reads) that seems to be the 
first minute bearing upon the sub- 
ject? A.—Yes. 


Q.—That refers to the option and 
we will have the option later. That is 
the 19th December. Then on the 
26th January this bargain is made 
between Peter Ryan and George W. 
Fowler. Peter Ryan is called the 
vendor and George W. Fowler is 
called the purchaser, and I see Mr. 
Ryan is described as the Registrar 
of the Eastern Division of Toronto, 
a very well known man here, is he 
not? A.—I understand so. 


Q.—Who is Mr. Fowler, do you 
know? A.—I only know by reputa- 
tion. He is a member of Parliament, 
who resides at Sussex, in the Pro- 
vince of New Brunswick. 


Q:.—‘‘Witness that the vendor here- 
by sells to the purchaser, and the pur- 
chaser hereby purchases from the 
vendor.”’? This is the concluded ar- 
rangement and excludes any property 
that was not taken over under the 
option? A.—The amount was reduced 
from $250,000 to $225,000 by the 
omission of some property that was 
originally included in the option. 


Q.—(Reads.) Now 129 miles of 
Dominion timber land; that is one 
description. Also two square miles of 
Provincial timber limits now being 
operated by the vendor or the Ash- 
croft Company. (Reads.) That is 2 
square miles being operated, probab- 
ly not by Peter Ryan, but by the Ash- 
croft Company? A.—They were prob- 
ably getting their logs for the sea- 
son from that small piece of Pro- 
vincial limits. 


Q.—Is that a copy? A.—Yes. 


Q.—I will mark it for identifica- 
tion, Property No. 1 and Property 
No. 2 and.the 3rd Property is the 
mill site at Kamloops, being 25 acres 
more or less, together with the mill 
and property thereon (reads down to 
the words ‘20th October, 1903’’). A. 
—That was the date of the option. 


ee 
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Q.—Those three properties are 
described, the Dominion timber limits, 
the two square miles of Provincial 
iands and the mill and plant? A.— 
Yes. 

Q.—Then it says ‘“‘together with the 
right of the said Ryan to select other 
timbers in the place of any other 
already selected’? (reads). You know 
what that refers to? A.—There was 
on one of the limits especially in the 
selection that had been made, or 
within the boundaries of a certain 
limit, some land which did not have 
very much timber upon it, and it was 
understood that Ryan had the right 
to make some selection of other tim- 
ber in the place of that in same 
other timber berth, and that we were 
to get the benefit of Ryan’s right in 
that regard. 

Q.—I wiil call that No. 4 because 
it is distinct from the rest. Then 
No. 5 “the vendor also sells to the 
purchaser all logs lying in the Adams 
River” (reads). That involved extra 
payment of course beyond the $225,- 
000? A.—Yes, for the logs that was 
additional. 

Q.—‘‘The vendor also agrees to as- 
sign to the purchaser’’ (reads). That 
is turning over a certain contract 
under which. Ryan was, entitled to 
have logs cut and delivered? A.— 
Yes, that is it. 

Q.—Then the purchaser was to pay 
Crown dues on all fogs cut and sold? 
A.—Yes. 

Q.—That meant that you were to 
be subrogated to his richts : under 
this contract? A.—Yes. In addition 
to the $4.50 a thousand we paid on 


the banks of the river, we were to_ 


pay the Government charges. 
Q.—And, I suppose, you would 

have to pay any charges to the man 

who was cutting the logs? A.—Yes. 


Q.—And the scaling of the ‘logs is 
to be done by two different parties, 
and in case of disagreement there is 
to be a third appointed, and a ma- 
jority to decide. The vendor agrees 
to proceed to Ottawa in company. 
with the purchaser and to use his 
best endeavours to secure an exten- 
sion of the time as to berth 37. That 
‘ig the second berth (reads). Perhaps 
we need not go back to that again 
if I ask you the question, was that 
satisfactorily adjusted? A.—I think 
it was satisfactorily adjusted. 

Q.—Did any $5,000 come due un- 
der that? A.—There was no deduc- 


. next document. 
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Q.—There is to be $100,000 in cash 
and an assignment of licenses, etc. 


- (reads). You apparently were to get 


a good title, or Fowler rather at this 
stage, was to get a good title and 
you were to be paid $100,000. cash 
on getting the license and the bai- 
ance on the completion of the title? 
A.—Yes. 


Q.—Then as to the purchase price 
of the logs, that is settled. As to 
the mill site, plant, etc., the pur- 
chaser shall be allowed a reasonable 
time, not to exceed thirty days, to 
investigate and pass on title. Then 
there is a provision that all improve- 
ments and additions to  buiiding, 
plant, and so on made since the 23rd 
October, 1903, shall be paid for. That 
was all adjusted, I suppose? A.— 
That ‘was all adjusted, October 24th 
being the date of the original option. 


Q.—Then insurance policies are to 
be signed without any charge for 
premium or otherwise. Then there is 
the usual provision that these’ cov- 
enants are to enure to the benefit 
of the heirs, etc., and that is signed 
Peter Ryan, George W. Fowler, and 
the witness is R. C, Levesconte. Now, 
what is the next? A.—I think at- 
tached to that is an assignment. 


Q.—That is the 8th February. Then 
Mr. Fowler, presumably, reported 
that he had entered into this tran- 
saction, and I presume that the 
agreement was drawn here? A.—That 
IT have no personal knowledge of, but 
I understand that to be so. 


Q.—Do you know for whom Mr. 
Levesconte was acting? A.—I do not 
know Mr. Levesconte at all. 


Q.—Then on the 8th February there 
is what you have just spoken of as 
an assignment from Mr. Fowler to 
Mr. Foster, and that seems to be the 
A.—So far as I 
know, that is the next document. 


Q.—That is the 8th February, 1904, 
‘whereas the said vendor together 
with George McCormack and William 
Irwin éontemplated purchasing and 
desired to negotiate for the proper- 
ties hereinbefore described or refer- 
red to and have applied to the Union 
Trust Company of Toronto to join 
them in such purchase according to 
the terms of this agreement’’ (reads 
down to the words ‘‘and it is herein 
deciared’’.) What has that reference 
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toP A.—I cannot recall that, Mr. 
Shepley. 

Q.—‘‘And whereas it is now neces- 
sary to procure and pay to the 
said Ryan’’ (reads). That means to 
secure to the said Union Trust Com 
pany? A.—Yes, secure, 

Q.—It says ‘‘advice or payment”’ ; 
that should be ‘‘advance or pay- 
ment’??? A.—Undoubtedly. 

Q.—The first trust then is to in- 
demnify the Union Trust Company, I 
suppose it was by virtue of his man- 
agership of that company that he 
was named as trustee? A.—Oh, un- 
doubtedly, I understood that was just 
a step leading up to the step that 
was officially made, and that Mr. 
Foster was officially representing the 
Trust Company in taking the secur- 
ity for the money the Trust Company 
was going to advance. 

Q.—‘‘And to hold the said property 
in trust for the Union Trust Com- 
pany, Limited, to the extent of 51 
per cent.’’ (reads down to the words 
“to convey to the said trustee.’’ That 
is in accordance with the arrange- 
ment as you have already outlined 
it? A.—Yes. 

Q.—The formation of a company 
seems to be a very favorite way of 
taking out these propositions. I sup- 
pose it is almost universal? A.—So 
far as my knowledge goes. 

Q.—The four persons to be named 
by the Union Trust Company would 
be merely their names—they would 
not have any beneficial interest? A. 
—Oh, no, someone to represent the 
Trust Company, to represent the 51 
per cent. 

Q.—What has that reference to, 
2,250 shares? A.—That was the 
amount of money, that had to be ad- 
vanced to pay for this property, the 
$225,000. 

Q.—The initial expenditure in the 
purchase of this property? A.— 
Yes, $225.000 and therefore 2,250 
shares, of par value would be issued 
to cover that. 

Q.—That would be 2,250 shares is- 
sued to the Union Trust Company 
out of 5,000 shares, and that would 
be part of the Trust Company’s 51 
per cent.P A.—yYes, 51 per cent.; 
that. would be for the Trust Company 
and 49 per cent. for Irwin, McCor- 
mack and Fowler. 

Q.—I think you told me at that 
time it was not contemplated the 
money should be raised from the pub- 
lic, but it was contemplated the 
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Union Trust Company should put up 
whatever was necessary? A.—We ex- 
pected they would advance whatever 
Was necessary. 


Q.—Supposing they would advance 
the whole amount, were they to have 
the whole of the stock? A.—No. If 
there was $275,000 required or any 
part of it, 49 per cent. was to be as- 
sumed by the three gentlemen named, 
and the relative proportions of 49 and 
51 were to be continued throughout, 
and it would simply increase the la- 
bility of these three gentlemen to the 
Trust Company, proportionately as 49 
to 51. It wag thought at one time 
—Mr. Wilson’s idea was to have a 
mortgage security for the money. I 
thought that was cumbersome, and [I 
thought an assignment would give us 
all the control of the stock we wanted 
in any way, and that method was 
adopted finally. 


Q.—No stock wag to be transferred 
without the approval of the company 
to be formed and also the Union 
Trust Company; they were to keep 
control in that way. ‘‘Then the said 
vendor and McCormack and _ Irwin 
shall be personally liable for’’ (reads). 
Then similar provisions as to the 
Union Trust Company being liable 
for and borrowing 51 per cent. 
(reads). Then there is a provision for 
the formation of still another com- 
pany (reads). That would be ancil- 
lary to the working of your limits? A. 
—Yes, a charter by a local company 
in British Columbia should be formed 
to improve the streams and to obtain 
control of the streams, so far as to 
charge for the run of logs and so on. 
It would give the company some ad- 
vantage in the way of controlling the 
lumber on the streams. On that 
same day there was another paper. 

Q.—This is between [Towler the 
vendor and the Hon. George E. Fos- 
ter, General Manager of the Union 
Trust Company hereinafter called the 
vendee (reads). That was just to 
complete the transfer of Ryan’s 
right? A.—Yes. 

Q.—When I speak of Ryan I am 
speee of the Ryan interest? A. 
—Yes. 

Q.—I am not defining it too closely 
at the moment. I see there is a min- 
ute of the Board Meeting of the 
Union Trust Company of the 8th 
February at which Mr. Wilson, your- 
self, Sir John. Boyd, Colonel David- 
son and Mr. Fowler were present. 


INSURANCE. 9407 


SESSIONAL PAPER No. 66 


73rd day, September 25, 1906. 


The British Columbia timber limits 
were discussed (reads_ resolution). 
That relates to this? A.—There is 
one clause in that last paper that I 
attach some importance to simply as 
indicating we considered we were 
paying full consideration for the pro- 
perty. 

Q.—This is the clause (reads clause). 
A.—The vendee is paying the consid- 
eration which we understood to be 
$225,000. 

Q.—Plus the scalage of the logs? A. 
—Yes,. 

Q.—That is the 8th February, 
1904? A.—Yes. 


Q.—What was done in pursuance of 
that. I suppose the money was paid? 
A.—It was paid in three or four 
cheques. $100,000 was paid in a cheque 
issued directly to Mr. Ryan, and the 


balance of the $225,000 is in several ° 


cheques that were issued, payable to 
the Bank of Montreal, and were deliv- 
ered to the bank of Montreal, appar- 
ently as they were collected from the 
Bank of Montreal, only one of them, 
however, has the endorsement of 
Ryan upon it. Those cheques are 
available if it is desired to have 
them. 

Q.—Yes, it will be desirable to have 
those cheques? A.—They will be 
here in the morning. 

Q.—Have you a statement of them 
in the meantime? A.—I have not, 
I am merely stating from _ recollec- 
tion. 

Q.—Probably in the examination 
that we have made we have assembled 
some of these cheques in other larger 
items, because my first item in the 
account I have had furnished to me 
is ‘‘to Peter Ryan on behalf of the 
Ashcroft Water Electric Improve- 
ment Company. $150,000?’ A.—No, 
the first cheque was $100,000, even. 
My impression is there would be a 
cheque, of $50,000 and one of $25,- 
000. 

Q.—There would be another of $50,- 
000 to make that $150,000? A.— 
Yes. 

Q.—I find here deposited in the 
Bank of Montreal 29th February, 
1904, $50,000, and on the 29th May, 
$25,000? A.—The aggregate is cor- 
rect. 

Q.—The cheques can be forthcom- 
ing in the morning so that we will 
have the dates of the payments? A. 
—Yes. 

Q.—And I think we should have 
the books which show these payments 
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showing all the items in connection 
With these accounts? A.—So far as I 
know there is no objection to it, is 
there, Mr. DuVernet? 


MR. DuVERNET: No. I have 
three large boxes of papers at your 
disposal. I do not know what you 
want yet. Everything in connection 
with this matter is in three boxes 
with the Trust Company. 

MR. SHEPLEY: Perhaps you could 
arrange to let us have them to-night. 

MR. DuVERNET: Yes. 


MR. SHEPLEY: Let us have them 
so that we can investigate them to- 
night and see what bears upon the 
inquiry. 

Q.—What do you know, Mr. Steven- 
son, either of your own knowledge or 
as the result of inquiry, as to the 
progress and culmination of the ne- 
gotiations to purchase? A.—I know 
that the matter was closed by the 
money being paid and the property 
being conveyed as arranged, and the 
company was organized on the lines 
that are laid down in that agree- 
ment, 

Q.—There are, of course, books in 
connection with the Kamloops Lumber 
Company? A.—There are stock books 
and undoubtedly a complete set of 
books relating to the affairs of the 
Kamloops Lumber Company. 


Q.—Those are in the control of the 
Union Trust Company? A.—Yes. 
_Q.—Those also might be included 
in what Mr. DuVernet has already 
spoken of, if they are not already in- 
cluded, because we want to go through 
those. Then was there any hitch about 
the title. Was there any question 
or difficulty raised about the title to 
the property? A.—If there was, it 
has not come under my observation. 

Q.—Did you become aware of the 
fact that somebody was employed to 
investigate the title? A,—I under- 
stood there was. 

Q:—Who did you understood em- 
ployed the person that was employed 
—whose solicitor was he? A.—I sup- 
pose it was ours, but it was done 
through Mr. Fowler. I understand a 
gentleman at Kamloops, a member of 
the Government up there, Mr. Ful- 
ton, a member of the Government and 
Counsellor at Kamloops, and it was 
my understanding he was employed 
to make an investigation as to title 
and pass upon it. 

Q.—Have your inquiries enabled 
you to say whether or not you under- 
stand that you did get a good title? 
A.—My understanding is we got a 
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good title.’ 1 never heard anything 
to the contrary. 

Q.—Have you made such inquiries 

as will enable you to say what part 
Mr. Levesconte took? A.—I never 
mtd Mr. Levesconte in the matter at 
all. 
_Q.—You did not know him as a so- 
licitor engaged in investigating the 
title or anything of that sort? A.— 
I did not know him in connection with 
the matter at all. I do not know the 
gentleman at all, 

Q.—You went on, and your accounts, 
I suppose, will show what monies were 
subsequently advanced by way of op- 
erating expenses? A.—Yes. 

Q.—What was the method adopted? 
Did you send lump sums of money on 


to Kamloops to the mill for running 


operations, or was the bookkeeping 
done here? A.—The bookkeeping was 
done here, and they drew for what 
money they required. Mr. McCor- 
mack was placed in the management 
of the properties and drew or wrote, 
indicating the amount of money that 
was required for different purposes, 
and the money was forwarded and 
their drafts were honored. 

Q.—And the books were kept here? 
A.—There was a set of books at En- 
derby, which was the head office, 
and also at Kamloops, and a set of 
books at Enderby for the entire 
thing. 

Q.—Having told me in outline that, 
perhaps you would next tell me of 
the acquisition of other properties in 
the course of the operation of the 
mill? A.—What was called the 
Shuswap Shingle Mill property. 

Q.—That is at Annis, I think? A. 
—At Annis, with quite extensive tim- 
ber limits, principally on what is called 
Celestial Creek, adjacent to that 
point. There jwas in operation at 
that time a shingle mill and the neces- 
sary adjuncts, boarding houses and 
that sort of thing, and it was repre- 
sented that good policy would cause 
us to secure Provincial timber limits 
and conserve our Dominion timber 
limits. I presume you understand the 
reason for that? 

Q.—I heard it two years ago when 
I was in British Columbia? A.—Well 
it cost $5 per square mile per annum 
to carry Dominion limits, and it cost 
$115 per square mile to carry Pro- 
vincial limits. It was very much 
cheaper to carry Dominion limits than 
Provincial limits, and. therefore it 
was thought we ought to secure Pro- 
vincial limits for the immediate future 
and conserve Dominion limits for the 
ultimate rise in value, which it was 
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considered would necessarily follow, 
and in pursuance of that policy this 


property, which consisted principally: 


of Provincial limits, was purchased 
at $40,000 as I recall. 

Q.—That is the undertaking of the 
Shuswap Shingle and Lumber Com- 
pany? A.—yYes. 

Q.—That was then an existing com- 
pany? A.—yYes, and operating a 
shingle mill at Annis, which is four 
or five miles from Siccamuse Junction 
on the line of the C.P.R. 


Q.—And the idea was that that pro- 
perty should be acquired by the Kam- 
loops Lumber Company in pursuance 
of the policy you have stated? A.— 
Yes. 

Q.—So that you should have the 
Provincial limits for immediate cut- 
ting? A.—Yes, that arrangement 
was consummated, and we paid, as I 
recall, $40,000 for that property. 

Q.—Who carried on ‘the negotia- 
tions for you in connection with 
that? A.—Mr. Fowler. 

Q.—Were the negotiations carried 
on by the Union Trust Company, as 
nominee, or by the Kamloops Lumber 
Company? A.—I think by the Union 
Trust Company. The Union Trust 
Company regarded the matter as 
pretty much under its directions. In 
fact most of the questions concerning 
the Lumber Company were considered 
at Union Trust meetings, rather than 
ot aaa meetings of the Company it- 
self. 

Q.—Your understanding was that 
the price was $40,000, and the Trust 
Company paid that, of course? A.— 
If I am right in the amount. I have 
not verified the figure. 

Q.—Do you know who was entrusted 
with the payment of that money? A. 
—I have no doubt Mr. Foster could 
tell, but I can ascertain. I have no 
doubt the vouchers are available for 
that money as well as the other. 


Q.—That is one property, the Shus- 
wap Property; what other property? 
A.—There was a property at Enderby, 
British Columbia. Enderby is a town 
about 20 miles to the south of the 
main line of the C.P.R. from Sica- 
mous Junction. There was a mili in 
operation there, a single band mill, 
and connected with that extensive 
timber limits, and that proposition 
was presented and it was represented, 
in fact Mr. Irwin stated at a confer- 
ence that was had, that if we did not 
acquire that property that he would 
withdraw from the other and acquire 
that property himself and largely on 
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Mr. Irwin’s account, rather than be- 
cause we wanted to atquire the pro- 
perty ourselves or go any deeper into 
it, we consented to acquire that pro- 
perty, and we paid $175,000 for that 
property. 

Q.—The total amount is given to 
me at $177,855 and some cents? A.— 
Well, we purchased, of course, logs 
in connection with that, that we paid 
for in addition. ; 

Q.—Who was conducting negotia- 
tions for the purchase of that proper- 
ty? A.—It was done through and by 
Messrs. Fowler, Irwin and McCor- 
mack. Irwin and McCormack were 
supposed to be practical men who in- 
vestigated the value of the timber, 
and Fowler was practically the pro- 
moter. 

Q.—My information is that the 
whole of this purchase money was 
paid into the Bank of Nova Scotia to 
the credit of Mr. Fowler? A.—Well, 
that I have never looked into. 


Q.—That can be ascertained, I sup- 
pose? A.—Unquestionably we have 
the vouchers. That was the property 
that I have learned since was owned 
by a corporation organized under the 
laws of British Columbia, as I believe, 
the name of it being the Okanagan 
Lumber Company. 

Q.—The Okanagan Lumber Com- 
pany? A.—yYes. Just how the stock 
in that company was held I do not 
know, although I have understood 
that Mr. McCormack, Mr. Irwin and 
some others were stockholders in that 
company that we purchased. 

Q.—Did you understand that ait 
the time? A.—Yes. 

Q.—Was Mr. Fowler? A.—Not 
_ that I am aware of. 

Q.—Then my information is that 
you paid for logs under a separate 
contract, some $42,000? A.—I do not 
recollect that amount, but I should 
think that was correct. I think those 
logs were paid for at $6 per 1,000. 


Q.—I wonder if you remember as 
to the shareholding in the Okanagan 
Lumber Company. I have first Mr. 
George McCormack; that you think 
is so? A.—I have no doubt he told 
me he was a stockholder. 

Q.—He was a director and general 
manager of the Kamloops Lumber 
Company? A.—He became the man- 
aging man for the Kamloops Lumber 
Company in the West. | 

Q.—Was Mr. Irwin an officer at all 
of the Kamloops Lumber Company? 
A.—That I do not know, whether he 
was a stockholder of record, or wheth- 
er he acquired some stock belonging 
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to a Mr. Bull I do not know, but 
Mr. Irwin in some way became inter- 
ested. 
Q.—You mean in the k 
property? A.—yYes. My Beas 
Q.—And Mr. Irwin was a director 
of the Kamloops Company? A.—It 


was supposed he would b 
fell through. Doaent an oN 


Q.—He was one of the incor ora- 
tors? A.—Yes, and the aa 
just as has been outlined here, was 
signed by Irwin with the others 
agreeing to join with McCormack and 
Fowler in the 49 per cent. He as- 
signed the agreement. When it came 
to the point of executing a joint 
note for the 49 per cent. Mr. Irwin 
declined, and as a result of the dis- 


satisfaction growing out of that Mr 
Irwin withdrew. , 


Q.—And did the whole of the 49 
per cent. then remain in the other 
two? A.—No, 87 per cent. then was 
the amount that was assumed by Mr. 
Fowler and Mr. McCormack. 

Q.—And the Union Trust Company 
assumed— A.—63 per cent. 

Q.—That is another 12 per cent. in 
addition to the 51 per cent.? A — 
The proportion that Mr. Irwin was 
to have taken was assumed by the 
Union Trust Company. 


_ Q.—What was the objection cf Mr. 
Irwin? Was he afraid of the propo- 
sition? A.—No, he said the proposi- 
tion in itself he had absolute confi- 
dence in and he was willing to put up 
$100,000 in cash if necessary; but he 
would not become responsible for Me- 
Cormack and Fowler for their share 
of the obligation they were assuming. 

Q.—He was not satisfied to assume 
any obligations except those that be- 
longed to him? A.—And that after 
he had joined in an agreement with 
us to do it. 


MR. FOSTER: He made it a fix- 
ed principle never to join notes with 
anybody. 

MR. SHEPLEY: Q.—Do you re- 
member Mr, Haie being a member of 
the Okanagan Lumber Company? A. 
—Yes, he was managing that com- 
pany. 

Q.—Who was he? A.—I met him 
at Enderby subsequently. He is now 
engaged in some milling operation in 
British Columbia, in the Kootenay 
District, I think near Fernie. 

Q.—Do you know Mr. Beatty as a 


shareholder? A.—I know him by 
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reputation. Mr. Beatty was then the 
manager of the Arrowhead Lumber 
Company, a very large business at 
Arrowhead Lake, south of Revelstoke. 

Q.—Did you know Mr. George Bull 
as a member of that company also? 
A.—I have heard his name mentioned 
in connection with it, but whether 
Mr. Bull was in it, or had parted 
with his interest to Mr. Irwin, [ am 
not sure, 

Q.—Your payment for the Okan- 
agan Lumber Company was $175,000 
odd, plus $42,000 for the logs? A.— 
Yes. 

Q.—And you wili ascertain for me 
whether or not Mr, Fowler had the 
handling of that? A.—yYes, I have 
a copy of the agreement between the 
Trust Company and Mr. Fowler and 
Mr. McCormack, that was finally con- 
summated after Mr. Irwin withdrew. 

Q.—That is the 18th June, 1904? 
A.—Yes. 

OF That vwillt take yup; in ..the 
morning. if you will leave them with 
me, A.—Yes, and here are one or two 
other papers you may look at. 


(The Commission then adjourned 
from Tuesday, September 25th, at 
4.30 p.m. to Wednesday, September 
26th, at 10.30 a.m.) 


SEVENTY-FOURTH DAY. 


MORNING SESSION. 
Toronto, Wednesday, Sep. 26, 1906. 


MR. SHEPLEY: Before going on 
with the work of the day Dr. Monta- 
gue is here this morning and is ten- 
dering himself as a witness for the 
purpose of assisting the Commission. 
I have explained to him that it is 
not practicable to depart from the 
course we are pursuing, that it per- 
haps puts us into confusion. He sees 
the force of that and assures me he 
will be available at any time. 


Examination of ELLIOTT 4G. 
STEVENSON continued: 


MR. SHEPLEY: Q.—Did you bring 
the option this morning? A.—I un- 
derstood, Mr. Shepley, that it was 
among the papers that were sent you 
last night. 

Q.—We have here the cheques in 
connection with these transactions, or 
some of them, and we will go at those 
for a moment. This bundle _ of 
cheques is in connection with the pur- 
chase of the Kamloops Lumber Com- 
pany property from the Ryan people, 
we will say from Ryan? A.—Yes. 


6 EDWARD VILI., A. 1906. 


Ind. Order of Foresters, 
(EK. G. Stevenson, Ex’d.). 


Q.—And there are altogether five 
cheques? A.—Those cheques I have 
seen and examined before. 


Q.—The first cheque is to Peter 
Ryan personally and is dated 9th 
February, 1904, and is for $100,000. 
It is endorsed over to the Bank of 
Montreal or order by Mr. Peter 
Ryan and bears the Bank of Montreal 
stamp. That first cheque was follow- 
ed on the 28rd February by an auth- 
ority from Peter Ryan to make 
further payments to the Bank of Mon- 
treal, and that authority is among 
the papers. This is addressed to the 
Union Trust Company and the Hon. 
George E. Foster, Toronto: ‘‘In the 
matter of the payments of $50,000, 
$25,000, $25,000 and $25,000 respec- 
tively, as per agreement for the pur- 
chase and sale of the B.C. limits, you 
will please pay the several amounts 
as above to the Bank of Montreal, 
Toronto, to my account, and this will 
be your authority. Yours, Peter 
Ryan.” That is accompanied by a 
letter from the Bank of Montreal en- 
closing that and asking the money 
to be paid direct to them. Follow- 
ing that is a cheque of the 9th March 
payable to the Bank of Montreal for 
$50,000, that was on that account and 
is so marked? A.—Yes. 

Q.—April 9th, $25,000 on that ac- 
count to the Bank of Montreal? A. 
—CLorrect. 

Q.—$25,000 on the 9th May to the 
Bank of Montreal on that account; 
and $25,000 on the 9th June to the 
Bank of Montreal on account of Peter 
Ryan re Kamloops Lumber Company, 
making in all the $225,000? A.—Yes. 


—The five cheques referred to and 
authority to the Bank filed as Ex- 
hibit 497. 


Q.—I follow that with the cheques 
in connection with the purchase of 
the Shuswap property. The first is a 
cheque of the 20th June, 1904, to 
the order of the Shuswap Shingle & 
Lumber Company, Limited, James C. 
S. Shields and Maxwell R. Gregg for 
$10,000. You have told us, I think, 
of John Shields, who was James C. 8. 
Shields? A.—James Shields was, as 
I understood, the practical owner of 
the Shuswap property. Mr. Gregg’s 
name J do not recall having heard 
mentioned. 

Q.—Gregg’s name you do not re- 
member in the transa¢tion? A.—No. 

Q.—That seems to have been en- 
dorsed by all three payees, Mr. Shields 
describing himself as Secretary-Trea- 
surer in the signature of the com- 
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pany? <A.—That would accord with 
my understanding of his relation to 
the company. 

Q.—The next cheque is the 7th Sep- 
tember, and is payable to the Imperial 
Bank of Canada, Toronto, as are the 
other two cheques, the Imperial 
Bank was the banker for this con- 
cern? A.—Yes. 

Q.—That cheque is also for $10,- 
000, and is marked ‘‘Second payment 
purchase money Shuswap Shingle & 
Lumber Company?’”’ A.—yYes 


Q.—The third cheque is 7th Octob- 
er, Pay to the Imperial Bank for 
credit of the Shusawp Shingle Com- 
pany, $10,000, third payment on ac- 
count purchase; and the fourth 
cheque is the 7th November, the Im- 
perial Bank for the Shuswap Shingle 
Company, $10,000, marked simply 
‘fourth payment’??? A.—yYou will ob- 
serve that the latter three cheques 
are the cheques of the Kamloops Lum- 
ber Company, while the first one and 
the Ryan cheques are the cheques of 
the Union. Trust Company. 


Q.—Yes, that the Ryan cheques 
should be the cheques of the Union 
Trust Company does not attract any 
notice at all, but that one of these 
should be the cheque of the Union 
Trust and the other three the cheques 
of the Kamloops Lumber Company re- 
quires perhaps some little explana- 
tion; what were you going to say 
about that? A.—That the payment 
was made on account of the Kam- 
loops Company and charged to the 
Kamloops Company. The other pay- 
ments are made directly by the 
Kamloops Company. Whatever the 
Kamloops had to draw against would 
be credits for the Kamloops Company 
either on account of the McCormick- 
Fowler-Irwin interest or their own 
stock interest or subscription or pay- 
ment of subscription— 

Q.—These are the cheques of the 
Kamloops Lumber and this is the way 
they are signed: there is a rubber 
stamp, the Kamloops Lumber Com- 
pany, Limited, John I. Davidson, 
Vice-President ; the Union Trust Com- 
pany, Limited, J. M. McWhinney, 
Assistant Manager? A.—The Union 
Trust Company served as Secretary- 
Treasurer of the Kamloops Lumber 
Company. 

Q.—And that Union Trust Com- 
pany signature is intended to be the 
signature of an officer of the Kam- 
loops Lumber Company? A.—Yes. 

Q.—The same way as the others 
signed by Mr. Foster as General Man- 
ager? A.—TI think, perhaps. the first 
cheque was before the organizing of 
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the Kamloops Lumber Company was 
completed, and the cheques that fol- 
lowed that was after the completion 
of the organization of the Kamloops 
Lumber Company. 

—Cheques re Shuswap property 
filed as Exhibit 498. 

Q.—The next lot consists of cheques 
in connection with the purchase of 
the Okanagan Company’s property? 
A.—I understand so. 

Q.—The first of those cheques is 
the 4th July, 1904, that is the cheque 
’ the Union Trust Company? A.— 

es, 

Q.—That is for $20,000, and is pay- 
able to the order of the Bank of 
Nova Scotia for deposit to the credit 
of G. W. Fowler, M.P., re Kam- 
loops Lumber Company, on purchase 
of Okanagan property, and it is en- 
dorsed by the teller of the bank as 
having been credited to the account 
of George W. Fowler? A.—Yes. 

Q.—The next cheque is the first 
August, 1904, and is the cheque of 
the Kamloops Lumber Company? A. 
—Yes. 

Q.—And the same _ observations 
with regard to the signing of the rest 
of those cheques that were made in 
the other case could be made here? A. 
—J think that would apply to this. 

Q.—That is the cheque to George 
W. Fowler, or order for $40,000, re 
purchase Okanagan property, and it 
is endorsed George W. Fowler and 
apparently found its way into the 
Bank of Nova Scotia. Then the next 
cheque is in order of time, August 
30th, 1904. It is a cheque ‘‘Pay to 
the Standard Bank for draft on Van- 
couver to George P. Hale, or order, 
$2,008.’? That bears no endorsement 
at all, but of course went to purchase 
the draft? A.—Yes. 

Q.—The next cheque is the first 
November, 1904, and it is payable to 
the Bank of Nova Scotia for deposit 
to the credit of George W. Fowler on 
account purchased Okanagan Lumber 
Company, $40,000; that is endorsed 
by the Bank as credited to the ac- 
count of Mr. Fowler and appears 
also to have found its way into the 
Bank of Nova Scotia? A.—Yes. 

Q.—The next cheque is the 7th 
November, 1904, a small cheque to F. 
H. Hale, or order for $18.50, it is en- 
dorsed by F. H. Hale, for deposit, 
the Enderby Trading Company? A. 
—Yes. 

Q.—The next is the 24th Novem- 
ber, payable to the Bank of Nova 
Scotia for credit to George W. Fow- 
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ler or order $20,000, and endorsed by 
the Bank of Nova Scotia. The next 
is first February, 1905, Bank of 
Nova Scotia for credit of George W. 
Fowler or order $57,855.48. These 
are the cheques you gave me apart 
from the payment for the logs? A.— 
I am not sure whether that $57,000 
cheque included logs or not. I will 
foot them up. (Witness adds up the 
several amounts). That would be just 
for the property itself. Those come 
to $177,855 and that would be just 
for the property itself I think. 

Cheques re Okanagan property, fil- 
ed as Exhibit 499. 

Q.—In addition to that there are 
these cheques to Hale for the $2,008 
and the $18.60? A.—yYes. 

Q.—You observe that with the ex- 
ception of the two smaller cheques to 
Hale these moneys were put appar- 
ently to the credit of Mr. Fowler? 
A.—Yes. 

Q.—Can you tell me how that came 
to be, what was his relation to the 
matter, in what capacity did he re- 
pay the money? A.—I _ understood 
that Mr. Fowler was acting for the 
Kamloops Company in _ purchasing 
this property, but just why the pay- 
ments were made in that way I do 
not know, I have looked up for 
authority similar to Mr. Ryan’s, and 
we have not found any, and all I 
know about that is I saw Mr. George 
McCormack, who was a_ stockholder 
and he told me he had received his 
full share of that purchase money. 
That is all the information I have on 
the subject as to what Mr. Fowler 
did with the money. 

Q.—What hig share was you do not 
know? A.—No, I saw Mr. McCor- 
mack last Saturday in Chicago. 

Q.—Have you had any _ conversa- 
tion with Mr. Fowler upon the sub- 
ject? A.—None whatever. 

Q.—I might ask you whether you 
happen to know where he is at the 
present time? A.—I cannot say that 
I know where he is now. 

Q.—Where was he when you knew 
of him last? A.—I had a message 
from him at Banff. 

Q.—From Banff? A.—Yes. May 
I explain? 

Q.—Yes. A.—Negotiations for the 
sale of the Kamloops property were 
under way, and about reaching, as 
I expected, a consummation. 

Q.—That is the same you were hop- 
ing the Union Trust Company would 
get out? A.—Yes, entirely, and Mr. 
Fowler and Mr. McCormick had their 
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stock interest in the Kamloops Lum- 
ber Company, and Mr. Fowler was 
also a director of the company and 
lived in New Brunswick. Mr. Foster 
was in New Brunswick on his vaca- 
tion, and had also been a director, 
and I desired to have the Board of 
Directors re-organized as I felt it 
would be difficult perhaps when the 
time came to close the matter to get 
Mr. Fowler or Mr. Foster here, and 
I think about a month ago I wrote 
Mr. Foster asking for his resignation 
as director. He immediately sent it 
with a note saying he had already 
transferred his stock interest to the 
Trust Company and he had assumed 
it was not necessary for him to form- 
ally tender his resignation or he 
would have done it previously. Mr. 
Fowler replied that before he resign- 
ed as director he desired to be re- 
leased from his iiability upon a note 
for $185,000 that the Trust Company 
held for a portion of the original in- 
vestment. That came while I was 
away at Kamloops, and upon my re- 
turn I found that Mr. Fowler had 
been here and had gone West. I was 


informed he was at Winnipeg. FE wir- 


ed him at Winnipeg, stating that I 
understood his position to be that 
upon a release of liability ‘on the part 
of the Trust Company he would sur- 
render his interest in the Kamloops 
Company and we were willing to do 
that, and if that was a proper under- 
standing of his position to confirm it 
by wire. That message seems to have 
been forwarded from Winnipeg to 
Banff, and Mr. Fowler replied from 
Banff saying that that correctiy ex- 
pressed his position in relation to the 
matter of the Union Trust Company. 
In reply I sent a telegram to him 
saying they accepted his proposal and 
would act upon his release of his in- 
terests. That is all I know of his 
whereabouts. ¢ 

Q.—Can you give me the date of 
that wiring? A.—It was about the 
middle of last week, Wednesday or 
Thursday perhaps. I had an appoint- 
ment at Chicago to meet the pro- 
posed purchasers on Saturday, and I 
was especially anxious to get into 
communication with Mr. Fowler upon 


that subject before that time, with ~ 


the result that I have stated. 
Q.—Let me go back to the incep- 
ion of the transaction respecting the 
Kamloops Lumber Company, or which 
resulted in the formation of the Kam- 
loops Lumber Company; we have seen 
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by the cheques the $225,000 that was . 


paid, have you had any reason to 
doubt whether that was the true con- 
sideration or not? A.—About a 
month ago my son, who is_ in 
the West, sent me a copy of a Van- 
couver paper; that threw some doubt 
upon it. 

Q.—There was litigation going on 
in the Province of British Columbia? 
A.—It purported to be a report of 
the testimony of Mr. Peter Ryan in 
the controversy pending in Court 
there between him and Mr. John 
Shields. 


Q.—What was the gist of the state-. 


ment which threw doubt upon _ the 
$225,000 being the true considera- 
tion? A.—That is the paper. The 
gist of it was that Mr. Ryan’s testi- 
mony indicated that the true consid- 
eration was $170,000 and that he had 
paid back to Mr. Fowler of the 
$225,000 $55,000 I got the first im- 
pression, but I understand since that 
the full amount has not been paid 
back, but that a sum under $50.500 
has actually been paid. 

Q.—This is the newspaper your son 
sent youP A.—Yes. 

Q.—It is dated 14th July, !906, 
and is the newspaper calied the Daily 


Province, published at Vancouver; — 


do you remember whether this states 
there were two options really signed? 
A.—I was in doubt about that; the 
impression I got was there was an 


option or paper naming the true con- 


sideration, and that the option that 
was presented to us was a fictitious 
one over-stating the amount with a 
view to getting additional money out 
of us, as I gathered from it. 

Q.—That is the additional $55,000? 
A.—Yes. 

Q.—If the true consideration was 
$170,000, if you paid Ryan, 4s you 
seem to have done on his authority, 
$225,000, then you paid $55,000 which 
has gone somewhere? A.—We have 
been swindled out of $55,000, out of 
that amount. Who swindled us have 
got to account for it. We are await- 
ing the results of this investigation to 
ascertain who the parties are aside 
from Mr. Fowler, and when we ascer- 
tain that our solicitors have instruc- 
tions to take steps to recover from 
any and everybody who had any con- 
nection whatever with it. 

Q.—Have you had any doubt cast 
upon the reality of the other tran- 
sactions? A.—Nothing except a sus- 
picion that naturally arises from the 
first. I have nothing beyond that. 


vn 


Ind. Order of Foresters, 
(E. G. Stevenson, Ex’d.) 


Q.—You have not seen anything 
that carries you beyond suspicion > 
A.—No. 

Q.—Are you, or have you yourself 
been pursuing, or has the Union Trust 
Company been pursuing, the subject 
with a view of acquiring informa- 
tion? A.—Yes, sir, | 

Q.—And have you’ information 

which is said to come from any of 
the parties to the transaction? A. 
—Well, only what Mr. Tilley was 
kind enough to show me the other 
day, some cheques; that is the only 
original information that I have up- 
on the subject. I called upon Mr. 
Foster about a week ago when he 
first came to the city and informed 
him of what I had learned through 
this newspaper, and he said he had 
heard of the same thing, that he 
had had no information whatever 
than that $225,000 was the true con- 
sideration for the property when the 
transaction was made. 
_ Q—We may perhaps as well put 
in the cheques of which you spoke 
at this stage. These are all cheques 
of Mr. Peter Ryan? A.—Those were 
the cheques that were shown me. 

Q.—And they are all Peter Ryan’s 
cheques? A.—Yes, payable to the 
order of George W. Fowler. 

Q.—They are all upon the Bank of 
Montreal except one, which is upon 
the Sovereign Bank of Canada? A. 
—Yes. 

Q.—One is the cheque of the 9th 
February. $12,000, payable to George 
W. Fowler? A.—Yes. 

Q.—One is cheque 26th March, 
1904 for $5,000 to George W. Fow- 
ler. There Mr. Ryan has added M. 
P. One is 9th April, 1904, $5,000, 
George W. Fowler; one is lst May, 
$5,000, George W. Fowler; one 11th 
May. $11,000, George W. Fowler; 
one 10th June, $5,000, George W. 
Fowler; one 15th July, $1,000, George 
W. Fowler; and and the last eheque 
is the 20th September, that is upon 
the Sovereign Bank of Canada for 
$1,000, pavable to George W. Fow- 
ler? A.—Yes, that is $45,000. 

Q.—On the 9th February there ,is 
a cheque upon the Bank of Montreal 
to Mr. R. C. LeVesconte for $6,250; 
what explanation have you had about 
that, if you have had any? A.—I have 
had none; I do not know what rela- 
tion that has to the transaction at 
all. 

Ryan’s cheques to Fowler, and the 
cheque to LeVesconte marked as Hx- 
hibit 500. 
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Q.—If you are able to tell me I 
would like to know whether you or 
the Union Trust Company or anybody 
else in connection with it has made 
any enquiry from Mr. Peter Ryan 
upon the subject? A.—Yes. When 
the matter came to my attention, or 
a short time after, perhaps the next 
time I was in Toronto, it was not a 
day of the regular Board meeting of 
the Union Trust Company, and we 
convened a meeting of the Executive 
Committee at which I laid before 
them the information I had. I sug- 
gested that an interview with Mr. 
Ryan would be desirable, and my 
suggestion that the matter be taken 
up and investigated at once was ap- 
proved of, and Mr. Raymond of Mr. 
DuVernet’s firm, who was acting for 
Mr. Duvernet, as solicitor in Mr. Du- 
Vernet’s absence, was sent for, and 
the suggestion was made that he seek 
the co-operation of Hon. George W. 
Ross, a member of our Board, to in- 
troduce the matter to Mr. Ryan and 
endeavor to get Mr. Ryan’s inform- 
ation upon the subject. Mr. Ray- 
mond reported an _ interview that 
himself and Mr. Ross had with Mr. 
Ryan in which Mr. Ryan confirmed 
the statements contained in this news- 
paper report and stated that the pa- 
pers were in the hands of Mr. Shep- 
ley. and I then saw Mr. Tilley, and 
as I stated Mr. Tilley was kind 
enough to show me these cheques. 
The matter is in the hands of the 
solicitors of the Trust Company, as I 
say. At the next meeting of the 
Board of Directors the action of the 
Executive Committee was reported to 
the Board of Directors and their ac- 
tion in the premises was approved 
of, and our solicitor ‘instructed ‘to 
pursue the matter vigorously. 


Q.—Have you stated now all the 
information that was reported to 
have come from Mr. Peter Ryan? A. 
—Well, I do not know whether I 
mentioned that the report was that 
the true consideration was $170,000, 
and that there was a writing to that 
effect. I have not seen that writing. 

Q.—That is what you have to tell 
us with respect to the inquiries you 
have madeP A.—That is the sub- 
stance of what has been done so far 
as within my knowledge. 

Q.—This memorandum of agree- 
ment of the 24th October, 1903, seems 
to be the original option from Mr. 
Ryan to Mr. Fowler? A.—The ori- 
ginal fictitious one. . 
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Q.—No? A.—Is it not? I under- 
stand it is, that it contains not the 
true consideration. } 

Q.—Well, it is the one that was 
treated by youP A.—It is the one 
we acted upon. 

Q.—You told me _ yesterday that 
was an option for $250,000, because 
it included some other property? A. 
— Yes. 

Q.—And it was upon this option 
you were acting when you agreed to 
pay the $225,000P A.—Yes. 

Q.—I do know that I need go 
through that in detail, but it does 
cover all the property that was cov- 
ered in the transfer from Fowler to 
Mr. Foster? A.—And something in 
addition that was omitted, and on 
account of which, as we suppose, the 
consideration was decreased from 
$250,000 to $225,000, some of the 
timber limits were omitted, I think 
they were called the Albert Canyon 
limits; they may not be so designated 
there, but that is the way they have 
been discussed in our talk. 

MR. FOSTER: On the report of 
Irwin. 

WITNESS: Yes, on the report of 
Mr. Irwin. 

MR. SHEPLEY:The actual trans- 
action consists of four timber berths, 
233, 237, 240, and 253. The $250,000 
option concerned also berths 225, 235 
and 271? <A.—I would not recognize 
them by numbers. Those that were 
omitted; I became somewhat familiar 
with those acquired. 

—Copy of newspaper containing re- 
port of the testimony of Peter Ryan 
re Kamloops Lumber Company trans- 
action, produced by Mr. Stevenson 
and filed as Exhibit 501. 

—Original option dated 24th Octo- 
ber, 1903, from Mr. Ryan to Mr. 
Fowler, marked as Exhibit 502. 

—Mr. Shepley also files original 
agreement between Mr. Fowler and 
Mr. Foster, dated 8th February, a 
copy of which is already in. (At- 
tached to Exhibit 496). 

Q.—There are some agreements here, 
the first is agreement betwen Irwin, 
McCormack and Fowler and the Union 
Trust Co. of the blank day of March, 
1904—do you remember anything 
about that? A.—I do not recall that 
particular paper, although it was in 
the line of the negotiations. 

Q.—The parties of the first part 
are William Irwin, George McCor- 
mack and George W. Fowler, and the 
Union Trust Co. of the second part. 
‘‘Whereas the parties of the first part 
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under and pursuant to an agreement 
with Hon. George E. Foster, as trus- 
tee, and made on behalf of the parties 
of the first part, etc.’? (Reads to the 
words ‘‘Kamloops Lumber Co.’’?)—We 
were speaking yesterday of a capita- 
lization of $500,000? A.—It was my 
understanding that the capital was 
$500,000? Am I wrong, Mr. Foster? 

MR. FOSTER: $500,000 is right. 

MR. SHEPLEY: This recital is that 
‘the parties desire to secure incor- 
poration with a capital stock of 
$475,000. Incidentally the other re- 
cital throws a light upon those cheques, 
because it says the agreement pro- 
vided for the advance of $100,000 to 
Peter Ryan, and that first cheque 
was the cheque of the Union Trust 
Co. for the $100,000 in advance of 
the incorporation of the company? 
A.—Yes. 

Q.—‘‘Whereas it is necessary in 

order to comply with the Statutes of 
Canada and the regulations, etc.’’ 
(Reads to the words ‘‘by the parties 
of the first part.’’—you observe that 
is all based on $475,000? A.—Yes. 
_ Q.—(Continues reading.) That is 
intended, after summing up the situa- 
tion, to substitute Irwin, McCormack 
and Fowler for the covenants of 
Fowler in the agreement with Foster? 
A.—Yes. I also understood from the 
reading of that instrument that it 
indicated that Fowler, McCormack 
and Irwin were acting together, and 
that it was not a purchase by Fowler, 
but that he was simply acting for the 
rest. 

Q.—That is signed by Fowler in the 
presence of Foster, but is apparently 
not signed by the other parties. How- 
ever, vou are not familiar with the 
history of that? A.—No, there is an 
instrument among our papers which 
is signed by all the parties, including 
Irwin (Exhibit 503). 

Q.—Then that is probably the in- 
strument to which I am about to 
come? A.—TIf it is not there-it can 
be found. 

Q.—This is probably the document 
in which they are styled guarantors 
(Exhibit 504). A.—I would think 
that was the paper I had in mind. 

Q.—This agreement made in tripli- 
cate 18th June, 1904, between George 
W. Fowler, of the Province of New 
Brunswick, William Irwin, of the town 
of Peterboro’, in the Province of On- 
tario, and George McCormack. of 
Kamloop, in the Province of British 
Columbia, hereinafter called the guar- 
antors of the first part, and the 
Union Trust Company, hereinafter 
called the company, of the second 
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part. ‘‘Whereas the guarantors have 
purchased’’ (reads) ‘‘to George W. 
Fowler 1,250 shares, representing 
To William Irwin, 600 
shares, representing $60,000. To 
George McCormack, 600 shares, re- 
presenting $60,000. To the Hon. 
George E. Foster, 10 shares, $1,000. 
To Lt.-Col. Davidson, 10 shares, re- 
presenting $1,000. To the Hon. Elliott 
G. Stevenson, 10 shares, representing 
$1,000. To Lt.-Col. John A. McGilli- 
vray, 10 shares, representing $1,000. 
To Dr. Oronhyatekha, 10 shares, re- 
presenting $1,000. To the Union Trust 
Company, Ltd., 2,500 shares, repre- 
senting $250,000, making in all 2,450 
shares, representing $245,000 to the 
guarantors and 2,250 shares represent- 
ing $255,000 to the other parties. 
That indicates, of course, that these 
gentlemen, Mr. Foster, Col. David- 
son, Mr. Stevenson, Colonel McGilli- 
vray and the Doctor, holding each 10 
shares, or holding as trustees— A.— 
They were simply holding as trustees, 
and these were simply shares to quali- 
fy them as directors. 

Q.—‘‘And whereas it is intended and 


-agreed that the Union Trust Com- 


pany shall advance and pay to the 
guarantors $245,000, so as to enable 
the guarantors’? (reads down to he 
words ‘‘said promissory note and in- 
terest’’). That was the note of which 
you were speaking yesterday, the giv- 
ing of which caused Mr. Irwin to 
recede? A.—Yes. He covenanted in 
that agreement to execute a note, but 
when it came to executing it he de- 
clined. 

Q.—And whereas it is further in- 
tended that the Hon. George E. Fos- 
ter’? (reads) That is leaving ten 
shares in each of them for the pur- 
poses of qualification? A.—Yes. 

Q.—‘“‘It is further agreed that any 
and all payments for  dividends’’ 
(reads) And that is sisned_by all the 
parties? A.—T think Mr. Irwin’s sig- 
nature is to that. is it not? | 

Q.—Yes. -Mr. Fowler, Irwin, Mc- 
Cormack, John T. Davidson. Director, 
and George EF. Foster, General Mana- 
cer. That would be for the Union 
Trust Company? A.—Yes. 

Q.—Then this seems to be a copy— 
this is not the original—this seems to 
be a copy of an agreement with Ir- 
win left out of it. This is probably 
the way the matter was re-arranged 
upon Irwin’s leaving? A.—Exactly. 

Q.—We need not go through the 
document. of course. he is not a 
party to it? A.—It provides exactly 
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the same as the other one, except 
that McCormack and Fowler assume 
37 per cent., instead of the three of 
them assuming 59 per cent. 

Q.—Fowler 1,250 shares, McCor- 
mack 600 shares, etc. The document 
is remodelled, but follows the other 
with the substitution of these figures 
and the omission of Mr. irwin? <A. 
—Yes. (Exhibit 505.) 

Q.—Here are some other documenis, 
and first taking up the Shuswap, 
which was the first of the purchases, 
there is here, what is called a bill of 
sale of the 27th May, 1904, from the 
Shuswap Shingle & Lumber Company, 
to the Hon. George E. Foster, trus- 
tee. It recites that the party of the 
first part—that is the Shuswap Com- 
pany—is possessed of the goods and 
chattels hereinafter set forth, and hath 
contracted and agreed with the par- 
ties of the second part for the abso- 
lute sale to him for the sum of $40.- 
000—that is the consideration we 
have seen this morning? A.—Yes. 


Q.—Then comes the description of 
certain lands, and then the shingle 
mill and then certain plant, coven- 


ants for title and so on. That is . 


signed by John Shields as President 
and James C. Shields as Secretary of 
the Shuswap Company? A.—Yes. 

Q.—Then this is the option—and it 
is of importance—this is the option 
in respect of the Okanagan Dumber 
Company, <A.—Yes. 

Q.—This option is made the 23rd 
May, 1904, and it is between the 
Okanagan Lumber Company, having 
its chief place of business at Enderby 
in the County of Yale of the one 
part, and George W. Fowler of the 
town of Sussex in the County of 
King’s barrister at law, of the other 
part. That seems to affix a certain 
relationship to the transaction on Mr. 
Fowler? A.—He represented, as I 
understood it, our company and his 
associates in negotiations for that 
proverty. 

Q.—He was taking this property 
on behalf of the Kamloops Lumber 
Company? A.—Yes, and his asso- 
ciates Mr. Irwin and McCormack in 
the beginning. 

Q.—This document proceeds as fol- 
lows, ‘‘whereas the company at a 
legal meeting of the shareholders of 
the company duly called for that pur- 
pose, at which all the shareholders 
were present, either in person or by 
proxy, passed the following resolu- 
tions unanimously.’’ That is the 
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Okanagan Lumber Company’s reso- 
lution? A.—Yes. 
Q.—Then the agreement witnesses. 


that in consideration of the sum of 
$1 paid by Mr. Fowler they give an ~ 


option to the 1st July, 1904 upon 33 
miles of timber limits held under pro- 
vincial licenses as follows. Then comes 
the number of the licenses. Then the 
appurtenances, the mill at Enderby, 
the mill site and privileges and the 
plant is all set out. Then Fowler 
agrees in case he takes up the option, 
to pay to the company the sum of 
$175,000 for all the property exclu- 
sive of the cut logs, and to pay for 
the cut logs at the rate of $6 per 
1,000 (reads). 

Q.—All expenditure from the date 
of this option shall be paid by the 
said George W. Fowler, all logs to be 
delivered at the company’s expense 
into the booms at Enderby. Then 
there is an agreement for a good 
title. Now, if one takes that docu- 
ment and you add to the force of the 
document the fact that all the pur- 
chase money was handed over to Mr. 
Fowler and apparently dealt with by 
him, are you able to speak with some 


confidence as to Mr. Fowler’s rela- 


tion to the transaction? A.—Oh, I 
have no hestitation in saying that 
we absolutely understood that Mr. 
Fowler was acting for us. never had 
a suspicion or thought of anv other 
relations. I would sav, Mr. Shepley, 
with reference to that last purchase, 
that so far as I am concerned myself 
—and I think my feelings were shared 
in by others in connection with the 
matter—that we rather felt we were 
coerced into the buvine of that pro- 
perty by Mr. Irwin notifying us 
that if we did not purchase that pro- 
perty he would withdraw from the 
other and purchase it on his own ac- 


count, and as we were very greatly 


relying on Mr. Irwin’s responsibility 
and his experience as a_ practical 
lumberman, we really against our own 
inclination entered upon the purchase 
of that ~roverty. We had not 
thought in the beginning of exceeding 


the investment of the $500,000 the ori-- 


ginal amount of which 49 per cent. 
was tobe assured by those three gen- 
tlemen. 


Q.—Then afterwards you were, so 


to speak, ninned— A.—We were. 
Q.—Mr. Irwin went out? A.—That 
is the way I felt about it. 
Q.—You loaded yourselves with: 
property to keep Irwin? A.—Yes. 
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Q.—And after that Irwin went 
away and took his responsibility with 
him?P <A.—Yes. 

Q.—Well, now I am a little inter- 
ested in finding out, if I can, what 
this property has cost the Union 
Trust Company in purchases, develop- 
ment and operation. A.—Yes, 


Q.—I have certain accounts and I 
would like your assent to them, if 
you are able to assent to them. A. 
—I made a report to the Board of 
Directors that pretty well covers that 
situation. If you have that and such 
additional information as you can 
glean from the statement of accounts, 
I think it would pretty weil cover 
the dealings of the Union Trust Com- 
pany with that property and its his- 
tory from the beginning. 

Q.—I will see how far my informa- 
tion is accurate on that? A.—As ex- 
planatory of that, I perhaps would be 
permitted to say—I think I have al- 
ready stated that at the beginning of 
the year 1905 Dr. Oronhyatekha, on 
departing about the first of the year, 
sent a communication to the Board of 
Directors of the Trust Company, that 
he desired me to especially supervise 
those Western interests, including 
the timber property, and that is the 
final result of the investigation that 
I made, and my views of what ought 
to be done with reference to it, and 
gives a history of the transaction in 
a general way. y 

Q.—This is dated 10th November, 
1905, and is signed by you and is 
addressed to the Board of Directors 
of the Union Trust Company? A.— 
Yes. 

Q.—‘“‘I have made four different 
trips to Western points, Winnipeg, 
Regina, Calgary, Enderby and Kam- 
loops, in connection with our iumber 
interests in the North-West during 
the past summer and fall. The in- 
vestigations made on those trips hatve 
convinced me that the proposition we 
have to deal with now is a very dif- 
ferent one from the one the Board 
of Directors gave their assent to in 
the beginning.’? (Reads.) What is 
that amount? A.—I think $850,000 
is the amount. 

Q.—The result of your inquiries 
would seem to indicate that out of 
the original three Irwin was the only 
one of substance really? A.—Well; 
that would hardly be fair. Mr. Mc- 
Cormack is a man of substance in a 
property way, but the property was 
of the same class as this, so that I 
regarded it if this venture failed his 
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interest in other like ventures would 
also fail, and that therefore though 
in his then present situation, a man 
of very considerable responsibility, 
that it was of the same class of pro- 
perty as this. 

Q.—‘‘It is quite probable also that 
this amount will have to be increas- 
ed within the next year by $100,000” 
(read down to the words ‘‘manu- 
facturing business.’’?) I do not quite 
understand that sentence. ‘‘My in- 
vestigations have satisfied me that the’ 
large profits that are expected of a 
lumber business do not accrue from 
the lumber business, but are due to 
stumpage’”’ (reads). Just explain 
that a little more if you please about 
the enhancement of the stumpage be- 
ing a source of profit, and the manu- 
facturing being merely a means of 
carying. it on? | Al—We have ap- 
proximately, or had, before we ar- 
ranged to sell it, a billion feet of 
standing timber. Per thousand feet 
of standing timber that would re- 
present a very small sum, say 450 
cents a thousand stumpage. The 
experience of Ontario, Michigan and 
every lumbering country indicates 
that that price, in view of the com- 
parativeiy small quantity of timber 
remaining, is going to enhance rapid- 
ly.» People who purchased: standing 
timber in Ontario, Michigan or Min- 
nesota, 30 years ago, perhaps at $1 
an acre, the Government price— 
$1.25 in our country, Government 
price are realizing to-day $10 and 
$15 per 1,000 stumpage, and my idea 
was from investigations I made that 
the real substantial profit, the great 
profit that is to be made in that sort of 
business is to wait the enhancement 
of the whole of the value of the stump- 
age, and that the only justification, 
as I say, if it can be justified at all, 
for operating a saw-mill, is to pro- 
vide a smaller profit in the interim, 
to carry the investment—to carry the 
interest upon the investment. 

MR. KENT: Q.—That is, there is 
more profit in letting the timber 
grow than in cutting it? A.—That is 
it, exactly. 

MR. SHEPLEY: Q.—The report 
proceeds ‘‘No doubt if the general 
expectation’? (reads down to the words 
‘fon Celeste Creek’’). That is still 
another source of supply? A.—That 
is the Provincial limits that were pur- 
chased with the Shingle Mill property 
to supply the mill, so that we would 
not have to use up the timber on the 
Dominion limits. 
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Q.—Yes, you said that yesterday. 
“Our reports, which I believe are re- 
liable, show that we own’’ (reads down 
to the words ‘‘elsewhere in the dry 
belt’’), Your management there had 
been purchasing logs for cutting in 
that locality? A.—Yes, in the dry 
belt the timber seemed shaky, and you 
get shaky timber and you get a great 
deal of cull. 

Q.—‘‘The limits purchased with the 
Enderby Mill’ (reads from report, Ex- 
hibit 508). Your idea then was to get 
out of the investment, retaining, if 
you retained anything, the Dominion 
limits, and retaining those only? A. 
—And not retaining those unless we 
ae find a sale for them without 
oss, 


Q.—There is a subject matter men- 
tioned in this report which I want to 
deal with, and I may as well have it 
at this stage. You speak there of the 
selling price? A.—Yes. 

Q.—Just explain what that was and 
how that came about? A.—As indi- 
cated in that report, we had some 
drawbacks in getting started. About 
one of the first things was the Kam- 
loops Mill was destroyed by fire. 
When we got fairly over that and a 
new mill erected, the market was 
very much depressed. There had been 
an over-production in the British Col- 
-umbia district, and that situation was 
accentuated by the depression on the 
‘American side, that resulted in a large 
quantity of lumber coming in from 
Minnesota and the Winnipeg district, 
which was accessible by rail. The net 
result was that the market was much 
depressed, and there was little sale 
for timber. We had a large invest- 
ment on our hand and had to get 
out of it in some way, and therefore 
we concluded upon full investigation, 
that the most practical way to deal 
with it was to organize a_ selling 
company through retail yards. | The 
idea of a second company was simply 
this; we were carrying the whole load 
in the Kamloops Company while, if 
profits were made, Messrs. McCor- 
mack and Fowler would share in them 
to the extent of 37 per cent. I did 
not consider they were contributing 
anything in the way of financial re- 
sponsibility or otherwise, except Mc- 
Cormack who was a practical lumber- 
man, and as it involved a further in- 
vestment I felt that as to the further 
investment we should have the entire 
profit, and therefore the suggestion 
of a selling company, in which we who 
had furnished the capital, would reap 
any profit which might result from 
it: 
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Q.—How was it worked out? A.— 
By the organization of a company 
known as the Independent Lumber 
Company, which has been practically 
under my personal direction. 


Q.—Just speak of the capitalization 
of that? A.—$250,000, and that has 
substantially been paid up. 

Q.—And the ownership of the 
stock? A.—Entirely in the Union 
Trust Company, except $25,000, which 
was subscribed for by Mr. James C. 
Shields, who had been the manager of 
the operations of that company, and 
who as security for the $25,000 turned 
back the stock and also assigned his 
timber limit in the Yale district, 
which is worth $150,000. 

Q.—Let us sum it up by taking the 
figures, and if you can assent to them 
approximately, I do not think they 
differ substantially from the results 
you have indicated. We have first 
the payment for the Kamloops pro- 
perty, the Ryan proposition, principal 
and intérest, $226,127.71; then pro- 
ceeds of the fire policies $20,000; the 
loss uncovered by insurance is said 
to have been $16,975; so that if that 
is written off as bad, and you apply 
the insurance money, you reduce your 
investment to $189,151; then it has 
cost you in operation to the 30th 
June, 1906, approximately $156,000? 
A.—I have no doubt those figures are 
correct, although I cannot carry them 
in my mind, I have in mind that the 
whole investment is somewhere a little 
over $1,000,000. 

Q.—Then we have -seen that the 
Shuswap cost $40,000. We have seen 
that the Enderby property cost $179,- 
882. Then the operating expenses 
at Enderby have been $146,000, plus 
$61,000 making a total of $773,885.77? 
A.—I have no doubt that is accurate. 

Q.—Then the Independent Lumber 
Company—as to that we have a bal- 
ance sheet? A.—I think- $240,000 
paid in. 

Q.—$240,000 plus $10,000, making 
$250,000? A.—That is since the Ist 
July. 

Q.—Yes, that has been paid since 
the -lste July 2, A.-Yeés. 

Q.—Then it is said that the Gen- 
eral Manager—who is the General 
Manager? A.—Mr. Shields. 

Q.—Gets 50 per cent. of the profits 
in addition to a salary of $2,400? A. 
—Oh no. 

Q.—That is not right? A.—Oh no. 
He gets a salary of $200 a month, and 
whatever his share of the stock earns. 


He has $25,000 stock. 
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Q.—Whatever that earns he gets? | 


A.—Yes. 
Q.—Apparently your profit for 1 
months—perhaps he has overdrawn, 
because he seems to have drawn 
$2,903 instead of $2,400. Your profit 
seems to have been $51,000? A.— 
Something more than that. 

Q.—The liabilities $79,000? A.— 
Those are the abilities to the Kam- 
loops Company from whom we buy the 
lumber. 


Q.—The assets are real property — 


$35,000, furniture and fixture $1,500, 
live stock $1,200, merchandise $194,- 
000? A.—That is the lumber. 

Q.—Accounts receivable $109,000; 
bills receivable $25,000, James C. 
Shields $3,000. What is that? A.— 
Mr. Shields has an undivided interest 
in a small portion of the timber hmits, 
a very small fraction, and to acquire 
the remaining portion it required 
$3,000, and with the understanding 
that that, when acquired, was to be 
transferred as an additional security 
for his obligation, he was allowed to 
draw $3,000. 

Q.—That then is-put as an asset? 
A. Yes. 

Q.—The audited accounts had not 
yet been received? That is a trifling 
matter in an investigation of this 
sort, but that would seem to leave a 
difference. The accounts do not quite 
balance by about $700? A.—That is 
quite possible, but we turned over 
to Mr. Cross the audit made by Mr. 
Neff since this investigation commenc- 
ed, and the net result of the opera- 


tions of ‘the ‘Independent Lumber 


Company was, that after charging 
$2,800 of interest—in anticipation 
that there might be some loss in the 
accounts—there was a net profit of 
$59,000 for 11 months. 

Q.—That has had the effect of turn- 
ing into the proper channel the pro- 
fits that are made upon— ~A.—That 
was the thought in that connection 
entirely. I ought to say in explan- 
ation that my figures as to what would 
be realized for the lumber were very 
much understated. There has been 
a shortage this last winter of logs, 
and the price I named of $11.50 for 
lumber at the mill is under by $3.50 
a 1,000. It is selling and they can- 
not get the lumber out fast enough— 
at $15, but as an offset to that. on 
account of the remarkable demand for 
labor in connection with railroad build- 
ing “in that country, and the demand 
for labor at San Francisco labor has 
gone up very materially, and the cost 
of prodnction has increased by about 
ot ee ae 8 
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Q.—The net result is in excess of 
your anticipation? A.—Yes, to the 
amount of $2 to $2.50 a 1,000. 

Q.—During all this time, of course, 
with the exception of the profits real- 
ized on the operations ot the Inde- 
pendent Lumber Company, the Union 
Trust Company has been putting up 
money? A.—dAIl the time. 
_Q.—And getting none? A.—That 
is the situation. It has beén a steady 
increase from the beginning. It was 
supposed $500,000 was going to be 
the maximum, and it has grown to 
$1,000,000, but fortunately it is end- 
ed now. 

Q.—We have already got you on 
record in your report as to the advis- 
ability of that class of investment with 
funds such as your company is en- 
trusted with? A.—yYes, I have no 
hesitation in saying that my real 
sentiments are expressed in the re- 
port. I do not think it is a proper 
sort of investment for trust funds to 
be invested in, and we reached that 
conclusion nearly a year ago, quite 
a year ago I guess, and we have been 
working diligently to the end of un- 
loading it without loss, and I am very 
glad to be able to say that we have 
succeeded. 

Q.—The sale that you are making 
will be satisfactory and will bring you 
out of all the—  A.—The-sale that 
we are making will return to us every 
dollar of the investment with inter- 
est upon it to date, and $75,000 of 
profit. If you care for it, I have Mr. 
Neff’s figures, showing that that re- 
sult will be reached. 

Q.—That I should like to see? A. 
—Mr. Neff has been out there for a 
month. I asked him to make a state- 
ment of how much we must realize for 
the timber and mills, taking into ac- 
count accounts receivable, logs and 
lumber and so on. 

MR. KENT: Q.—What would be 
the effect of a forest fire on those 
limits? A.—The danger from forest 
fire is very slight. To begin with 
the Government regulations protect 
the limit. Then they are in a sec- 
tion of country where there are no 
improvements, and there is nothing 
that fire can result from, unless it be 
the careless trapper or hunter. Then 
during dry periods of the year extra- 
ordinary precautions are taken to 
cuard against any such contingency. 
and the very fact that the timber has 
been there perhaps hundreds of years 
untouched by fire is* the best answer 
to the suggestion that there is any 
danger of that sort. Of course as 
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settlement comes in then there will 
be increased danger from that source, 
but as this is in the mountain district 
where there is nothing to attract set- 
lers, there is practically no danger 
from that source. 

MR. SHEPLEY: Q.—TI suppose not 
only settlement but railways bring 
danger with them? A.—It would be 
a very dificult thing for a railway 
to get into that section. Fortunate- 
ly the streams are large and the faci- 
lities on that account for delivering 
lumber to points on the railway are 
excellent, but if you had to depend 
on railways it would be an impossible 
situation to deliver timber on account 
of the mountainous character of the 
country. In explanation of that, 
$650,000 is the price we are selling 
the mills and timber limit for. 

Q.—$600,000? A.—$650,000. As 
you will observe there, Mr. Nefi’s 
figures, the accounts receivable and 
the lumber and logs on hand added 
to the $650,000 will leave a surplus 
of a considerable amount. In addi- 
tion to that we have an offer of $10,- 
000 for the Annis mill and mill site, 
and Mr. Neff has wired me that he 
found an error at Kamloops in our 
favor of $7,000 in the amount of logs 
on hand, and the logs were appraised 
at $12. So that it is safe to say we 
are out of the transaction with a pro- 
fit of $75,000 and it is fair to say we 
will never be in another one. We 
have 25 per cent. of the cash and the 
balance was secured by good people, 
the Robert Watson Company of Min- 
neapolis and another lumber company 
who have made their wealth in the 
lumber business, who have cruised 
every ‘foot of the property, and have 
more than verified the estimate we 
have had of the quantity and quality 
of the timher. 

MR. KENT: You have been at the 
brink and looked over and did not 
fall? A.—I think perhaps we did a 
little more than a look over, I think 
if we had not had a very firm hold 
we would have gone over. I do not 
mean by that that there would have 
been a loss, because if the mills had 
been shut down, the timber itself 
would have paid, the standing timber 
by itseif would have removed any 
loss, but the vice of the thing, ‘tn’ 
my judgment, is the operation and 
the conduct of the business’ with 
trust funds, which in my judgment 
cannot be justified. 


MR. SHEPLEY: We will just 
have these figures put upon the re- 
cord. Mr. Neff’s figures are: Capi- 
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tal stock, $500,000; advances, $288,- 
885.77, making a total at stake of 
$788,895.77. Then he values the 
liquid assets as“he cails them, over 
and above all liabilities at $196,790.- 
31. That you say may be increased 
—that you say may be considered to 
be increased by $7,000 error in re- 
spect of the logs, and by the advance 
in the seiling price of the lumber? 
A.—Yes, and the Annis property. 

Q.—Which you say $10,000 has 
keen offered for? A.—Yes. 


Q.—Then you have sold the limits 
for 650,000? A.—The limits and the 
Enderby and Kamloops Mills. 

Q.—And that figure appears in that 
statement, $650,000 plus $196,790.31, | 
making $846,790.31, which you have 
realized or may expect to realize? 
A.—Yes. 

Q.—Leaving you to the good $57,- 
904.54? A.—That is exclusive of the 
Annis Mill and the other items we 
have referred to. If you will par- 
don the suggestion, I hope there wiil 
be $55,000 more to add to #hat. 

Q.—Yes, I understand what you 
mean. 


MR. KENT: That is not secured : 
yet? A.—No, not yet, but there is 
an earnest effort to secure it. 

MR. SHEPLEY: Q.—Now, a mat- 
ter about which J want to make some 
inquiry is the recent transaction by 
which you parted with some of the 
stock in the Union Trust Company. 
We have already had it in evidence 
—and that is borne out by the min- 
utes of the Foresters, that on a par- 
ticular occasion and in respect of a 
particular matter, it has been desir- 
able to part with a controlling in- 
terest in the Trust Company? A.— 
That is correct, 


Q.—I wish vou would give us from 
your own standpoint, the circum- 
stances leading up to that and mak- 
ing that desirable from the stand- 
point of the Foresters? A.—The re- 
sponsibility for one thing had _ be- 
come greater than I felt, personally, 
that we could afford to assume. It 
was ail of our money substantially, 
and any risk was assumed in our 
interest. It therefore seemed to me, 
in view of what had transpired, and 
results that had been reached, that 
it was not a desirable sort of invest- 
ment to continue with; as the con- 
trolling factors in directing it, per- 
haps we ‘had been wmsugcessful, I 
state fairly, in our method. In addi- 
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tion to that the question of subsid- 
lary companies had, become quite 
acute. The discussion growing out 
of the investigation in New York had 
set a great many people thinking 
about these things that had not 
thought very seriously about them, 
and I think among those I might be 
included myself, although I do not 
wish to avoid any responsibility. in 
connection with it, but I think, per- 
haps, we thought more seriously about 
those things on account of the _devel- 
opment there than we had before. Then 
largely growing out of that, the Com- 
missioner of Insurance in New Hamp- 
shire had pointed that out as a very 
serious objection from his standpoint 
to giving us authority to do busi- 
ness in his State, there were rumors 
afloat that affected the question of 
whether we were profiting upon the 
side, and everything taken together 
satisfied me we ought not to be in 
that position, and for myself I would 
not be, and therefore after discuss- 
ing the matter fully we decided that 
we would either sell out the entire 
interest or sell out a controlling in- 
terest. 

Q.—And you and the Doctor were 
appointed a committee to formulate 
a plan by which that might be ar- 
ranged? A.—Yes, : 

Q.—Then will you say how you open- 
ed the negotiations and just give us 
the history? A.—It was done through 
Mr. Wilson. Mr. Wilson first went 
to Mr. E. R. Wood, I subsequently 
learned and he reported that nego- 
tiations were well under way with 
Mr, E. R. Wood for the sale of $1,- 
500,000 of our stock. 

MR. HUNTER: 1,500 shares. 

WITNESS: 1.500 shares was it? 

MR. HUNTER: Yes. 


WITNESS: To make gure about 
the matter I asked Mr. Hunter to 
communicate with Mr. Wood, and to 
say whether his name was being used 
with his authority and Mr. Hunter 
reported that Mr. Wood said it was. 
At a later date we were informed 
that Mr. Wood was ill, and had to 
absent himself from the city on ac- 
count of his health, and therefore 
had to drop the matter, and the next 
thine T heerd about it was that Mr. 
DnVernet had made a _ proposal to 
take over this stock. pay $500,000 in 
cash on account of it, and teave the 
stock as security for the balaricet. 
That provosition was accented. Mr. 
DuVernet tendered us a deposit re- 
ceipt for $500,000, payable to his or- 
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der, issued by the Crown Bank, which 
he endorsed over to the Supreme 
Court of the Independent Order of 
Foresters. I exchanged that deposit 
receipt with the Crown Bank for 10 
certificates at $50,000 each, think- 
ing we might want to use a smaller 
amount than $500,000, and made an 
arrangement by which we were to 
have 3 per cent. upon the certificate 
from date, and 4 per cent. if we 
left them 6 months, and those certi- 
ficates on deposit we still hold. Mr. 
O’Grady asked me a short time ago 
if I would not take all or a part of 
the money, I did not feel that we 
could afford to lose the $2,500. If 
we surrendered the certificate before 
the 6 months was up we would have 
to take 3 per cent., and if we could 
take the money to our own bank we 
would only get 3, and that difference 
between 3 and 4 per cent. on the 
money is $2,500. I therefore did not 
act upon Mr. O’Grady’s suggestion 
and we hold the certificates still in 
that form. 

Q.—You say that the transaction 
was managed by Mr. Wilson? A.— 
Yes. 

Q.—In what capacity was he man- 
aging the transaction? For the For- 
esters? A.—For the Foresters. 

Q.—He was acting for them? A. 
—Yes. Mr. Wilson said he thought 
he knew a gentleman he could ap- 
proach. I am ga comparative stranger 
of course, in Toronto, and the doctor 
was not in a condition of health to 
take the matter up, and Mr. Mce- 
Giilivray was ill, and so the matter 
was left with Mr, Wilson to nego- 
tiate, with the result I have stated. 
T should like to say I think there has 
been a misapprehension, if I under- 
stood what the newspaper’ reports 
said, of a statement made by Mr. 
DuVernet that he had tendered the 
payment and that I had refused jt. 
TI did not understand it that way. 
Mr. DuVernet upon his return from 
England came to me and said he had 
made arrangements to take up the 
balance of that stock and wanted to 
close the matter up. 


Q.—To take up the balance of the 
stock ? A.—To pay the balance of 
the purchase money. We will hold 
all the stock, except $25,000, as se- 
curity for the unpaid portion of the 
nurchase price. Upon his return 
from England he said he had complet- 
ed his financial arrangements for pay- 
ing the balance of that stock. TI told 
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him it would be an accommodation 
to us if the matter could remain in 
its present position until after the 
first of the year. The reason for that 
was simply this, we had the other 
$500,000 that we had no place to put 
just now. Our attention has been 
distracted from the regular routine 
somewhat, and we did form in our 
minds a plan for a new departure in 
that respect and we wanted to utilize 
this money for that purpose., In other 
words we had decided to put at least 
25 per cent. of our accumulated funds, 
or two and a half million in high class 
bonds and debentures and we did not 
want this money to get— 

Q.—Dissipated? A.—Dissipated in 
some other sort of investment up to 
that time, and as I felt that we could 
not well enter upon that matter be- 
fore the first of the year, that it would 
be an accommodation from our stand- 
point if Mr. DuVernet would defer 
closing that matter up until about 
the first of the year. [I did not un- 
derstand there was a formal tender. 
I understood Mr. DuVernet’s position 
to be that he was quite willing to 
acquiesce in that. 

Q.—That does not in any material 
particular differ from what, Mr. Du- 
Vernet has said? A.—The impres- 
sion I got from the newspaper report 
was that there had been a tender and 
I had refused it. 

Q.—I think Mr. DuVernet said 
‘“‘We have offered the money and they 
won’t take it??? A.—That was the 
situation any way and the interview 
I had with Mr. DuVernet on the 
subject. 

Q.—Are you aware of how the 
transaction was financed? A.—No, I 
know nothing about that. 
~ Q.—You do not know anything 
about that? A.—Not a thing. 

Q.—You have not made any in- 
quiries P A.—No. I do not know 
anything about that, simply Mr. Du- 
Vernet said he had English connec- 
tions that enabled him to complete 
the transaction, and from other things 
that I know he has accomplished. I 
feel certain that he has. He has 
made arrangements with reference to 
the Trust Company that demonstrate 
his ability to carry out that part of 
the undertaking. 

Q.—Then I gather from all this that 
the intention is not to hold in the 
hands that have taken it the whole of 
this large stock. this large holding, 
but to distribute it among the public 
to a great extent? A.—Mvy under- 
standing is that a considerable por- 
tion of it is to be placed in England, 
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and the balance of it is to be distri. 
buted in Canada among people whom 
it is thought will help the institution. 

Q.—It is not intended to hold a 
great controlling interest? A.—No. 


Q.—Then before leaving that, what 
would you say as to the large holding 
the Foresters will still have as against 
a large distribution of the controlling 
interest? A.—If they will continue 
the Trust Company upon the lines 
that we have agreed upon, to abso- 
lutely forego any of the things that 
have brought us trouble up to this 
time, I shall be quite content to have 
the investment in that way. for so 
far as matters have proceeded from 
Mr. McGee’s course, Mr. Gurneys’ 
course, Mr. DuVernet’s course, and 
Mr. O’Grady’s course, I. have been 
quite satisfied with their course i 
that respect. If there was any de- 
parture from the lines I supposed we 
were going to strike out originally 
with, of absolute conservatism in re- 
ference to investments of the capital 
stock of the Union Trust Company, 
of course I would not want any stock 
in: it) 

Q.—We started with, or we have 
had at various stages of this inquiry 
—I do not mean in connection only 
with the Foresters—we have had il- 
lustrations of the evil of concentrat- 
ing control, and from that point it 
might perhaps have been considered 
upon the theory that was advanced, 
it might have bean considered un- 
desirable that an executive like the 
executive of the Foresters should 
have control of the Trust Company? 
A.—I quite recognize that and it is 
in deference to that sentiment that 
we have made the arrangement we 
have made 


Q.—But I am asking you, suppose 
you still retained the million dollars 
of stock, and supposing the rest of 
the stock is so distributed as not to 
be concentrated in one hand, you pro- 
bably will still have the control? A. 
—Well, it might possibly result in 
that. I cannot say there is no such 
purpose as that in mind, but I can 
say in the most frank and truthful 
way that we have no desire to con- 
trol any financial institutions, and 
we shall be very glad if you gentle- 
men can work out some plan by which 
we can be relieved from making any 
investments. We shall be glad to 
turn over all our investments if you 
are pleased, and be relieved of the re- 
sponsibility. It is the most trouble- 
some feature of all our business. 
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Q.—I do not mean to say with re- 
gard to any particular company, but 
perhaps with regard to some com- 
panies, if pains are not taken perhaps 
there will not be anything to invest, 
and that will meet that difficulty? 
A.—I am very glad to be able to say 
that when this year closes the Union 
Trust Company will have assets that 
will be absolutely gilt-edged for every 
dollar of its capital and surplus and 
pay a dividend of 6 per cent., and 
add upwards of $100,000 to its sur- 
plus. 

Q.—You do not know the ultimate 
destination of the $1,500,000? A.— 
No, only to the extent I have stated, 
and if you will permit me—I am per- 
haps seeming to hurry, but I am 
anxious to get away to-night—the 
suggestion was made that the clause 
in this contract providing we should 
vote that stock—that there was some 
special purpose in that. I was re- 
sponsible for that, and I would like 
to explain why, if it is proper. It 
was simply my own insistence. I did 
not think it would be proper from 
my standpoint, upon receipt of $500,- 
000 to turn over the control of that 
company. . There was no special pur- 
pose whatever in it. We _ simply 
wanted to control the stock until we 
got our money, and any time we can 
get our money, as we expect to about 
the first of the year, we shall be very 
glad to relinquish control of the stock 
and voting power and_ everything 
else. 

Q.—Is there any significance in the 
circumstance that the purchase money 
is not payable for such a long term 
of years? A.—Not the slightest. I 
have no hesitation in saying I would 
be perfectly willing to have it re- 
main in that way because of the large 
amount it represents as a settled in- 
vestment, and I regard the security, 
from a very intimate knowledge of 
its contents, as absolutely ‘good. 

Q.—If the trust company takes 
care of itself in the future A.—If 
the Trust Company will carry out the 
policy they have already undertaken 
to carry out, and I think if you will 
examine the changes made in the by- 
laws and things of that sort you will 
find every measure of precaution that 
it is possible to take, has been taken, 
upon the suggestion of the gentlemen 
who have invested their money. 

Q.—Just one other matter and then 
I think we can leave that subject. 
Who was Mr. Wilson’s paymaster ? 
A.—I suppose we should pay Mr. Wil- 
son anything that he is entitled to. 
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We have. not paid him anything. 
We have had no biil. I shall have 
no hesitation in undertaking to pay 
him a reasonable compensation as to 
the services he rendered in that re- 
gard. 

Q.—Have you heard of his being 
otherwise compensated? A.—I have 
heard, but I know nothing about it. 
I can only say in reference to that, 
as I have said in reference to other 
things, that if the statement is true 
it will have to be undone. There 
cannot be anybody get any pay in 
connection with a matter, or any pro- 
fit in any way that represented us, 
and if Mr. Wilson has profited by it 
in any way it will have to be given 
up. [am not able to say that that 
is so, but I have heard a rumor to 
that effect. JI never heard of it until 
recently. I can say that. A very 
short time ago ‘there never was any 
suggestion or thought of his being 
in a position to take anything so far 
as my understanding was concerned 
except as proper compensation from 
us for the services he should render 
for us. 

Q.—Then I may say that you are at 
liberty, and I mean that you are at 
uberty for the present, and I trust 
that I shall not have to trouble you 
again, but I cannot give you any as- 
surance that you will not be required 
in the future? A.—I have engage- 
ments like yourself but I shall re- 
spond at any time I am wanted, how- 
ever, I hope I shall not be required. 

MR. HELLMUTH: I have no 
questions to ask 

(The Commission then adjourned 
tili 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 
26th, 1906. 


MR. SHEPLEY: Before calling 
the witness I have to make a state- 
ment which should be made of course 
at the earliest possible moment. 
Partly by reason of the circumstances 
that I spoke of yesterday morning, 
that is the witnesses not regarding 
subpoenas, and partly—and I am 
not attributing blame to anybody, 
there is no use doing that—partly be- 
cause of the large mass of materiai 
which has been put in my hands as 
the resuit of the ruling of yesterday, 
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or following upon the ruling of yester- 
day, I do not think I shall be able 
after to-day for a short reasonable 
time to go further with this parti- 
cular Inquiry, though we shali be 
ready with other work for the Com- 
mission. All those who are interest- 
ed in this Inquiry are entitled to 
hear that said at the earliest possible 
moment, and of course it is very de- 
sirable we should consult the conven- 
ience of everybody as far as we can 
in arranging for the future. My 
suggestion is I shall try to be ready 
by a liberal use of the wires and other- 
wise, by Monday morning to go on 
with this. There cannot be very 
much more of it, I think, if the wit- 
nesses are here; that is the stumbling 
block. Then by that time I shall 
have the papers digested so that I 
can present them in abbreviated form, 
and I trust then we shall be able to 
conclude the Inquiry very shortly. I 
do not suggest a longer enlargement, 
because while it wouid be perhaps 
more convenient in some respects yet 
it is not fair to those whose names 
have been mentioned that they should 
be delayed in the opportunity of mak- 
ing a statement upon the various 
matters that have been raised. That 
is my statement and my suggestion 
to the Board. I ask my learned 
friends who are concerned in the case 
for suggestions. 


JUDGE MacTAVISH: Will any 
interest be prejudiced by adopting 
the course suggested by Mr. Shepley? 
We appreciate the importance of hay- 
ing an Inquiry of this kind, once it 
is opened, concluded as soon as pos- 
sible so that every person may have 
a chance to be heard at the earliest 
possible moment. There are some 
statements made which are no doubt 
capabie of explanation, and it is very 
desirable that the explanation should 
follow as soon as possible after the 
statement is made. 


MR. NESBITT: That is — parti- 
cularly desirable, and is so felt by 
Commissions in England. Different 
things get abroad in the press and 
people do not see them for three or 
four days, particularly when it is a 
mere rumor, and I must say one can- 
not help but be struck by the way 
my learned friend has endeavored 
not to allow witnesses to speak of 
rumors. One or two witnesses have 
volunteered rumors, but never that 
T have noticed from suggestions of 
Mr. Shepley. 
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MR. -HELLMUTH: Do you; pro- 
pose to go on with anything in the 
meanwhile? 


MR. SHEPLEY: Yes. What I 
have suggested, seems, as far as I 
can see, to make as little inconven- 
ience as may be. Of course we cannot 
avoid making some. 


ROBERT C. LeVESCONTE, sworn, 
examined by: 

MR. SHEPLEY: Q.—You are a 
practising solicitor in the City of To- 
ronto? A.—Yeg sir. 

Q.—Do you know Mr. George W. 
Fowler? A.—TI do. 

Q.—Had you something to do with 
a transaction between him and Mr. 
Peter Ryan? A.—Yes. 

Q.—That was’ when? <A.—It was 
about the fall of 1903, and in the 
early winter I think of 1904. 

Q.—How did you find yourself in- 
troduced into the transaction, at 
whose instance? A.—I don’t know 
hardly how I got introduced into it. 


Q.—Who spoke to you about it, or 
did you speak to somebody else, how 
did the treaty which resulted in the 
meeting come about? A.—I do not 
know; I got to know some way Mr. 
Ryan had some limits for sale in 
British Columbia and I was looking 
around to see whether I could get 
someone— 


_ Q.—Repeat that? A.—I found out 
in some way that Mr. Ryan had limits 
in British Columbia for sale and I 
looked around to see whether I could 
find a purchaser, some way or another 
I came across Mr. Fowler. 


Q.—Did you know Mr. Fowler be- 
foréP A.—No, I do not think 50, 
not before, perhaps two or three weeks 
before the option agreement was 
given. 

Q.—Who introduced you to Mr. 
Fowler? A.—I cannot say exactly, 
I faney it was Mr. McCormack. 

Q.—Had you known Mr. McCor- 
mack before? A.—Yes, I had known 
him for several years. 

Q.—Who was Mr. McCormack? A. 
—He was a lumberman, used to be. 

Q.—What else? A.—McCormack 
& McLeod. 

Q.—You had known him for some 
yearse)) “A= Yeg: 

Q.—Had you had business relations 
with him? A.—I had done some 
little private business for him and 
some for his firm. 

Q.—Were McCormack and Fowler 
hoth in town when you were intro- 
duced by Mr. McCormack to Fowler? 
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A.—Yes, the introduction was in To- 
ronto, 

Q.—How did it come about and 
where was it? A.—TI do not recollect 
the introduction, but I think it was 
at. the King Edward Hotel. 

@.—Go on and tell me please how 
it came that you. were introduced, 
how did it come about, it was not 
accidental or fortuitous, was it? A. 
—I think it was. My first meeting 
with Mr. Fowler I think it was pure- 
ly accidental, at‘ least there was no- 
thing in it that impressed itself upon 
my mind. 


Q.—Were you and McCormack to- 
gether and did Fowler come to you or 
were McCormack and Fowler together 
and you went to them? A.—No, my 
recollection is that Mr. McCormack 
and I were sitting in the rotunda 
talking when Mr. Fowler came along 
and spoke to Mr. McCormack, and 
he introduced me, and we sat there 
chatting for a while. 

Q.—Was there anything in that in- 
terview about those limits? A.— 
I do not think so. 


Q.—Can you be sure about it? A. 
—I do not think there was anything 
in that interview about the limits. I 
think it was a purely friendly con- 
versation. 

Q.—Did that conversation take 
place before you were interesting 
yourself in finding a purchaser for 
Mr. Ryan’s limits? A.—No, I had 
been looking around for some time 
before that. 

Q.—You do not think at that time 
it occurred to you to try and sell 
these limits to Mr. Fowler, had you 
been trying to sell them to Mr. Mc- 
Cormack? A.—Yes, I had mentioned 
the matter to Mr. McCormack. 

Q.—With what result? A.—wNo re- 
sult. 

Q.—He had no idea of buying? A. 
—Well, he thought the limits were 
good provided they could be got at 
a good price, but he was not a pur- 
chaser himself. 

—Had you authority from Mr. 
Ryan to offer the limits to anybody? 
A.—Verbal authority. 

Q.—And had you a price? <A.— 
Well, not a definite price, but I 
knew— 

Q.—What was mentioned between 
you and Mr. Ryan when he gave you 
verbal authority to sell his limits? 
A.—I think his first price was—when 
he first came to me I do not think 
he really intended to sell at what he 
mentioned then, but later on when I 
saw him and I thought I might per- 
haps get a purchaser I think he told 


gested it to your — A. 
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me he- would sell at $250,0007 and I 
tried to get Mr. McCormack inter- 
pee in that, and I was not success- 
u 

Q.—You tried to interest Mr. Mc- 
ees and were not successful? 

Q.—Are you clear about that time, 
that at that time you were in posses- 
sion of authority from Mr. Ryan to 
offer the limits for $250,000? A.— 
I do not know that you can say it 
was exactly authority, he told me he 
wanted to sell and he would' be glad 
if I would get him a purchaser. 

Q.—I would call that authority; 
and he told you the price he would 
accept? <A.—Yes. 
ere cn that price was $250,000? 
A.—Yes 

Q.—That included certain limits 
which were not included in the 
subsequent transaction? AG Yess 
that included what were known as 
the Albert Canyon lmits which were 
not included in the final deal. 


Q.—That was your first meeting 
with Fowler. and nothing was said 
about the limits? A.—I do not think 
so, I do not say positively there was 
or was not. 

Q.—Were you talking business on 
that occasion at all, or was it just 
a social occasion? A.—I think it 
was purely social, although it is quite 
possible that limits might have been 
mentioned, because I was frequently 
talking to Mr. McCormack about 
limits, but I have no distinct recol- 
lection at all as to whether limits 
were mentioned on that occasion or 
not. 

Q.—What was the next stage in 
the negotiations? A.—I think it was 
shortly after that that it was sug- 
vested to me if I could get the price 
down that possibly a pur rchaser could 
be got. 

Q.—Who suggested that to you? A. 
—I do not remember whether it was 
Mr. McCormack or Mr. Fowler. 

Q.—Were McCormack and Fowler 
associating themselves at that t*me or 
talking of associating themselves to- 
gether in the purchase of the limits? 
ne —No, I did not so understand it; 
I thought from conversation that Mr. 
Fowler was hoping someone down east, 
I think it was down in Maine or some 
place there— 

Q.—And if the suggestion was made 
to you, and you were not associating 
these two people in your mind at 
all as being together, one would think 
you would remember who it was sug- 
No; the mat- 
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ter had not assumed any business 
shape, it was just in a sort of casual 
way it was mentioned. ; 

Q.—I want to get at who mention- 
ed it—you had two prospective pur- 
chasersP A.—No. 

Q.—McCormack and Fowler? A.— 
No, McCormack was out of it. 

Q.—Why is it you say you do not 
know whether it was McCormack or 
Fowler? A.—I assume if it was Mc- 
Cormack that spoke to me about try- 
ing to get it at a iower price then I 
take it for granted he was acting 
for Fowler. 

Q.—That that was a _ proposition 
made in the interests of Fowler? -A. 
—He said Mr. Fowler had spoken to 
him about someone JI understood to 
be down in the State of Maine, want- 
ing some limits up West, 

Q.—Was any price mentioned? A. 
—It was suggested to me that $250,- 
000 was too high, and that if I could 
get it down to about $200,000 there 
might be some object in getting an 
option. 

Q.—What did you do? A.—I went 
to work to see whether I could get 
Mr. Ryan down. I was not success- 
ful at first, but afterwards I got him 
down to I think the option was at 
$200,000. 

Q.—Did you draw an option? A. 
—yYes,. 

Q.—Then that is not any of the 
options that have so far been pro- 
duced? A.—I could ‘not say, I do 
not know what options have been 
produced. 

Q.—There is one at $250,000 which 
includes the Albert Canyon limits, 
and the other one at $225,000 which 
does not include the Albert Canyon 
limits, you think there was one for 
$200,000? A.—I think so. 

Q.—Is not your memory ciear about 
it? A.—I am satisfied there was one 
for $200,000. 

Q.—Was that a dummy or a real 
option ? A.—The real option; any 
options given were drawn in mv 
office and my endorsation would be 
on them so that I could easily identify 
them. 

Q.—Are they in your office still? 
A.—No: T gave one to Mr. Ryan and 
one to Mr. Fowler. 

Q.—It was in duplicate then? A. 
— Yes: 

Q.—An option for $200,000 drawn 
in your office in duplicate, one part 
of which Mr. Ryan received and one 
part of which Mr. Fowler received ? 
A.—It is possible Mr. Ryan returned 
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his to me afterwards to keep it for 
him, I think perhaps he did. 

Q.+Have you looked for it? A.— 
T have looked through some papers 
and I have not made a very carefui 
search of these to see what there is; 
there is a bunch of them here. (Wit- 
ness looks through bundle of papers). 
Yes, there is one. 

Q.—This includes the Albert Can- 
yon limits, does it not? A.—From 
memory I could not say. 

Q.—Could you say if you looked at 
it? A.—No, I cannot identify them; 
I see they are described here by num- 
bers and I could not identify them. 

Q.—Those four, 233, 237, 240 and 
253 are the limits that were included 
in the option which was carried out, 
which did not include the Albert Can- 
yon iimits, so I take it these others 
would include the Albert Canyon 
limits, you do not know? A.—No, I 
do not know, I just had them given 
to me by numbers. 

Q.—At all events this is an option 
which you drew and which is signed 
by Mr. Ryan and Mr. Fowler in your 
presence, you being a witness? A.— 
Yes. 


JUDGE MacTAVISH: Do I under-. 
stand you to say this was the same | 


property that Mr. Ryan started by 
asking $250,000 for? A.—yYeg sir. 

MR. SHEPLEY: This including 
the Albert Canyon limits was at $200,- 
000, had there been an earlier option 
at $250,000, inciuding those? A.—TI 
do not remember there being one, 
although I would not say there was 
not. 

Q.—Did you draw this document 
(Exhibit 502)? A= Thats ats not 
written in my office. 

Q.—I am not concerned about that, 
did you draw the document, did you 
make the draft of that? A.—It is a 
little like my composition. 

Q.—It is the same as this except- 
ing the figures is it not (meaning 
the same as the document produced 


by Mr. LeVesconte, which is now 


marked as Exhibit 509). A.—I do 


not know, if it is, it looks about the 


same. 


Q.—I wish you would satisfy your-. 


self as to that; look and see if there 
is any difference between those two 
except the figure—vou are comparing 
Exhibit 502 with Exhibit 509? A.— 
Here is one that does not seem to be 
in. 

Q).—What is the berth number ? 


A.—233, there is a ditferenve there- 
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Q.—This purports to contain the 

whole of berth 233 and this divides 
the berth 233 into one and two? A. 
—Yes, there are 28 acres added there, 
apparently. 
_  Q.—Otherwise the documents are 
the same? A.—28 is inserted here 
(in Exhibit 502). And there is $250,- 
000 here and $200,000 there. 

Q.—Is there any difference between 
the price of the logs? A.—That is 
the same. 

Q.—With the exception of the dif- 
ference you have pointed out in the 
description and with the exception 
of the price, one being $200,000 and 
the other $250,000 these two are the 
same, Exhibit 502 and 509? A.— 
~ Yes. 

Q.—Have you any doubt that you 
drew both documents? A.—No, 
fancy they are both written in my 
office. 

Q.—What was the object of there 
being two? A.—I do not know. 

Q.—You do not draw documents 
withoutg knowing what your instruc- 
tions are? A.—I got no instructions 
except to draw— 

Q.—One option for $200,000 and an- 
other for $250,000 both on the same 
day, both covering the same _ pro- 
perty, both between the same people? 
A.—That is ali I know about it. 

Q.—What is all you know about 
it? A.—That they are drawn, you 
say Why were they drawn? and I say 
I do not know anything about it. 

Q.—What were your instructions? 
A,—My instrudtions were to draw 
the documents with the considera- 
tion. 

Q.—With which consideration? A. 
—First $200,000 and secondly with 
$250,000. 

Q.—Who told you to do that? A. 
—JI think both Mr. Fowler and Mr. 
Ryan, I think they were both pre- 
sent, © 

Q.—Told you to draw two options, 
one for $200,000 and the other for 
$250,000? A.—I think they were 
both present. 

Q.—What did you suppose was the 
purpose of having two? A.—I did 
not suppose anything, I did not con- 
cern myself about it at all. 

Q.—Do you tell the Commission 
that you did not suppose anything? 
A.—That is what I say, I did not 
concern myseif. 

Q.—You say you did not suppose 
anything, did you suppose the option 
was to be passed on, and that one 
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was the real option between these 
gentlemen, and the other the one that 
was to be passed on? A.—Doubt- 
less that may have occurred to me. 

Q.—Won’t you be so good as to 
tell me all that passed between you 
and Fowler and Ryan upon the sub- 
ject of this conveyancing? vs peel | 
would be a pretty long story to tell 
you all of it, there was a great deal 
of dickering before the amount was 
arrived at. 

Q.—Go on, I do not care if it is a 
long story, I want to hear it? <A.— 
There was dickering back and ‘orth, 
trying to arrive at the amount, and 
when the amount was arrived at I 
was instructed to draw the agreement 
and I drew it, and Mr. Fowler came 
in— 

Q.—The amount that was arrived at 
was $200,000? A.—Yes. 

Q.—You were told to take your pen 
and sit down quickly and write $250,- 
O00? A.—No, I was not. 

Q.—How did you come to do it? 
A.—They went away and came back 
to me afterwards and said ty make 
the consideration $250,000. 

Q.—You did not take the old ¢egree- 
ment and alter it? A.—No, J think 
I had it re-written. 

Q. -Dated the same Jay? A.— 
Yes, 

Q.—Intended to cover the same 
property, you had no doubt about 
that, had you? A.—There is appar- 
ently— 

Q.—Have you any doubt it was in- 
tended to cover the same preperty? 
A.—It covers the same property w'th 
apparently the addition of chat.— 

Q.—Have you any doubt ‘t was in- 
tended to cover the same Wroperty 
that the other one covered, in other 
words I want to make it plain to you, 
you do not profess that the change 
of $50,000 was because there was any 
change of the property? A.—I do 
not pretend anything about it. 

Q.—You do not suggest that? A. 
—No. 

Q.—Did you suppose that these 
gentlemen had come back to you to 
make a new bargain leaving out a 
piece of the property and raising the 
price $50,000, did you suppose that 
was what was being done? <A.—No, 
I did not consider anything about 
whether that was it or not; I did 
not discuss that with them at all. 

Q.—You say they came back a sec- 
ond time? A.—Yes. 

Q.—Are you sure of that. or were 
not your instructions given on the 
same day and the same time, and were 
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not the documents prepared at the 
same time? A.—No, I think we 
separated and one document was pre- 
pared prior. ) 

Q.—Which was prepared first? A. 
—The $200,000. 

Q.—How long afterwards was it 
they came back? A.—The same 
evening I think it was. 

Q.—They both came back, where was 
that? A.—In my office. 

Q.—Was it at night? A.—It was 
along about six o’clock, or a little 
after; it was late in the afternoon or 
evening. 

Q.—Both these gentlemen came back 
and said what, who spoke? A.—I 
do not know who spoke. 

Q.—Who gave you the instructions? 
A.—I think they were both together 
and I do not know who did these, I 
expect they both did the talking, 
judging from the conversations that 
took place all the time, they were 
both talking all the time. 

Q.—Is Mr. Fowler as talkative as 
Mr. Ryan? A.—I do not know that, 
both of them are particularly talk- 
ers, but there was a great deal of 
talk over the conversation. 

Q.—Do you tell this Commission, 
that you, a practising solicitor of 
long standing now? A.—Yes, some 
time. 

Q.—Don’t remember the instructions 
given you beyond that you were told 
to prepare a document with $250.000 
in it instead of $200,000? A.—That 
was all the instruction that was given 
h me and I asked no questions at 
all. 

Q.—You have told me it passed 
through your mind that the purpose 
of it might have been to pass on the 
larger option upon some other per- 
son? A.—I do not say it did, I say 
it is quite likely that it occurred to 
me that there was a deal on. 

Q.—Do you say to me that in view 
of that you would not make any in- 
quiry as to the effect of what you 
were being asked to do? A.—No, I 
certainly would not: I did not con- 
sider it was any of my business. I 
was simply acting as a conveyancer 
in drawing the documents. 

Q.—Who was in mind then as a 
probable purchaser whom they were 
talking about unloading on? Ac 
There was no talk of unloading on any 
one. 

Q.—Who were they talking of re- 
selling to? A.—There was no talk 
of re-selline to any one. 

Q.—You thovreht, or did you think, 
that Mr. Fowler had changed his 
mind and wanted to pav $50.000 more 
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for the same property the same night? 
A.—No; the matter of re-sale was not 
discussed with me at all; I was not 
acting for Mr. Fowler in re-selling 
or anything of the sort. 

Q.—I am asking what took place 
between these gentlemen and your- 
self? A.—I say there was absolutely 
no discussion before me about a re- 
sale or what was going to be done 
with the limits. 

Q.—What were they discussing, 
how much Fowler was to pay to 
Ryan? A.—The discussion in my 
presence was with regard to making 
a deal between Fowler and Ryan. 

Q.—And they had come to the con- 
clusion by which Fowler was to pay 
$200,000, and that had been reduced 
to writing and they had signed it and 
you had witnessed it? A.—Yes. 

Q.—And the same night they both 
came back, you say? A.—I think 
they both came back. 

Q@.—And Fowler then wanted to 
pay $250,000 instead of $200,000? A. 
—I do not say he wanted to pay, but 
that I was asked to draw a docu- 
ment with $250,000 consideration. 
He did not tell me what he wanted 
to do or anything about it. 

Q.—What was the next you heard 
about it, did they take away both 
options? A.—I think so. 

Q.—We know from other witnesses, 
or from another witness who has 
given an account with some candour, 
we know what was done with the 
$250,000 option, what was done with 
the $200,000 option? A.—I do not 
know. 

Q.—How did it get back into your 
possession? A.—I kept one that night. 

Q.—I thought you said Mr. Ryan 
brought it back to you? A.—I said 
IT thought I gave it to him, and he 
gave it back to me to keep for him. 

Q.—Did you keep the other one— 
a copy of the other one—did he give 
you that to keep too? A.—I had 
a copy of it, but I could not find it. 


‘T looked to-day and I could not find 


it; I am sure I had a copy of it. It 
is possible that I gave it to him after- 
wards, I do not know. 

Q.—What was the next you heard 
about that? Av= Indo moti-think ta 
heard very much then till it came 
to a question of the purchase, 

Q.—What do you mean by a ques- 
tion of purchase? A.—The first was 
only an option. and eventually it 
came down to a sale and purchase. 

Q.—Go on and tell me about it? 
A.—There was a lot of negotiation 
over that. 
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().—Negotiation between whom? A. 
—w»etween Mr. nyan and Mr. Fow- 
ler which terminated finally in an 
agreement, 

Q.—i do not like to pass this lot 
of negotiations over just with a word 
like that; describe the negotiations 
that you say took place? A.—Fow- 
ler said the price was too high and 
made an offer, I do not know what 
the figures were. 

Q.—What price was too high? A. 
—$200,000, and there were offers and 
counter-offers, 1 do not remember the 
amounts of the particular offers— 
and eventually a deal was closed, the 
price was fixed for the limits, and 
a basis for the sale of the logs and 
lumber, and I drew up the agreement 
and it was signed. 


Q.—You are not telling me what 
the agreement was? A.—The agree- 
ment speaks for itself. 

Q.—Have you got it there? A.— 
No, I have only an unsigned copy. 

Or Bat: thsi copy ? aA.—lithink 
so; I have the draft here. 

Oe Did you draws 1th). As2Y es: 

Q.—You observed that the Albert 
Canyon limits are dropped out of 
this? A.—Yes. 

Q.—That is the only difference in 
the property I-think, is it not? A. 
—I think so; I think there was per- 
haps an extension of some of the 
limits. 

Q.—And the price in this is what? 
A.—$170,000. 

Draft copy of agreement referred 
to filed as Exhibit 510. 

Q.—Mr. Fowler agreed that he 


- would pay Mr. Ryan $170,000 and you 


reduced that to writing? A.—Yes. 

Q.—Did you witness that docu- 
ment too? A.—I think I did, that 
is the original. 

Q.—That time did they go through 
the form of going out of the office 
and coming back again before they 
told you to draw the other one up— 
did they give instructions on the spot 


to draw another one? WoL don't.’ 


think they did. 

Q.—You think they went through 
the form of walking out of your office 
and then coming back to tell you they 
wanted $225,000? AG Ty think? jit 
was next day. 

Q.—The next day they said they 
wanted one for $225,000? A.—Yes. 

Q.—You were not surprised ? 1 


KS don’t know that I was surprised. 


Q.—Nor shocked? A.—I_ don’t 
know. ; 

Q.—Nor surprised? <A.—No, I do 
not know that I was. 
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Q.—What did they tell you that 
time? A.—'T'hey did not teli me any- 
thing, except to have the agreement 
with the consideration of $2Y5,000. 

.—You were aware on that occa- 
sion, aS you were aware on the former, 
that as between themselves the con- 
sideration was unchanged, were you 
not? A.—I thought so, I had no 
instructions on it, but I thought the 
consideration remained the same, I 
was satisfied— 

Q.—You were satisfied Fowler was 
to pay Ryan $170,000 and no more? 
A.—Yes. 

Q.—What did you think then was 
the purpose of having the agreement 
show $225,000? A. —Oh, I supposed 
it was for sale purposes. , 

Q.—Tell me what you mean by that 
in your own mind? A.—To keep the 
price up on a sale; I suppose that 
was likely the object. 

Q.—Were you aware at that time 
that Fowler was the agent of anybody 
else to buy this property for them ? 
A.—No, I did not; even to this day 
L have never heard that; of course I 
did not know Fowler’s capacity in the 
matter at all. 

Q.—But you suspected that Fowler 
was going to put forward $225,000 as 
the price he had paid? A.—TI sus- 
pected that, yes. 

Q.—You were quite satisfied that 
was the purpose of it, were you not? 
A.—In my own mind T was, yes. 

Q.—You asked no questions and 
you made no protest? A.—TI did not 
ask any questions at all. 

Q.—Have you got there the docu- 
ment you prepared when it came back 
the next day? A.—No, I do not 
think I have that. I know I had 
one but I think Mr. Fowler got it 
from me. _ I think it was prepared in 
duplicate, I have an office copy. I 
always keep an office copy. I have 
them made in duplicate, two executed, 
and I keep one just for reference, 
and that was given out afterwards. 

JUDGE MacTAVISH: That is the 
one you kept was given out after- 
wards? A.—yYes, I think it was.Mr. 
Fowler got it. 

MR.° SHEPLEY: Why was the 
formality of waiting to the next day 
observed? A.—TI have not the slight- 
est idea. 

Q.—It was not at your suggestion ? 
A.—No, I was not taken into their 
confidence in the slightest; I had no 
instructions about what was going 
on at all. 

Q.—Had vou anything to do with 
the matter from that time on? A.— 
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Nothing further than when the first 
payment was made to Mr. Ryan, the 
nrst payment under the sale agree- 
ment. 

().—You were not acting for Mr. 
Fowler in his negotiations with the 
-Union Trust Company? A.—No. 

Q.—You had nothing to do with 
the Union Trust Company? A.—I 
had nothing to do with them; did uot 
know there was anything there until 
the date fixed for the first payment, 
and I was asked to go over to the 
Union Trust Company and the money 
would be paid. 

Q.—What money? A.—The first 
payment under the agreement. 

Q.—Do you remember how much it 
was? A.—$100,000. 

Q.—What did you go there for? A. 
—I went over with Mr. Ryan. 

Q.—What was your function in go- 
ing there, what were you there for? 
A.—I suppose more just simply to 
see the deal closed, and I really had 
nothing to do; Mr. Ryan asked me 
to go over and I went over. 

Q.—Was that all you have had to 
do with it? A.—Yes, I think that 
is all I had to do with it. 

Q.—You have told us now all you 
ever had to do with this transaction 
from beginning to end? A.—I think 
SO. 

Q.—What are those other papers 
you have? A.—Excuse me, I drew 
the assignments. 

Q.—What assignments? A.—The 
assignments of the limits, I believe 
that is the reason I went over. I 
had the licenses in my possession from 
the time the option agreement was 
signed. Mr. Ryan handed over the 
licenses to me and I held them, and 
then when the $100,000 purchase 
money was to be paid I had the l- 
censes and went over with them to 
hand them over to the Trust Com- 
pany, and I prepared the assignments 
of the licenses. 

Q.—On whose instructions did you 
prepare the assignments? A.—I pre- 
pared those I think on, well, ? fancy 
both Mr. Ryan and Mr. Fowler saw 
me about that. 

Q.—You had not any instructions 
from anybody from the Union Trust 
to do it? “A.—I did not talk: to a 
soul in the Union Trust. 

Q.—You were not instructed to as- 
sign the contract? A.—There was no 
assignment of the contract. 

Q.—Yes, but you were not instruct- 
od to do .1br A.-No, Lido, motetnims 
so. I have not heard of that. 

Q.—You never heard that Mr. 
Fowler transferred the $225,000 pur- 
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chase contract over to Mr. Foster in 
trust? A.—No, I do not think I ever 
heard that. 

Q.—You had nothing to do with 
that at all events? A.—wNo. 

Q.—Then what are the other pa- 
pers? A.—I have my office copy of the 
assignments of the several timber 
licenses. 

Q.—You have assignments of cer- 


tain timber licenses? A.—Yes. . I 


have five of those, and then these 
others are simpiy the draft agree- 
ments and a copy of them; and there 
is also a deed. JI have an office copy 
of ga deed from Mrs. Ryan of I think 
that is the mill site. 

Q.—To whom? A.—To Mr. Foster. 

Q.—You did know Mr. Foster in 
the transaction? A.—Nothing further 
than instructions from Mr. Ryan; I 
did not see Mr. Foster about the mat- 
ter at all. 

Q.—You concluded the money was 
coming from the Trust Company? 
A.—Yes, I was told when I drew 
these documents, I think it was the 
same day the payment was made, 

Q.—You knew Mr. Foster was hav- 


ing these documents transferred to 


him as trustee for the Union Trust 


Company? A.—I do not think that _ 


was communicated to me. 

Q.—Did you see the cheque? A.— 
Yes. 

Q.—It was the cheque of the Union 
Trust Company? A.—Yes, but I did 
not see that till I went over to close 
the matter. 

Q.—You assumed the Union Trust 
Company was the interested pur- 
chaser? A.—No, I did not know it 
was a sale, I did not know whether 
they were advancing the money in 
the way of purchase money or in the 
way of a loan; so far as I am con- 
cerned it might have been simply a 
deposit of money to their account as 
trustees; I did not inquire into that. 


Q.—I think the assignments of the 
licenses were to Mr. Foster? A.— 
Yes. 

().—And you drew those? A.—Yes. 

().—With the Trust Company you 
had no concern? A.—No sir. I do 
not think I ever saw Mr. Foster in 
connection with it until we went in, 
Mr. Ryan and TI, and I think we met 
Mr. Fowler there and I had the 
licenses and the assignments and the 
deed of this property, I think it was 
the mill site and under instructions 
from Mr. Ryan TI handed them over. 
The cheque was handed to me and I 
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handed it to Mr. Ryan. It all took 
place in the room there. 

(Q.—The cheque was payable to Mr. 
Ryan, not to you? A.—No, it was 
payable to Mr. Ryan. 

Q.—Do you keep a docket? i.¢ 
Yes, ; ; 

Q.—Did you make any charges in 
your docket in connection with this 
matter? A.—Yes. 

Q.—Have you brought your docket 
here? A.——-No, I have not; it appears 
in two or three dockets. 

Q.—How are the charges made in 
the docket? A.—There is a record 
of every transaction whenever I 
was— 

Q.—Who is your client in the 
docket? As—Timber limits. 

Q.—You do not mention Mr. Ryan’s 
name or Mr. Fowler’s? A.—Their 
names are mentioned in connection 
with the entry, for instance when I 
would have a consultation with Mr. 
Fowler I entered it afterwards, and 
I would give the effect of it. 

Q.—But the heading is timber 
limits? A.—yYes sir. 

Q.—Who was your client, who were 
you going to charge for what you did? 
A.—If there had been no deal I was 
out my time and expenses, but if 
there was a deal I was getting my 
commission. 

Q.—From whom? A.—Mr. Ryan. 

Q.—Mr. Ryan had promised you a 
commission? <A. —Yes. 

Q.—What commission had you ar- 
ranged for? A.—At the outset the 
commission was to be ten per cent., 
but we could not make a deal, and 
when we got down pretty close to 
the terms— At 

Q.—When you say the commission 
was to be ten per cent. you mean it 
was arranged it should be that? A. 
—Yes, 

Q.—Mr. Ryan arranged to pay you 
a commission of ten per cent.? A. 
—Yes. 

Q.—On the purchase money? A. 
--Yes; well, we could not arrive at 
a price and the deal was about to be 
declared off, and then I was asked to 
reduce my commission and T finaily 
consented to it coming down to about 
I think it was $12,500, and we had a 
further— 

Q.—What deal was coming off then ? 
A.—That was the— : 

Q.—The 200.0000 dollar deal or the 
170,000 dollar deal? A.—It was when 
we came down to a basis of $170,000 
and an agreement was actually made. 


Ind. Order of Foresters, 
(R. C. LeVesconte, Ex’d.) 


Q.—Thén you agreed to take $12,- 
o00r A.—Yes. And then Mr. Ryan 
would not go below $175,000, and Mr. 
Fowler would not come off, and the 
deal was deciared off, and Mr. Fowler 
went out into the hall and I called 
him back and Mr. Ryan and I had 
a further conversation, and then I 
talked a little further with Mr, 
Fowler by himself, and finally it was 
agreed I should reduce my commis- 
sion to $10,000, and Mr. Ryan would 
waive the difference, and the deai 
would be closed. 

Q.—You were to reduce your com- 
mission to $10,000? A.—Yes. 

Q.—Who was to pay that? A.— 
Mr. Ryan. 


Q.—He was to pay that out of the 
170,000? A.—Yes; of course in ad- 
dition to the $170,000 he wa; going 
to sell his logs and timber and I was 
getting a commission of $10,000. 

Q.—He came down to the priai, 
$170,000, when you reduced your 
commission to $10,000? A.—Yes. 

Q.—And Mr. Ryan was to pay that? 
A.—Yes, 

Q.—That is as far as you know, 
that Mr. Ryan was to pay it? A.— 
Oh certainly, I never had any other 
understanding; so far as I know it 
came out of him, that is the arrange- 
ment I had. 

Q.—You have told us. a good deal 
more than you told us before about 
these negotiations; they were negoti- 
ations, you have said, which were 
threatened to be broken off, Mr. Fow- 
ler left the office and you went and 
spoke with him, and then you went 
and spoke with Mr. Ryan, and then 
with Mr. Fowler, tell us what took 
place on those occasions? A.—It was 
all on the one occasion. 

Q.—What took place between these 
gentlemen and yourself at the three 
interviews all on the same occasion 
—when you followed Mr. Fowler out 
and caught him and stopped him from 
going away, what took place between 
you and him? A.—I tried to get 
him to come up to Ryan’s price. I 
did not want to see the deal declared 

Q.—What did you say to him? A. 
—TI tried to persuade him ‘he ought 
to take it. 

Q.— What ‘did. you.say,. 4.—b do 
not remember the words I used. TI 
told him they were so close that $5,000 
was nothing on a deal of $170,000, 
and after the examination of the 
limits and all the trouble that had 
been gone to [ thought it was very 
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foolish to let it drop on that. He 
said, well, you cut your Commission 
down, and he made a suggestion I 
would gave him half the commission, 
and I woula not do it, and I went 
back into the inner office and talked 
to Mr. Ryan again and tried to get 
him to come down a little, and I think 
we were over two hours with the in- 
terview before we finally got to an 
understanding. 

Q.—You were all the time trying 
to save the transaction so that you 
could get your commission? A.— 
Certainly, I wanted to save the trans- 
action and get my commission. 

Q.—Then you went and saw Fowler 
by himself? A.—Yes. 

Q.—What did you say then? NG 
—He told me if I would cut down my 
commission I would not lose anything 
by it. He said the chances were he 
would form a company and he would 
appoint me solicitor for the company, 
and anything I might lose on the 
commission IL would easily make up 
afterwards in business. 

Q.—So that you finally made peace 
between them? A.—And saved my 
piece. , 

Q.—And you were to get $10,000? 
A.—yYes. 

Q.—And you were to get it out of 
the $170,000? A.—yYes; that was my 
understanding; Mr. Ryan was to pay 
me. 

Q.—We have seen the cheques that 
passed. You are aware, I suppose, 
that Mr. Ryan got the whole $225,- 
000 from the Union Trust Company? 
A.—No, I did not know that. 

Q.—You did not know that? A.— 
No. 

Q.—Never had any discussion with 
him about it, from that date to the 
present moment? A.—Oh yes, I have 
often talked to him about the matter. 
He came in and paid me part of my 
commission when he got the first pay- 
ment, and I have often discussed the 
matter with him, but there was a 
great deal of trouble about it after- 
wards. : 

Q.—How was there a great deal of 
trouble about it? A.—About deliver- 
ing the title, I think. 

Q.—You had nothing to do with 
tebe wk NO} 

Q.—Then you have often discussed 
it with him? A.—Yes. 

Q.—You are aware that Mr. Ryan 
got the whole $225,000? A.—I was 
not aware until you said so this morn- 
ing. 

Q.—When you had been discussing 
the troubles that had been taking 
place. do you mean to say that you 
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never heard until just now, that Ryan 
had got the whole $225,000? A.—No. 

Q.—You never heard of the litiga- 
tion between himself and Shields and 
the Ashcroft people? A.—I knew 
there was litigation between him and 
Shields. I knew it was over the 
limits. 

Q.—Did you know that in that li- 
tigation it was disclosed that he had 
the two options, the $170,000 and 
$225,000? A.—Yes, Shields came and 
saw me about it. 

Q.—Then you did become aware he 
got the whole $225,000 and paid part 
back? A.—No, I never ‘heard of 
it till just now. 

Q.—What was he telling you about 
litigation? A.—We discussed the li- 
tigation in various ways and the claim 
made by Mr. Shields and about the 
dispute that the limits belonged to 
Ryan and the accounts between the 
Ashcroft Company and Shields, and 
the Ashcroft Company and Ryan. 

Q.—You never heard in that litiga- 
tion that there was a question be- 
tween this $175,000 and this $250,000? ~ 
A.—I knew there was, because Shields 
came to me and asked me whether the 
real consideration was $175,000 or 
$225,000. 

Q.—What did you say? <A.—TI told 
him I believed the consideration was 
$170,000 and was satisfied it was. He 
did not know Ryan had received the 
$225,000. 

Q.—You supposed he had received 
$170,000 and Fowler had received the 
difference, 55,000? A.—No, I did 
not know anything about it. I did 
not know the money had all been paid 
until you told me just now. Pro- 
bably there is more than that, because 
that deal was completed according to 
agreement on the logs and timber. 

Q.—I am speaking only of the 
amounts $170,000 and $225,000. (You 
supposed the transaction was being 
concluded with the Union Trust Com- 
pany on the basis of the higher price; 
that is what it was for as you have 
told us with more or less frankness? 
A.—I did not know anything about 
that. I did not know the capacity 
the Union Trust Company were act- 
ing in at. all. I did not know whether 
they were to be purchasers or mort- 
gagees or simply trustees in paying 
over the purchase money and taking 
the conveyances. 

Q.—Then Mr. Ryan paid you how 
much? A.—He paid me $6,250 when 
the first payment was made. He ask- | 
ed me to wait until the balance of 
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the purchase money was paid for the 
balance of my commission, 

Q.—Well, when the baiance of the 
purchase money was paid did you get 
the balance of your commission? A. 
—I have not got it yet. I have a 
note for it. 


().—And this, I think, is the cheque 
you got with your endorsement on 
it. It is one of the papers in Ex- 
hibit 500? A.—Yes, that is the 
cheque. 

Q.—Who was the man down Kast, 
in Maine, that you thought was in- 
terested in the early part of these 
negotiations? A.—The name that was 
given to me was a man by the name 
of Harper. 

Q.—Whose friend was he? A.—I 
do not know. 

Q.—Whose backer was he? Who 
was tied up to him of the men that 
were talking to you? A.—I do not 
know that anyone was tied up to him. 
Mr. Fowler said he thought he could 
make a deal with him. 


Q.—Make a deal with Harper? A. 
—Yes, that is all I know about him. 
I think I drew an option from Fowler 
to Harper, 

Q.—You think you did? A.—Yes, 
I did. 

Q.—You did not tell me about that 
option? A.—This is it. 

().—This is the same date as the 
option of October 24th, 1903. This 
is an option from Mr. Fowier to Mr. 
James Harper of Massachusetts. Bos- 
ton is not in Maine? A.— have not 
looked at it since, I thought it was 
down in Maine. 


Q.—24th October, Fowler to Har- 
per, for $250,000. Was this drawn 
in the evening or the morning, or 
the day time. Was this drawn when 
you first prepared the $200,000 option, 
or when you prepared the $250,000 
option? A.—I could not say. 


Q.—You ought to have told me 
about this otherwise than in this cas- 
ual way. Did you prepare this op- 
tion when you prepared the $250,000 
option or when you prepared the 
$200,0000 option? A.—Well, they 
were all on the same day, I think. 

Q.—Did he after the $250,000 was 
drawn and signed, go out of your 
office again, and again come back and 
ask, you to draw, thisP, . A.—Oh; I 
cannot say as to that. 

Q.—Was this option logically con- 
nected with the $200,000 option or 
with the $250,000? A.—I do not 
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think it was connected logicaily or 
illogically with either one. 

Q.—You do notthinkitwas? A.— 
Mr. Fowler got an option on the pro- 
perty and asked me to draw an op- 
tion— 

Q.—He got two options on the pro- 
perty ? A.—All right; he got an 
option on the property and after- 
wards got an option at a different 
price. He asked me to prepare an 
option to another party—to this man 
Harper. I prepared the option, 
Fowler to Harper, I do not know 
there is any connection between them 
at all, it is simply the same pro- 
perty. 

Q.—I want to get to your under- 
standing, if I can. Did Mr. Fowler 
isstruct you to prepare this option 
after he had given his $200,000 option 
or not? A.—After he had got the 
$200,000 option, you mean? 


Q.—Yes, after he had got the $200,- 
000 option from Ryan? A.—It must 
certainly have been afterwards, be- 
cause it wouid not—to be perfectly 
candid with you I do not recollect the 
particular minute he gave the in- 
structions, but I would think natur- 
ally he got the option before he in- 
structed me to draw an option from 
him to the other party. 

Q.—Did he instruct you to draw 
the Harper option before you got the 
$250,000 option from RyanP A.—I 
cannot say from memory which. 

Q.—Why? Because you do not re- 
member ? A.—I do not remember 
which it was. 


Q.—The transaction was so little 
impressed upon your mind that you 
do not remember? A.—It made no 
impression, it was just a bit of con- 
veyancing in the ordinary course of 
business. 

Q.—Do not say in the ordinary 
course of business. Drawing two 
options on the same day between the 
same people—do not call that the or- 
dinary course of business? A.—Yes, 
it is in the ordinary course of business. 
(Exhibit 511). 

Q.—Is that all you know about it, 
or can you supplement that? A.— 
Tf there is anything you can suggest 
I wiil be glad to tell you. 

Q.—Is there anything else you know 
about? I want to see whether you 
will, on your own initiative, on an 
invitation like that give us some 
further information? A.—Well, there 
is one thing in connection with my 
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commission, I remember that as an 
inducement to reduce my commission 
I was told I would get some stock in 
the company and I had never had any 
and I did not get the solicitorship 
and did not apply for incorporation. 
I never heard of that afterwards. 


Q.—Who told you you would get 
some stock in the company? A.— 
Mr. Fowler, he said if I would reduce 
my commission so that the deai would 
go through it would be better for me, 
that while I would lose a little on the 
commission, I would get the business 
and get some stock which would be 
valuable, and I reduced the commis- 
sion and IJ did not get the stock or 
the business. 


Q.—Will you be good enough to 
go to the telephone and telephone for 
the dockets so that we can see the 
entry in the dockets. I thought you 
wouid probably bring them on the 
subpoena? A.—I did not think you 
would want them. 


Q.—Will you telephone and get the 
dockets containing the entries with 
regard to this transaction because we 
want to go into them again. Do 
not take the papers away because 
when the docket arrives I may have 
to ask you about the papers? A.— 
I will keep them in my pocket. 


(Witness retires to telephone). 


MR. SHEPLEY: Mr. Stevenson 
has asked me—and I have told him 
of course, that I would do so—to in- 
corporate in his testimony and num- 
ber the document as being produced 
and verified by him, a_ statement 
showing that the real estate land 
transactions in the North-West have 
been, as it has turned out in each 
case, profitable, taking each upon its 
own footing. (Statement Exhibit 512). 

SIR JOHN A. BOYD, sworn, ex- 
amined by : 

MR. SHEPLEY: Q.—We have 
been told that you. purchased 
after Judge McDougali’s death from 
his estate certain stock that he held 


in the Union Trust Company? A.—- 


Yes. 

Q.—And that, qualifying upon those 
shares, you were elected to the Board 
of the Union Trust Company, and 
remained upon the directorate until 
last year? A.—Yes, 

Q.—Then in the course of the busi- 
ness of the Union Trust Company a 
company was formed which was known 
as the Great West Land Company? 
A.—Yes. 
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Q.—You were, of course, aware of 
the formation of the company? A.— 
Yes, generally I know. I do not re- 
member the details. I have ag recol- 
lection of the salient point, 


Q.—In the result, in the distribu- 
tion of the stgck, it appears upon the 
minutes and upon the record that: 
$1,000 in the Great West Land Com- 
pany was allotted to you? A.—Yes. 
That was done without my request, 
in order that I might qualify and be 
on the Board. 

Q.—You seem also to have been a 
shareholder upon the terms of havy- 
ing your subscription called for? A. 
—Yes, I subscribed for 40 shares. I 
believed in the success of the con- 
cern. 

Q.—That would be $4,000? As 
Yes. 

Q.—And I think you have made 
payments? A.—lIt is practically paid 
up. I think it is fully paid up. 

Q.—Then it appears from the re- 
cord which we have been examining, 
that Mr. McGillivray, Mr. Foster and 
Mr. Wilson who were all directors of 
the Union Trust Company, were in- 
terested in the promotion—personally 
interested I mean—in the promotion 
of the Great West Land Company. 
Will you make any statement in re- 
gard to that and in regard to the 
matter generally, that you think pro- 
per to make? A.—I am very glad 
for the opportunity of stating the 
matter from my point of view. Of 
course I know recollection is fallible; 
extraordinary mistakes are made by 
people in relating affairs, all trying 
to tell the truth, and I make no 
imputation of course at all, as to 
what has taken place in this inquiry, 
but from my point of view this is the 
position: I have jotted down here 
briefly, that I might not take up too 
much time, the matters which it seem- 
ed to me that I should state something 
upon. First as to the legal aspect 
of the matter, the only opinion ex- 
pressed by me as to the transaction 
involving taking up or acquiring land 
in the North-West by entering into 
a joint dealing with that syndicate 
you have named, who controlled the 
option to purchase, the only opinion 
I expressed was that it was compet- 
ent for the Union Trust Company to 
enter into that in point of law, that 
being an outside syndicate who had 
acquired what they thought a valu- 
able property, presented it for the 
consideration of the Trust Company 
as a thing to be gone into jointly— 
it said there was no objection that I 
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could see in point of law to that, as 
it was a matter initiated outside of 
the company and brought to them for 
consideration. That is the sum total 
of my expression as to the law, and 
all I think I was asked for. I was 
given to understand that a very sub- 
stantial part of the price would be 
met by the syndicate who had the 
option, and that the rest was to be 
undertaken by the company. What 
terms of -profit the syndicate made 
I was not aware of. That was a 
matter I supposed which was adjusted 
to the satisfaction of the Foresters 
with these members of the syndicate. 
It was a matter of affecting only the 
degree of profit which would be made 
out of the concern, but as to that I 
knew nothing. JI had no intimation 
that the directors of the Union Trust 
were going to borrow from the Union 
Trust in order to carry out their share 
of the transaction. That was news 
to me as was also the fact that they 
were not substantially interested in 
contributing the money. When I 
subscribed my shares and became lia- 
ble for them I thought a very large 
part of the stock in the hands of the 
syndicate, was already placed. It 
may or may not be so. I suppose it 
is not so from what I have seen. That 
is the whole of the legal aspect of the 
case. Then from the business point 
of view, in my mind the controlling 
point of the whole situation of the 
project was this: that in the trans- 
actions of the Union Trust Company 
there had been, as I think has been 
the case in the most of these com- 
ponies, very large transactions in 
Manitoba and North-West lands, and 
I understood, and I am well satis- 
fied, that there was. no large expendi- 
ture of money made by way of invest- 
ing without the sanction of the For- 
esters. It has been said that the 
Union Trust was the child of the 
Foresters. The Union Trust of course 
invested the money of the Foresters, 
and had regard to their wishes, and 
no large transaction was undertaken 
without the consent of the Foresters. 
In regard to this particular thing I 
think evervbody was agreed that it 
was most likely to be, almost certain 
to be a most profitable venture. I 
think Dr. Oronhyatekha was also of 
that opinion. and I think Colonel 
Davidson, and all the rest, who had 
a great deal of experience in the 
North-West were strongly of the opin- 
ion that it was a desirable proposi- 
tion, and that is the chief point. As 
to the details of carrying them out. 
I know very little about them, and 
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concerned myself very little about 
them. Personally I wished the Union 
Trust Company to reap the largest 
possible profit that. could be got from 
it, and it was left to them to choose 
whether they would take shares or 
share in the profit. There was no 
idea in my mind ever presented itself 
of any clash of interest between the 
Directors of the Land Company and 
the Union Trust, because in this mat- 
ter, as in all others, the wishes of the 
Foresters would carry with the Union 
Trust; whatever they wished would 
carry, and while it is quite true this 
is a matter of form it is one which, if 
any objection had been made at the 
time it would have been rectified at 
once by putting it in one form or 
other as the Foresters wished, as in- 
deed was afterwards done, when I 
believe some objection was made to 
the form of it by Mr. Stevenson, at 
a time when. I think I was not any 
longer in the company. I am not 
sure about that, but that seemed to 
me a matter of form, going to a great- 
er or less proportion of the profits 
that would come. No one looked at 
the matter from an adverse point of 
view, as if there was going to be a 
loss. That was not anticipated. No 
person had the faintest idea of that, 
and it may be wrong perhaps that 
the matter was not regarded in that 
point of view, but the optimistic view 
certainly prevailed, and I suppose as 
a matter of judgment it depends very 
much on the temperament of the 
Board, and upon the experience they 
had, and everyone seemed to be quite 
agreed that this was a most desirable 
proposition, and in the result I be- 
lieve it has so turned out, that a very 
considerable profit will bé made from 
it. I have spoken about the shares 
I have taken. I merely wish to men- 
tion that as an evidence that I be- 
lieved in the concern, and was willing 
to put what money I had at my hand 
in the matter. That covers every- 
thing I wish to say voluntarily I 
think. 


Q.—There are just two things that 
perhaps you will let me ask you. In 
the first place it appears that so far 
as the Great West Land Company 
was concerned, the only money that 
was ever put up apart from what the 
Union Trust Company contributed, 
was put up by yourself, and another 
small shareholder, Mr. Scholfield? A. 
—That I was not aware of. I am 
very much surprised indeed, because 
T thought quite the contrary. 
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Q.—It appears beyond controversy 
I think that the gentlemen who were 
interested, and who were on the com- 
mon directorate, the three members 
of the syndicate who had a personal 
interest from the beginning to the 
end never risked any money at all? 
A.—That I am surprised at. 

Q.—And they have come out of the 
transaction with all the stock of the 
company that is extant, except— A. 
—That is a thing I never knew of, 
and never sanctioned, and would not 
have listened to if I had known of 
it. 

Q.—Practically all I should say; 
and for that stock no money has been 
paid by them. Those things you 
were not aware of? A.—No. In 
fact when the call was made on me 
for stock it was stated—I was a little 
dilatory in paying I suppose—it was 
urged that all the stock had been paid 
up. 

Q.—It is all pro forma paid-up 
stock? A.—Yes, that was quite true 
in one sense, but not true in another. 

Q.—Then the other matter was this. 
You spoke of the delay in exercising 
the option, and of the option having 
been exercised. Mr. Stevenson, who 
gave us what he had to say with a 
great deal of candour, spoke of that 
in this way; he said, ‘‘It seemed to 
me objectionable that the people who 
had the personal interest should be 
in the position of saying, option to- 
day one way, option to-morrow the 
other way?’ A.—Well, I will ex- 
plain it to you. That was a matter 
of mere form, because to my mind 
the Foresters wish would prevail, 
whatever the Foresters wished. It 
was not a matter of the Union Trust 
directorate voting that way, but to 
consult the Foresters as to what they 
wished. That is the solution of the 
whole thing. In one way there may 
be a difficulty, as Mr. Stevenson stat- 
ed, but practically to my mind there 
was no difficulty whatever, to let them 
elect what they thought would be 
most advantageous. JI am not sure 
that I was aware of the shape in which 
it was put. It may be it came before 
me formally, but certainly my atten- 
tion was not called to it. and I did 
not consider it, and it was not pre- 
sented in the way Mr. Stevenson put 
it, and if it had been the Foresters 
would have been asked which way 
they would have had it. 

Q.—Mr. Stevenson does not evade 
any responsibility as far as he was 
concerned, and as far as the position 
he has taken in the Union Trust 
Board after these questions arose and 
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became burning questions? A.—I do. 
not know what happened. That mat- 
ter I think entirely occurred after I 
left, but I should have thought there 
would be no hesitation in saying at 
once that whatever the Foresters de- 
sire, as they have a large stock in 
this, it shall be so. 

MR. NESBITT: It is only fair to 
say to you that Mr. Stevenson said 
that there was no _hesitation—the 
moment the Foresters indicated a 
wish it was done. 


WITNESS: I thought so. In the 
matter as to the by-law, or whatever 
the agreement was, there was no cri- 
ticism of its details, because every- 
one was anxious to do the best they 
could for the Foresters, and as every- 
one believed substantially it was a 
good proposition, the shaping of it 
was of minor importance. 

MR. SHEPLEY: Q.—Perhaps with- 
out expressing any opinion—I am 
entitled to have opinions upon the 
subject—the thing most to be regret- 
ted about the matter, is that the peo- 
ple who were on the Board were bring 
ing in the property at an advance 
upon what they themselves were get- 
ting it at? A.—That I do not know. 

Q.—You were not aware of that? 
A.—No. 

Q.—Roughly speaking there was. 
$100,000 added? A.—That again 
was a matter I think the Foresters 
must have been aware of in sanction- 
ing the arrangement, but I do not 
impute blame to anyone. It did not 
come home to me at all events. 

PETER RYAN, sworn. Examined 
by 

MR. SHEPLEY: Q.—yYou have an 
official position and title. You are 
the Registrar of the Eastern Division 
of Toronto? A.—Yes. 

Q.—You were interested—I am not 
concerned with inquiring into the 
various conflicting interests—you were 
interested in certain timber limits 
and property in British Columbia F 
A.—Yes. 

Q.—And it has been said by Mr. 
LeVesconte that you employed him to: 
sell the limits for you. What.do you 
say to that? A.—I did not employ 


.him. I gave him an option to sell. 


Q.—In writing? , A.—I think so. 

Q.—You think you gave Mr. Le- 
Vesconte an option in writing? A. 
—I think so. 

Q.—Do you know at what figure? 
A.—I think it was $200,000. 

Q.—You think you gave him an op- 
tion at $200,000? A.—Yes. 
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Q.—When and how did Mr. Fowler 
come upon the scene? A.—Mr. Le- 
Vesconte introduced Mr. Fowler to 
me. 

Q.—And did you come to an ar- 
rangement with Mr. Fowler by which 
he took an option? A.—yYes. 

Q.—And what was the arrangement 
you come to with him? A.—TI think 
at $200,000. 

Q.—What was Mr. LeVesconte’s in- 
terest in the matter at that stage? A. 
—Only interested in the commission 
he would receive. 

Q.—He was to receive a commission 
from youP A.—yYes. 

Q.—Do you agree with what he 
said, that the commission was to have 
been 10 per cent.? A.—No, I do not 
remember that. 

Q.—What is your recollection as to 
the amount of the commission? A. 
—I have not any distinct recollection 
now. 

Q.—You have no distinct recollec- 
tion about that? A.—wNo. | 

Q.—But you were to pay him a com- 
mission out of the transaction, con- 
tingent I suppose upon your carry- 
ing out the sale at $200,000 to Fow- 
ler? A.—Yes, there was a commis- 
sion to be paid, but I forget the par- 
ticulars. 

Q.—Then it appears that upon the 
same day you signed an option to 
Mr. Fowler in which the figure was 
$250.000. Do you remember that? 
A.—I do not. 

Q.—You do not recall that? A.— 
No. There is only one explanation 
I can offer with regard to that, and 
that is that the eastern limit in town- 
ship No. 25, and another limit at the 
Illecillewaet would be embodied in it, 
and the two options being dissimilar, 
the prices would be dissimilar. That 
is the only explanation I can offer. 

Q.—What is limit 333. Do you 
remember it by number? A.—I do 
not remember 333. 

Q.—233 I should have saidP A.— 
I cannot particularly distinguish it 
now from memory. 

Q.—There is a difference. Mr. 
LeVesconte says it was intended sub- 
stantially to cover the same property, 
but there is a difference in the phras- 
ing of it. In the $200,000 option it 
is berth 233, containing about 23 
square miles, and in the other option 
berth No. 233 is divided into two 
parts, berth No. 233-1, and berth No. 
933-2. Does that bring anything to 
your recollection? A.—Yes, that 
would be a portion of township 25. I 
know that the three limits that are 
included in township 25 are in the 
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aggregate 33 square miles, one being 
Substantially four miles, one 6, and 
the other -23. I beg pardon, the one 
is 225—berth 225. 

Q.—That is in both options, so that 
that would not make any difference? 
A.—Then it would not include that 
small limit— 

Q.—That small limit is in both of 
these? A.—Then I cannot give you 
any explanation about it. 

Q.—And you have no recollection 
about itP A.—No. 

Q.—At that time were you aware 
of what Mr. Fowler’s intention was 
with regard to the matter? A.—No, 
not the slightest. 

Q.—You do not know to whom he 
was going to introduce the property? 
A.—Not the remotest. 


Q.—But you thought he was going 
to introduce it to someone? A.—No, 
I thought he was going to operate it 
himself, being, as I was informed, not 
oniy a lawyer, bute an experienced 
lumberman in New Brunswick in his 
earlier days, 

Q.—Was your attention at all di- 
rected to the question whether or not 
he was going to interest other people 
in it with him? A.—No, unless it 
was some of his lumbering friends 
down east, whom I did not know. 

Q.—And with whom you had noth- 
ing to doP A.—No, nothing. 

Q.—And the negotiations you say 
as far as you are concerned did ‘not 
extend to anything in the nature of 
a re-sale or re-arrangement? A.— 
No, no. 

Q.—Then he came subsequently and 
took up the option? A.—We nego- 
tiated and agreed. 

Q.—And you made an agreement 
with himP A.—Yes. 

Q.—Came to terms? A.—Yes. 


Q.—At that time were you aware 
of what the intention was with re- 
gard to it? A.—I was not. 

Q.—You had no knowledge of that 
whatever? A.—None whatever. 

Q.—You do not know what arrange- 
ments he had made or was making? 
A.—No. 

Q.—Or had contemplated making? 
A.—No. 

Q.—What figure had you agreed 
upon with him? A.—$170,000. 

Q.—That omitted the Albert Can- 
yon iimitsP A.—Yes. 

Q.—Was Mr. Levesconte taking 
part in that? A.—Oh, I do not re- 
member. 
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Q.—He seemed to have done the 
conveyancing? A.—Oh yes, he did. 

Q.—Now then tell me about that 
$170,000 option? A.—It was $170,- 
000. 

Q.—That was the option? A.— 
Yes. 

Q.—That was the real option? A. 
—Yes. 

Q.—Tell me about the other one 
for $225,000? A.—When I called up- 
on them I think in Mr. LeVesconte’s 
office they stated that— 

Q.—Who did? A.—I do not know 
which of them stated, but the docu- 
ments were prepared for me at $225,- 
000, appointing Mr. Foster trustee, 
I think it was, or assigned over to 
him, and I carried it out, the under- 
standing being— 

Q.—At that time you were aware, 
if your memory is accurate, that Mr. 
Fowler was passing on the limits? 
A.—For the first time. 


Q.—That is when he came to carry 
out, to execute the document which 
you had agreed should be executed, 
conveying the limits to him at $170,- 
000? A.—-Yes. 

Q.—Then for the first time you say 
you found that the limits had» been 
passed onP A.—Yes. 

Q.—You say it was in Mr. LeVes- 
conte’s office, and the document was 
ready for you? A—I think so, yes. 

Q.—The $170,000 was arrived at 
when you got past the stage of option, 
and were coming to agreement? A. 
—Yes, that was the agreement. 

Q.—Now the agreement between 
yourseif and Mr. Fowler is dated 26th 
January, and the agreemest between 
Fowler and Foster is dated the 8th 
February? A.—I do not know any- 
thing about the agreement’ between 
Fowler and Foster. 

Q.—There was no reference in your 
agreement to Mr, Foster at all? A. 
—None at all. 

Q.—Then what was it you found 
when you went there? You say you 
found they had a document ready for 
you conveying the property to Foster 
in truste  ~A.—_l think Swasoan 
trust. I know the properties were 
understood to be conveyed to the 
Union Trust Company in trust for 
the purchasers. 


Q.—At all events you knew that 
when you came to sign the agreement 
conveying these limits to Mr. Fowler. 
You were aware of that at that time? 
A.—Yes. 
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Q.—So you must have been aware 
of that on the 26th of January, 1904, 
because that is the date upon which 
you conveyed the limits to Mr. 


Fowler? $A.—The day I conveyed 
them ? 
Q.—Yes. A.—Then it must have 


been that particular day. 

Q.—That very day you became 
aware that the iimits were being 
passed on or dealt with through the 
Union Trust Company? A.—I think 
that is correct. 


().—I suppose you do not feel any 
doubt about that, I do not suppose 
anybdy does? A.—I do not know as 
to the dates. I have not anything to 
refresh my memory whatever, 

Q.—I am speaking from the face 
of the documents themselves. It was 
on the 26th January you conveyed 
the limits to Mr. Fowler and Foster 
was not a party to that, so that you 
must have heard of that otherwise 
than seeing it upon the document 
that day? A.—I could tell if I saw 
it. If you want to simplify matters, 
I think I can explain it to you. 

Q.—This is given to me by Mr. 
Stevenson as being a copy and I have 
no doubt it is? A.—That looks like 
it. There is the 238. I know it now. 
I recognize it. That“ isicthe | 12333 
That is at Adams Lake. It has all 
the appearance of being the originai 
document so far as I know, although 
you see it is only a copy. 


Q.—That is the agreement by which 
you conveyed to Fowler these limits 
and certain other proprety—we will 
not bother about those—those are only 
details—and you are to be paid $225,- 
000 for these limits? A.—Yes, 


Q.—What did you say when you 
found the document prepared which 
indicated that you were to be paid 
$225,000, because that is the way in 
which it came up to you? A.—I do 
not remember saying anything, but 
the understanding was that the price 
to me was to be $170,000, and that 
the difference was to be returned to 
Mr. Foster, Mr. Fowler in the mean- 
time having made arrangements to get 
an advance upon the properties which 
he purchased, but to what amount I 
did not know. I did not know any- 
thing about his arrangements with 
the company, nor did I care. 

Q.—But you did know that you 
were to appear to get $225,000, but in 
reality only to get $170,000? A.— 
That is so. 
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Q.—You were to collect $225,000 as 
though that was your price? A.— 
Yes, 

Q.—And return $55,000 of it to Mr. 
Fowler? A.—That is correct. 


Q.—How did that understanding . 


come about? A.—There was no un- 
derstanding except the document was 
put to me and I was asked to sign it, 
and I presume I would have signed 
it for so many million so long as I 
was getting the money which I agreed 
to receive. 

Q.—You presume you would have 
signed it no matter what had heen 
in it? A.—Oh, no, not whatever 
had been in it, but so far as the 
amount was concerned— 

Q.—You were protecting yourself 
at the same time by taking an agree- 
ment which named $170,000? A.— 
- The understanding was only $170,000. 

Q.—You were taking an instrument 
which said so? A.—I presume so— 
no, I do not know. I do not think 
I made an agreement with him in 
writing at $170,000. The $225,000 
was the agreement given to me but' 
the clear understanding was that 
$170,000 only was to be the price, 
the difference going back to Fowler, 
but whether it was embodied in writ- 
ing or not comes to the same thing. 

Q.—This is a document which is 
said to have been executed by you 
and Mr. Fowler, and it bears date 
the same day, 26th January, and 
witnesseth that the vendor sells to the 
purchaser these limits for the price 
or sum of $170,000. (Exhibit 495.) 
A.—Very likely. Let me see that. 

Q.—This is only a copy. Mr. Le- 
Vesconte gives me this as a copy and 
says 1t was executed? A.—I do not 
know if it was executed, but it was 
the unwritten agreement if it was 
not executed. 

Q.—It must have been written, be- 
cause Fowler would not have trusted 
you to get the whole $225,000 if he 
had not that paper— A.—Qh yes he 
would, and I venture to say that was 
never signed by me. I am giving 
you that as my opinion. > 

Q.—At all events that was the 
transaction? A.—yYes. 

Q.—How was that justified by you? 
A.—I never thought about the justi- 
fication. I wanted to sell the pro- 
perty. 

Q.—What was said to you? A.—I 
do not know what was said. I can- 
not remember. - 

Q.—Tell me what was said by Mr. 
Fowler to you as the reason why he 
wanted you to pay him back $55,000, 
vou appearing to receive -$225.000 
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yourself ? A.—I do not know what 
he said, but I know the clear intima- 
tion to me was that I should receive 
ees and give him back the $55,- 
_Q.—Why did he say you were to 
give him $55,000? On what ground 
did he put it? A—He did not put 
it on any ground, but I think I un- 
derstood clearly what he meant. 

Q.—Tell me what happened? A. 
—That he was getting that in addi- 
tion to the amount of money I sold 
him the property for, and which, as 
far as I was concerned, did not inter- 
est me at all. I wish to be frank 
with you and tell you. 


Q.—Tell me what Fowler told you 
as the reason this was to be done in 
this way? A.—I really cannot re- 
member. It is nearly three years. 
I do not remember our conversation 
or the phraseology that was used, or 
anything, but I think that I do know 
that two and two make four, and that 
Fowler was making a profit upon the 
transaction, which I did not object 
to. 

Q.—I want you to reflect for a mo- 
ment and see if you cannot recollect 
what was said? A.-Well, it is a 
dificult matter remembering for 
years. There are some matters I do 
not remember. 

Q.—We will recognize that, but I 
want your best recollection of what 
was said? A.—It is difficult to re- 
member. : 

Q.—So you have said, but you are 
used to facing difficulties and over- 
coming them? A.—I am prepared to 
meet this too. I would be glad to 
giye you the substance and particu- 
lars of the conversation, if I remem- 
bered it. but I do not remember it. 
But I do know the document for 
$225,000 was placed before me. if 
know I signed it. I know I conveyed 
over a property that was worth twice 
the money that was named. I did 
not care whether it was Fowler or 
who got it. I sold the vroperty be- 
cause I was obliged to do it. It was 
being overated at a loss, though a 
verv valuable property if the prover 
capital had been .vut into it But 
as to any conversation, Mr. Shepley. 
TI do not at this moment remember. 
Tf T did I would tell you.: : 

Q.—When did you forget itP A. 
—TI cannot say. eee 

Q.—Did vou forget it since you got 
in the box? A.—Oh no, that is not 
a generous remark. 

Q.—Did you forget it this week? 
A.—It was very clear to me that the 
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$55,000 was a profit to Mr. Fowler. 
That was very evident. 

Q.—Now if you will put your mem- 
ory to work for -a moment— A.— 
And I was to give back to Fowler the 
difference. 

Q.—You have told us that and I 
want your memory to work? <A.—If 
you can refresh my memory I will be 
glad to get the hint from you. 

Q.—You did not profess to have 
forgotten it when you were asked the 
question? A.—In British Columbia? 

Q:—Yes?  A.—Yes. 

Q.—You did not profess to have 
forgotten it then. Have you for- 
gotten it since then? A.—It is quite 
possible. , 

Q.—What is quite possibleP A.— 
The conversation between Fowler and 
myself on that occasion, you mean? 

Q.—Yes? A.—I do not know that 
it is pertinent to this at all. I do 
not remember it. 

Q.—You have told me you do not 
remember. Now I have asked you 
whether you have forgotten it since 
you were examined in British Colum- 
bia a few weeks ago?P An Ase CO 
what our conversation was? 

Q.—Yes? A.—I said nothing in 
British Columbia on that point that 
IT remember. 

Q.—I am asking you if you have 
forgotten it? A.—Yes, I must have 
forgotten it if I said so. 


Q.—You have forgotten it? A.— 
I must have because I do not remem- 
ber anything now. If I said any- 
thing then I do not remember. Mr. 
Fowler was to get the difference. I 
was only to get $170,000. I was to 
convey the properties as at $225,000, 
which I did. And that is the sub- 
stance, and that ought to speak, I 
think, a great deal more than any re- 
collection of our conversation. 

Q.—Will you work your memory for 
a while and rest the other organ? 
A.—I wish you would only show me 
the example. 


Q.—I have been very quiet. I will 
stay perfectly still while you are 
thinking?  <A.—It is not a bit of 
use, I would only get embarrassed. I 
really do not remember. If I did I 
would be glad to tell you. I am here 
to tell you all I know, I am here to 
keep nothing back. I have nothing 
to keep back so far as I am personally 
concerned. 

Q.—I am setting you an example. 
T am keeping perfectly still? A.— 
But we must entertain the audience. 

Q.—No, that is not what you are 
here for? A.—No, I should not say 
that. 
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Q.—You are here to give me your 
memory, if you have any, and if you 
have not any memory to-day, tell me 
when you lost it? A.—The conver- 
sation with Mr. Fowler I cannot at 
this moment remember. It was to 
the effect that $225,000 was to be the 
nominal or professed price in the con- 
veyance. It was mentioned to me— 
it was given to me without my having 
any interest in the difference between 
the $170,000 and the $225,000. I 
carried it out. That is all I can re- 
member. 

Q.—What did he say he had to do 
with the $55,000? A.—Nothing, never 
mentioned what he had to do with it. 

Q.—Now your memory is good. He 
did not mention it? A.—Well, you 
would not have me remember some- 
thing that was not said. 

Q.—Never mind what I would do. 
I am more concerned with what you 
are doing now? A.—There might 
have been something said about con- 
siderations to some of his associates, 
but I do not remember that particu- 
larly. 

Q.—You do not remember it parti- 
cularly? A.—No, I do not. 

Q.—What do you remember of it? 
A.—I remember nothing, beyond what 
I have tried to tell you. 

Q.—What did you mean when you 
said he might mave mentioned that 
he might have something to do with 
his associates. What had you in your 
mind? A.—I do not know what I 
had in my mind. But if what I had 
in my mind is going to become the 
vehicle of slander I decline to say it 
most firmly. I have no right to as- 
sume it was anything improper. 

Q.—What you are saying now, if I 
understand you aright is, that you 
are not going to say what you re- 
member, because it would be a 
slander? A.—I did not say so, but 
Mr. Fowler, as I understood, had 
some associates in the company that 
was going to be formed. There was 
Mr. McCormack, there was Mr. Ir- 
win, and I do not know whether Mr. 
Hale of the Enderby Lumber Com- 
pany was not included, but I had no 
conversation with these gentlemen at 
all, but I know their names were 
mentioned as men about to form, 
with Mr. Fowler a Iumber company 
to operate in British Columbia. 

Q.—He did not tell you he was go- 
ing to share any of it with them?’ A.. 
—No, he did not, not particularly. 

Q.—Why did you drag ,them in? 
A.—Because their names were men 
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tioned. I am not dragging them in. 

Q.—I am trying to get what was 
said to you by Fowler about the des- 
tination of that $55,000? A.—No. 

Q.—You have told me at one time 
you did not remember, and you are 
not going to say because it would 
be made the vehicle for slander. 1 
want to know whether you are going 
to say nowP A.—No, you asked me 
what was in my mind at the time. 
You do not want me to tell you what 
might be invented. 

Q.—I want what Fowier told you? 
A.—You asked me what was in my 
mind. 

Q.—I was asking you what was in 
your mind when I was asking you 
the question? A.—Well, get down 
to what you want. © 

Q.—What did Mr. Fowler tell you 
was the destination of this fund of 
$55,000? A.—It was not mentionc:| 
at the time, 

Q.—Do you swear that? A.—TI do. 

Q.—Do you say he did not say any- 
thing in regard to what he had to 
do with it or was going to do with 
it? A.—I do not remember anything 
of the kind. 

Q.—Do you say you do not remem- 
ber or that did not occur? A.s—I 
am very sure that did not occur. 

Q.—Will you swear it did not oc- 
cur? A.—Come now. Not so far as 
I remember, and it is not likely such 
a thing was said. He might have 
said to me many things. 


Q.—What do you remember that he 
said to you? A.—But he never impli- 
cated any particular individual as a 
participant. 

Q.—What did you mean when you 
talked about slander a white ago? 
A.—There has been a good deal of 
it lately, it has been flying around. 

Q.—What did you mean when you 
said your answer might be a veh’ 
of slander? A.—I would rather not 
say, what I thought has not any 
bearing on this question. 

Q.—I am asking what you thought 
—what he said? A.—That is the 
very thing you are asking. 


JUDGE MacTAVISH : 
Mr. Fowler said. 

A.—I do not remember, your Honor. 

MR. SHEPLEY: Why did you fear 
if you told me you might be slander- 
ing somebody? A.—Well. I might 
imagine that part of the $55,000: 
might go to any of the four winds of 
the heavens, but that is no justifica- 
tion for my saying so, and certainly 
T cannot appeai to my imagination. 


No, what 


Ind. Order of Foresters, 
(Peter Ryan, Ex’d.) 


Q.—I am not appealing to that 
characteristic of yours, I am appeal- 
ing to your candour as a witness? 
A.—I am trying to be candid. 

Q.—You expressed the fear that if 
you answered the question you might 
be slandering someone? A.—Well, 
I might be slandering A. B. or C. 

Q.—That is if you told me what 
Fowler said? A.—But I do not re- 
member. You asked me what Fowler 
said, and I cannot remember, and 
another thing, I do not think I would 
have given it a moment’s thought. 

Q.—You did not believe it? A.— 
,No, I would not have believed it. 
I believed it was for payment for 
himseif. 

Q.—You did not believe what he 
told you about it? A.—If he said 
anything that it was not for himself 
I did not believe him then and I do 
not believe him now. 

Q.—You did not believe what he 
told you? A.—No, I do not believe 
he told me anything. You are still 
harping on that, 

Q.—This is not a common occur- 
rence? A.—I appreciate your posi- 
tion and mine. I have repeated over 
and over again that I do not recall 
what Mr. Fowier said. Do you wish 
me to contradict myself? 

Q.—I wish you to give me your re- 
collection or else explain why you 
have forgotten it? A.—I do not say 
I have forgotten it, nor do I say I 
made mention of the fact that I re- 
membered such a thing. If I have 
done so I am open to the charge of 
inconsistency or defective memory. I 
am quite willing to admit it, but if 
I can help you further I would do it. 
I am here to tell the truth, and as 
Sir John Boyd read you out his story 
IT will give you mine without any in- 
terruption, if you wili permit me. 
These properties were submitted at 
a price. We came to a bargain. The 
bargain was carried out and it was 
made to appear that $225,000 was 
the price. I carried that out. What- 
ever is to be testified it must be by 
Mr. Fowler. 

Q.—You got the $225,000? A.— 
Yes. 

Q.—You paid him back $55,000? 
A.—Nearly $55,000. 

Q.—Did he claim that amount, that 
he was to have $55,000 of that re- 
turned to him? A.—Yes. 

Q.—He told you, did he not, for 
what purpose he required the money, 
and do you say you have forgotten 
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it? A.—Subsequently, months after 
that, he did say it was not all for 
himself, that he had to divide up. I 
never asked him with whom he was 
going to divide, or with whom he had 
divided it. 

Q.—Did he tell you? A.—I won’t 
answer it. 

Q.—You won’t answer? A.—WNo. 

Q.—You say months after. How 
long after was it? A.—I cannot say; 
quite a time afterwards, but I did 
not believe him. I do not believe 
him now. 

Q.—And therefore, you do not tell 
me what he said? A.—No. 

Q.—You refuse to answer? 
do. 

Q.—I ask you to come back at half 
past ten on Monday morning and see 
whether, after reflection, you change 
your mind on that question? A.—I 
hope you do not think it is stubborn- 
ness. I do not think the retailing of 
an answer would do any good. 

Q.—If you will come back here at 
10.30 on Monday morning we will see 
what will be done. 

JUDGE MacTAVISH: What about 
Mr. Levesconte? 

MR. SHEPLEY: My suggestion is 
that he should leave those papers 
with us and return on Monday morn- 
ing. 

MR. LEVESCONTE: These dockets 
are in daily use in my office. 

MR. SHEPLEY: We are not going 
to. keep them so that you cannot get 
them back. 

MR. LeVESCONTE: These are not 
in reference to these matters. These 
are my general dockets. 

MR. SHEPLEY: Well, you will 
let us see what is in them? 

MR. LEVESCONTE: Yes. 

JUDGE MacTAVISH: If it appears 
before we adjourn on Friday evening 
that the witnesses that are wanted to 
continue this inquiry will not be here 
on Monday morning, I hope we will 
not be called here— 

MR. SHEPLEY: We will arrange 
to communicate with the witnesses. 


JUDGE MacTAVISH: Right away? 
MR. SHEPLEY: Yes. 


A.—I 


(The Commission then adjourned 
from Wednesday, September 26th, at 
5 p.m, till Thursday, September 27th, 
at 11 a.m.) 
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SEVENTY-FIFTH DAY. 
MORNING SESSION. 
Toronto, Thursday, Sept. 27, 1906. 


MR. SHEPLEY: The first thing I 
desire to do is to correct an erroneous 
impression which seems to have been 
taken with regard to a statement fur- 
nished to me by Mr. Stevenson, and 
which I put‘in yesterday afternoon 
as his statement, with respect to the 
transactions in the North West lands. 
The statement was not given to me 
and I did not put it in for the pur- 
pose of showing that the Trust funds 
had benefited to the extent shown by 
the statement, but only for the pur- 
pose of showing that the transactions 
were in themselves meritorious. The 
statement was not filed with any in- 
tention of showing the Trust funds 
had benefited or had not benefited, it 
was only for the purpose of showing 
what happened in the transactions 
themselves; for instance, the Great 
West Land Company, the profits in 
that were not taken by the Foresters 
at all; they went to the syndicate we 
have heard about. But it was only 
for the purpose of justifying in 2 
general way the policy of investing 
in that sort of security. 

JUDGE MacTAVISH: Yes. 

MR. SHEPLEY: I ought to tell 
Your Honors that Sir John Boyd has 
desired to make a further statement 
and. I have said Your Honors will 
give him the opportunity at eleven 
o’clock, and I have no doubt he will 
be here in a moment. He is sitting 
in the other Court Room. 

—Hon. Sir John A. Boyd made the 
following statement : — 

I would like, with the permission 
of the Board, just to supplement what 
I said last night—I am aware I am 
under goath—lest there might be any 
mistaken impression or aly injustice 
done to anybody. I have been think- 
ing the matter over. While I cannot 
recollect just the details, I may have 
said to Mr. Wilson in my interview 
with him that it was competent for 
this company and this svndicate to 
enter into this joint deal, and that 
there might be proper compensation 
made if the syndicate. required that 
as a condition, they being an inde- 
pendent concern and having it in 
hand might say the terms on which 
they might come in; if that was sat- 
isfactory and acceptable to all parties 
interested that that might be carried 
out. That may be the origin of this 
$95,000 that we have heard about. 
although I do not recollect it: in that 
shape, but if it was carried out in 
that way that is one thing. What was 
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distinctly present to my mind in 
speaking with Mr. Wilson was that 
there was going to be a substantial 
payment on the part of this syndi- 
cate; it was to be a joint concern, it 
was to be a sort of partnership con- 
cern. If the transaction had been 
understood by me to be this, that 
there was to be a sum of money paid 
to them, such as $95,000 or anything 
else, and they to be putting nothing 
in, then the transaction would have 
assumed a very different form; that 
would have been then really a pur- 
chase of all the syndicate interests 
and all the profits should have gone 
to the Trust Company; and the syn. 
dicate should have gone out. If they 
were going on as a joint concern, 
which I understood was the case, my 
recollection is very clear, I have no 
doubt at all about that, that it was 
represented to be on the basis of 
their paying for some substantial share 
of the concern, and their right to get 
profits would be only based on the 
money they put in out of their owp 
pockets. The idea never entered my 
mind, never was communicated to me, 
that this transaction was to be one in 
which the company should advance 
the whole money and the gentlemen 
who put in nothing -should reap the 
profits. That certainly was not a 
transaction I could have sanctioned 
in any shape or form. I just men- 
tion that in case it might be thought 
there was some misapprehension about 
this $95,000. That bonus given in 
that way certainly would not have 
been carried out to my mind proper- 
ly by giving a share of the profit. 
If that be representing the price 
which they charged the company to 
come in, all parties interested agree- 
ing to that, that should have been 
the end of it. It seems to me ap 
anomalous thing to put that in as 3 
profit sharing fund in competition 
with gentlemen who were paying, as 
I thought all these other gentlemen 
were paying, their proper share, That 
is the explanation I wish to give, as 
the matter was in my mind. 


WOODMEN OF THE WORLD. 
Mr. T. H. Luscombe, appeared for 
the company. 


WILLIAM C. FITZGERALD, re- 
called. 


MR. TILLEY: (Q-—You. “areal. 
ready sworn? <A.—Yes. 


Woodmen of the World. 
(W. C. Fitzgerald, E’xd.) 


Q.—The investigation of the Wood- 
men was adjourned from London till 
this date—it was first adjourned to 
an earlier date, and then put off till 
this date because you were still not 
ready with the books. Have you com- 
pleted the work that you thought 
was necessary in connection with the 
books? A.—-Yes, we did. 

Q.—And there is no further time 
desired so far as you are concerned 
in order to complete that? A.—lIt 
was suggested we should have a 
further adjournment to carry out the 
suggestions of Mr. Edwards. 

Q.—That was suggested by whom 
that there should be a further ad- 
journment, by you? A.—No. 

Q.—The books now, as I under- 
Stand it, are completed to your satis- 
faction? A.—I thought so. 

Q.—That must be the fact then, I 
suppose? A.—Yes, 

Q.—From your standpoint there re- 
mains nothing more to be done, is 
that right? A.—Unless we carry out 
the suggestions of Mr. Edwards. 

Q.—Where is the ledger? A.—We 
have just sent for it, it is down at 
the hotel. 

Q.—We will leave that until the 
book ig here. 

MR. LUSCOMBE: Could not we 
deal with it now without going into 
the book? It is not satisfactory to 
Mr. Edwards, and we might as well 
face that fact. 

MR. TILLEY: The book does not 
necessarily need to be to the satisfac- 
tion of Mr. Edwards, if it is to the 
satisfaction of the Order that is all 
we can ask. We can only examine 
as to its contents and conditions, it 
is not for us to say the books must be 
kept differently. 

MR. LUSCOMBE: With regard to 
that Mr. Edwards did make some re- 
commendation with regard to the 
ledger, and Mr. Vitzgerald supposed 
he had carried these recommendations 
out. When Mr. Edwards saw _ the 
ledger last night at London he said 
that it was not put in the shape he 
desired. We are quite willing to put 
the ledger into any shape that may be 
desired by Mr. Edwards on behalf of 
the Commission, and in order to do 
that however it will be necessary for 
us to have an enlargement so far as _ 
the ledger is concerned. So far as 
our general examination of Mr. Fitz- 
gerald is concerned we are quite ready 
to go on with. 
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MR. TILLEY: I suggest we go on 
for a time at any rate until we get 
the book here. 

JUDGE MacTAVISH: Yes. 

MR. TILLEY: Q.—Is this pam- 
phlet the first edition of your by- 
laws and constitution? A.—Yes. 

Q.—That is the constitution as it 
existed in 1893? A.—Yes. 

Copy of Constitution as it existed 
in 1893 filed as Exhibit 513. 

Q.—This will be a copy of your by- 


laws as they stand to-day? A.—No, 
this is as they stood in 1904. There 
was a revision this year, 1906, a 


slight revision, not any material 


changes. 

By-laws as of 1904, filed as Exhibit 
514. 

Q.—There have been some amend- 
ments made to these by-laws since? 
Ay—Inel SOG: 

Q.—Have you the book here which 
shows those 1906 amendments? A.— 
I think I have the 1906 amendments 
with me. 

Q.—Will you produce them? A.— 
Yes; these are the amendments. 

Q.—First say the number of the by- 
law that has been amended? A.— 
The first one is number 112. 

Q.—And the others that have been 
amended are 114, 116, 119 and then 
there is a general confirmation of the 
by-laws as they then stand? A.— 
Yes. 

Amendments to by-laws filed as Ex- 
hibit 515. 

WITNESS: The by-laws have not 
been re-printed since those amend- 
ments took place? | 

Q.—You have printed merely a slip 
to show the amendments? A.—Yes. 

Q.—When were these amendments 
made, at some meeting of the Head 
Camp? A.—Last March. 

Q.—Not by the Executive? 
No. 

Q.—And that involved some change 
of rate, did it? A.—That involved 
a rate for a $250 policy; it did not 
change the other rates at all. 

Q.—By your original Act of 1893 
the subjects there set out were four: 
First, to unite its members in social 
and fraternal bonds; second, to col- 
lect and distribute charitable dona- 
tions; third, to make with its own 
members contracts for insurance in 
sums not exceeding $3,000 payable on 
the death of the insured; fourth, to 
erect a monument over the grave of 
each deceased member. 

Q.—Then by the amending Act of 
1904, which you spoke about when you 
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Woodmen of the World. 
(W. C. Fitzgerald, E’xd.) 


were previously examined, the addi- 
tion was made of a clause which was 
lettered C. ‘To establish and  ad- 
minister a fund for the payment of 
sick and funeral benefits??? A.— 
Yes. 

Q.—So that the objects as they now 
stand comprise these four matters? 
A.—Yes. 

Q.—The provision as to the erec- 
tion of a monument over the grave 
of each deceased member provided 
that the monument should be worth 
how much money originally? A.— 
$100, not less than that. 


Q.—Was that taken into account 
as part of the insurance benefits that 
he received under his policy? A.— 
Yes. 

Q.—It was estimated as an expense 
the society would have to bear as the 
return for the premiums it received? 
A.—That is it. 

Q.—What was the rule as it origin- 
ally existed with regard to cases 
where a monument was not required 
or desired? A.—The rule was to 
transfer the $100 to the expense fund. 

Q.—That was not the original rule? 
A.—No. 

Q.—I am asking you now what the 
original rule was that governed that? 
A.—It just lapsed into the Insurance 
fund. 

Q.—That is if the family of the de- 
ceased member did not desire the 
monument there was no_ provision 
whereby the cash value of it, $100 
will be paid? A.—No, none. 

Q.—Did the society at any time 
permit that to be paid either as a 
matter of course or because it thought 
it proper in a particular case? A.— 
Never, they never paid the money ex- 
cept 

Q.—There are references from time 
to time for applications for the mon: 
ey? A.—Except in some cases where 
the members had already monuments 
erected, the Order has paid to the 
beneficiaries an amount in lieu of the 
monument. 

Q.—That is to say where it was a 
case of the member having made that 
expense himself? A.—Yes, erected a 
monument in his life time. 

Q.—You would, as it were, return 
to the beneficiary the money _ that 
had been paid in that way? A.— 
Yes. 

Q.—Was that a uniform rule? A. 
—No. I think each case was decided 
on its own merits. 
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Q.—Each case would be dealt with 
as it came up? A.—Yes. 

Q.—And you never felt yourselves 
bound by precedent? A.—None. 


Q.—If a monument was erected 
did it always cost $100? A.—The Or- 
der never allowed anything unless it 
was of the value of $100, in the first 
place at least. 

Q.—In order to become entitled to 
that contribution a monument must 
be erected costing $100 or over? A. 
—Yes. 

Q.—And in no case did the society 
ever pay part of $100 instead of the 
whole, where the beneficiary would 
be satisfied with a cheaper monu- 
ment? A.—We have paid less than 
$100. 

Q.—Under what circumstances 
would you pay less than $100? A.— 
In cases where the Order would put 
the inscription on the monument 
themselves, they would possibly take 
out the cost of putting the inscrip- 
tion on, and paying the difference to 
the beneficiary. 

Q.—Is that a rule? A.—No, there 
is no rule at all. 


Q.—I want to know from you 
whether there is any saving in res- 
pect of that item? A.—Very little. 

Q.—Is there any account of it 
kept? A.—An account of the savings 
of ‘each of these? 

Q.—Yes? A.—No, none. 

Q.—No account in your books that 
would indicate that? A.—No, it 
just remained in the insurance funds, 
it was never taken out. 

Q.—It remained as one of your as- 
sets, because you have not paid it 
outr) At —No? 

Q.—But you do not show that in 
your books? A.—No. 


Q.—When a member dies is any 
entry made in your books with respect 
to that $100 item at the time he 
dies? A.—As soon as the claim is 
settled, the original claim, there is 
$100 transferred to the monument ac- 
count. 

Q.—So that the claim papers being 
completed and the claim on the pol- 
icy I suppose paid then you make a 
transfer from your insurance fund to 
a monument fund? A.—Yes. 

Q.—Of $100 for each member? A. 
=k OF, 

Q.—That is done without regard 
to whether the beneficiary desires a 
monument or a contribution towards 
a monument or not? A.—That is: it. 

Q.—Then tell me when the monu- 
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Woodmen of the World. 
(W. C. Fitzgerald, E’xd.) 


ment account was opened up? I 
think about three or four years ago. 


Q.—There was a provision made in 
the amendment of the by-law number 
44 in the year 1900 that a monument 
account should be opened and trans- 
fers made to it, I suppose that is the 
time? A.—That is the time. 


Q.—Before that date, as I under- 
stand it, there would be no entry in 
your book at all unless there was a 
cheque paid out by way of contribu- 
tion to a monument? A.—Unless 
there wag a cheque paid out. 

Q.—Failing the payment out of any 
money the society was just that much 
better off in its insurance fund 
account? A.—Yes. 


Q.—Had so much more money with 
which to meet its obligations under its 
policies? A.—That much ahead, 

Q.—Tell me what the object was 
of opening this monument account? 
A.—I think it was to keep track of 
the payments against the monument. 

Q.—You think it was for the pur- 
poses of showing the receipts and in- 
come with respect to that item of 
the society? A.—yYes, 

Q.—So as to show whether there 
was any gain or saving to the society 
in respect of it? A.—Yes. 

Q.—Was that the real object or— 
A.—That was a matter of bookkeep- 
ing of course. 

Q.—That was purely a matter of 
bookkeeping? A.—Yes. 

Q.—Was it not for the purpose of 
passing some money out of the insur- 
ance fund into the expense fund? A. 
=+NO: 

Q.—Tell me how you treated that 
account, if there was a balance there? 
A.—In what way? 

Q.—Supposing the beneficiary did 
not desire a monument, a saving of 
$100 would be left in that account, 
what would you do with it? A.—It 
would be transferred to the expense 
account. 

Q.—Had any moneys been trans- 
ferred from the insurance fund to the 
expense fund before that account was 
opened in respect of that item? A. 
—In respect of monuments? 

Q.—YesP A.—Yes. 

Q.—You had made transfers? A.— 
Yes. 

Q.—I thought I asked you whether 
you had in any way entrenched upon 
that insurance fund with respect to 
that item before and JI thought you 
said not? A.—I did not understand 
you if I did. 
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Q.—We understand each other now; 
then there was no change in your 
method of treating of any moneys 
that were not paid out in respect 
of the monuments either after the 
amendment in 1900? A.—None. 


Q.—It had been going to the ex- 
pense account and still went to the 
expense account? A.—-Yes. 


Q.—Then it is proper to say thxt 
there could have been no discussion 
at that time about the necessity for 
getting more money in the expense 
account? A.—None. 


Q.—Well, you have had some dis- 
cussions from time to time as to the 
necessity of taking some of your 
funds for the purposes of expenses, 
have you not? A.—Some of the 
beneficiary funds? 

Q.—Yes? A.—None, except— 

Q.—Except what? A.—Except in 
some particular cases where the monu- 
ment would be transferred to the 
expense fund. 


Q.—You have told us about that? 
A.—Yes. 

Q.—Then in Section 3, declaring 
the objects, your insurance was lim- 
ited to $3,000? A.—Yes. 

Q.—Has that always been observ- 
ed? A.—Always. 

Q.—No insurance has ever beén is- 
sued for more than ‘that amount? 
A.—No. 

Q.—By Section 10 it was provided 
in the original constitution that your 
meetings should be annual? A.— 
Yes. 

Q.—Section 10, ‘‘regular meetings 
of the Head Camp are to be held 
annually on the 8rd Wednesday in 
February as provided by the Act of 
Incorporation at such places in Can- 
ada and at such hours as such Head 
Camp may from time to time deter- 
mine.’?’ That is in your by-law? A. 
aa that is in the griginal by- 
aw. 

Q.—The Act covers the same thing, 
in Section 12, ‘‘a meeting of the re- 
presentatives of the order in Head 
Camp shall be held: on the 3rd Wed- 
nesday in February in each year at 
such place in Canada as the Head 
Camp may from time to time de- 
termine, at which meeting a_ state- 
ment of affairs of the Order shall be 
submitted.”’ The Act of Incorpora- 
tion is in the front of each of your 
printed books of by-laws? A.—Yes. 

Q.—Have you any extra copies of 
this here? A.—Of the old ones? 

QO =Ves?. »Ai—__No; bhava nots Al 
have of this one. 
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Woodmen of the World. 
_(W. C. Fitzgerald, E’xd.) 


Q.—Has that provision in the Act 
and also in the by-law been observ- 
ed? A.—Always observed. 

Q.—Did your society at any time, 
make any change for the purpose of 
complying with the Act, but still not 
going to the expense of holding a 
regular meeting? A.—Yes. 

Q.—What change was made? A. 
—Of course it always provided the 
Annual Meeting should be held just 
the same. I think it was in 1898 or 
1896. I am not sure of the date. 


Q.—I think I can give you the date. 
That would be 1900, I think? A.— 
It was in 1898. 


Q.—Was it 1898? A.—Yes, 1898. 


Q.—I see there is a reference to it 
in the 1900 book. It was repeated 
there probably? A.—It would be re- 
peated in 1900. 


Q.—Is that in that one? A .—Yes, 
it is in this one, 1898. 

Q.—Then in 1898 the change was 
made, and does it stand the same 
way now? A.—The same way, now. 

Q.—The change was effected by 
providing that the Head Camp should 
meet in odd numbered years in the 
city of London and those meetings 
were to be called statutory meet- 
ings? A.—Yes, statutory meetings. 

Q.—Then in the even numbered 
years in such places in the Domin- 
ion of Canada as the Head Camp 
shall from time to time determine, 
and these meetings shall be called 
legislative meetings? A.—Yes. 

Q.—So that you divided your meet- 
ings into statutory and legislative? 
A.—Yes. 

Q.—The idea being that the statu- 
tory meeting was a strict compliance 
with the Act? A.—Yes. 

Q.—And your by-law? A.—Yes. 

Q.—And the legislative meetings 
would be your real meeting to trans- 
act. business?! A.—That would be 
meetings to legislate and elect of- 
ficers. 

Q.—What is done at the statutory 
meetings? Do you convene, have de- 
legates? A.—Oh yes, convene and 
notices are sent out in the usual way. 

Q.—The meeting is called in just 
the same way as the regular meet- 
ing was before the change was made? 
A.—The same way exactly, the notices 
were sent to all the representatives, 
a month’s notice. 

Q.—Do any delegates attend? A. 
—Yes. 

Q.—Do they get pheir expenses? 
APENo: 
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Q.—You have provided that any de- 
legates attending that meeting shall 
not be re-imbursed their expenses? 
A.—No. 


Q.—I suppose that has the effect 
of keeping many away who would 
otherwise come? A.—The meetings 
are not so largely attended. 

Q.—Do you transact any business 


at all at those meetings? A.—Simp- 
ly submit reports. 
Q.—Do you in’ any way discuss 


changes in the constitution and by- 
laws? A.—No. 

Q.—Is there anything in your by- 
laws that you cannot at those meet- 
ings make any changes? A.—Yes. 


Q.—What? A.—It is provided for 
under the |heading Amendments, I 
think you will find it. Look at 181. 

Q.—That is the by-law that has 
been added then since the original 
by-laws of 1893? A.—Yes. 

Q.—1381 reads ‘‘After these by-laws 
shall have been finally passed and ap- 
proved ‘they shall not be altered.’’ 
(Reads). Then is that the only pro- 
visionP <A.—130, ‘‘any of the by- 
laws of the Order may be amended, 
altered, repealed or added, and new 
by-laws enacted at any legislative or 
special meeting of the Head Camp.”’ 

Q.—And then you have an. addi- 
tional sub-section to that section 130 
providing that all by-laws as amend- 
ed, altered or added to shall apply to 
every member of the Order whether 
his policy Was issued before or after 
such amending or new by-law? A.— 
Yes, it would apply to members of 


the Order who were in before the 
amendment was made as well as 
after. 


Q.—Will you say if there was any 
object of doing away, as it practical- 
ly does away, I suppose, with one 
meeting every other year? Anything 
besides expense? A.—I think that 
is the principal thing, yes. 

Q.—It was a matter of reducing 
the expenditure, and feeling, possib- 
ly, that a meeting every year was not 
really necessary ? 
by-laws every year was not very sat- 
isfactory. There is an uncertainty 
about how the matter stands when 
by-laws are altered frequently. 

Q.—Then the rule against altering 
the constitution and  by-laws—you 
transact any other business that may 
come up before that statutory meet- 
ing, do you? A.—Yes, any business 
may be transacted at the statutory 
meeting, except amending the by- 
laws and election of officers. 


A.—Well, altering. 
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Q.—In the Act of 1904 that you 
obtained I see that there is nothing 
said there which sanctions your divi- 
Sion of meetings into statutory or 
legislative? A.—No. 

_ Q.—Did you consider the advisabil- 
ity at that time of making the meet- 
ings biennial instead of’ yearly? A. 
—At the time this amendment was 
made? 

_ Q.—Yes, in 1904? A.—Yes, I think 
1t was considered before that. 

Q.—But when you were getting the 
new Act did you consider the advis- 
ability of amending your old Charter 
in that respect? A.—No. 

Q.—And possibly you would not 
consider it advisable anyway? A.— 
We did not consider it advisable any 
way. We thought it should be an 
annual meeting. The General Act 
provides for an Annual Meeting. 

Q.—Quite so, but I was asking 
whether you thought of amending’ the 
General Act when you got your 
Amending Act? A.—No, we did not 
consider that. 

Q.—Has any proposition been made 
to make the legislative meetings tri- 
ennial instead of biennial? A.—I do 
not think so. 

Q.—No discussion of that at any of 
your meetings? A:—I think © not; 
not to my recollection. 

Q.—Then by Section 20 of your by- 
laws you have provided for the fees 
to your members attending and as to 
quorum. That would be 20 or 21- 
One-fifth of the members of the Head 
Camp shall be a quorum for the 
transaction of business, and 21 pro- 
vides that the number of members 
attending the Head Camp shall re- 
ceive $2 a day for attendance, in- 
cluding the time necessary to reach 
and return from the meeting, and in 
addition mileage at the rate of 5 
cents a mile, one way by the nearest 
practicable route. That was the 
provision in 1893 without any limit 
as to the amount that would be paid 
under that section? A.—Yes. 

Q.—Since then you have put a limit 
on it, have you not? What is the 
limit? A.—$15, I think, is provided 
for in by-law 21. 

Q.—By-law 21 has had the provision 
inserted that no member under this 
section shall receive more than $15? 
A.—Yes, 

Q.—Can you say what effect that 


change had financially? A.—In dol- - 
lars and cents? 

Q.—Yes, approximately? A.—It 
has saved a few dollars, not very 
much, 
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_Q.—What do your Annual Meet- 
ings cost at the present time? A.— 
Well, the last one cost $1,926—over 
$1,900 anyway. I think it was $1,926. 

Q.—Is that as high a cost as any 
of your past meetings? A.—This is 
the highest. 

Q.—That is the highest cost you 
have made yet? A.—Yes. 

Q.—What was the amount that you 
had paid to any member. What was 
the maximum you would have paid to 
any member before the $15 was es- 
tablished? A.—To any Ontario mem- 
ber P 

Q.—Well, to any member who would 
attend your Annual Meeting?  A.—I 
think we paid as high as $100 to 2 
British Columbia man. 

Q.—That is to say persons coming 
from British Columbia get mileage 
at 5 cents a mile from British Colum- 
bia? A.—No, it was not reckoned 
in that way. There is a special pro- 
vision here for payment of delegates 
outside of the Province of Ontario. 

Q.—Then that $15 rule does not 
apply to any such delegate? (As. 
Not to members outside of the Pro- 
vince of Ontario. 

Q.—What was the maximum you 
would pay to any person in Ontario? 
A.—$15. 

Q.—Before the $15 rule? A.—I do 
not remember any case where we paid 
more than $15. 


Q.—Even before the amendment? 
A.—Most any man can come from any 
part of Ontario to a central point for 
that, at $2 a day, unless he stayed 
too long. . 

Q.—How long do your meetings usu- 
ally last? A.—About two days. The 
meetings themselves. The actual 
meeting about two days. 

Q.—Then in sections 40 to 44 of 
your by-laws you have provisions as 
to the powers of the Executive. Your 
Act gives you no specific richt to dele- 
gate the functions of the Head Camp 
to the Executive, does it? TA el § 
think not. 

Q.—Has any question ever. been 
raised as to your right to do so? A- 
—No, none whatever. 

Q.—Section 40 provides, ‘“The Exe- 
cutive Council shall have all the 
powers, except while the Head Camp 
is in session, and absolute original 
and apvellate and final jurisdiction 
of the Head Camp. and all such powers 
and jurisdiction as are hereby con- 
ferred upon the Executive Council.” 
That was the way it stood originally- 
You made some amendment to that- 
did you not, whereby you excepted 
the power of legislation? . A.—Yes.- 
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Q.—Before that amendment was 
passed, did the Executive legislate? 
A.—They might have in one or two 
isolated cases. 


Q.—Would they take it on them- 
selves to change the by-laws? A.— 
Well, in a minor way. 

Q.—That is to say they used their 
own discretion as to whether the pro- 
posed amendment was so unimportant 
that they might deal with it, rather 
than leave it for the Head Camp? 
A.—I think cases came up where it 
was thought advisable to make a 
slight amendment; for instance the 
adding of an occupation to the haz- 
ardous by-law, declaring a certain 
occupation hazardous, or sométhing 
like that. 

Q.—They would assume the right 
to do ‘that?’ )A\—Yes: There were 
so very few in it long ago I cannot 
recollect any particular case. 

Q.—Under your by-laws as they now 
stand, would you consider they have 


aright at the present time to do that? 


A.—To legislate? 


Q.—Well, for instance to add some 
occupation to the hazardous list? A- 
—TI think that is specially provided. 

Q.—Otherwise you would say they 
would not under this general rule? 
A.—Yes. 

Q.—Then the provisions as to your 
funds are contained in sections 44 to 
49 of your by-laws, and 49 is the sec- 
tion that guards the insurance funds? 
AS eat 

Q.—It provides that all moneys de- 
rived from assessments as hereinbefore 
provided, except the assessment for the 
Emergency Fund. and shall be known 
as the Insurance Fund. No claim shall 
be paid from this fund except death 
losses and payments for monuments 
and re-payments to the Emergency 
Fund. Now. do you understand that 
provision against the payment of any 
claims of that fund, except for death 
losses or for monuments to prohibit 
you from using that fund for any 
purpose except to pay death losses? 
Ais 2Thate eae 
Q.—And for monuments? A.— 
Yes, 

Q —There has never been any dis- 
cussion as to the meaning of the word 
or the force of the word ‘‘claim” 
there?—‘‘No claim shall be paid?”’ 
A.—No. 

Q.—It has heen assumed to mean 
that nothing shall be paid? Ar 
That is it. 

Q.—Except the specified matters? 
A.—Yes. 
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Q.—Then if you take from that In- 
surance Fund moneys and transter 
them to a Monument Fund, and then 
take the money from the Monument 
Fund to the Expense Fund, are you 
not using Insurance Funds for gen- 
eral expenses? A.—Well, that is 
provided for, I think, here. 

Q.—Where is the provision for 
that? A.—That when a monument 
is not claimed within a year. 

Q.—Where is it? A.—I do not 
see it Just now, but that is the case. 

Q.—1 wish you would get it for 
me if there is any such by-law, 1 have 
not noticed it if there is? A.—It is 
one of the later by-laws. 

Q.—There is a provision that no 
action shall be brought against the 
Society for any benefits, unless the 
claim is made within a year? A.— 
Within a year after death. 

Q.—Was that the by-law you were 
thinking of? A.—No, I think unot- 

Q.—The by-law I have just referred 
to was by-law 120 and the provision 
at the end of it is ‘‘no action shall 
be brought against the Order by any 
beneficiary or claimant under any 
policy unless the same is commenced 
within the term of one year next 
after the death of the assured. That 
was passed for what reason? A.— 
That was to make it certain as to 
when our liability ceased on a claim. 

Q.—Why should it cease within any 
particular period? Supposing a pol- 
icy becomes a claim, why should your 
liability on your policy not continue 
until it is paid? A.—I think there 
was a difference of opinion as to that- 
as to what the reason was. 


Q.—What have you to say about 
it? What was the reason that prompt- 
ed the Order to make that amend- 
ment? A.—I think the reason that 
prompted the Order was to fix the 
period of our liability on each claim. 
It was thought reasonable that if any- 
body wanted a claim paid that they 
should at least make it within a year- 
It has never been taken advantage 
of. 

Q.—Had any claim been made at 
the expiration of a longer period that 
caused you to make this change? A. 
—No, I think not. 

Q.—Was it made because of any 
difficulty in any particular case? A- 
—No, most other societies have o 
similar provision, otherwise we thought 
we would be holding it over. the lia- 
bility, for six years probably. 

Q.—Unless it was paid? A.—Un- 
less it was paid. 

Q.—Then 45a says ‘‘All moneys de- 
rived from assessments as hereinbe- 
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fore provided, except the assessment 
for the Emergency Fund and the per- 
centage set aside for the Investiga- 
tion und, shall: be known as the In- 
surance Fund. No payment shall 
be made from this fund except for 
death claims and payment to Monu- 
ment Account and re-payments to the 
Kmergency Fund.’ ‘Then it goes on 
to provide that any unpaid moneys 
from monuments can be transferred 
to the Expense Account, so that to 
that extent your by-laws provide for 
the taking from the Insurance Fund 
moneys that ultimately go into the 
Expense Fund? A.—Yes, sir. 

_Q.—Now, is there any other provi- 
sion in your by-laws whereby money 
igs taken from the Insurance Fund. 
and carried either directly or by any 
longer route, into the Expense Ac- 
count? A.—There is a provision ip 
the by-law for the Investigation Fund- 
_Q.—When was that provision put 
inf That was not in the original 
by-laws? A.—No, I think that was 
about four years ago, in 1902, 

Q.—The Investigation Fund was 
established in 1902? A.—Yes. 

Q.—Why was that fund established? 
Just to create more money for ex- 
penses? A.—No, because that fund 
was used for special purposes, 

Q.—-What special purposes was it 
used for? A.—Investigating claims. 
guarding the Insurance Fund. 

Q:—Do you keep it separately in 
your books?. A.—Yes. 

Q.—It is supposed to be used to 
investigate doubtful claims, to defend 
suits and to investigate acts of mem- 
bers. What is meant by the expres- 
sion ‘‘to investigate acts of mem- 
bers??? A.—I suppose an example 
would be a member who possibly was 
breaking the by-laws—loose in his 
habits, and so on. 

Q.—Sort of Secret Service Fund? 
A.—Yes. 

Q.—To be able to make inquiry re- 
garding the habits of any member of 
the Order, to ascertain whether he is 
violating any of the obligations that 
he assumed? A.—yYes. That of it- 
self would be a protection to the Fund. 

Q.—Have any moneys been used out 
of that fund for any purpose that does 
not come directly within one of those 
three headings? A.—No. 

Q.—Have any moneys been paid to 
you out of that fund? §A.—Person- 
ally ? 

Q.—Yes? A.—None. 

Q.—None have come to you at all? 
A.—No. Except possibly I think. 
there were one or two disbursements 
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in a suit, or something like that. 
That would not come directly to me. 
though? 


Q.—You say it did not stick, at 
any rate? .—No, it did not stick. 
Diet was only ‘passed on? A. 


—Yes, there were only one or two 
small items that were paid to me 
from that. It did not stick long. 

Q.—There is no provision in your 
Act of Incorporation, either in the 
original Act or the amending Act. 
which requires you to maintain that 
Insurance Fund and not use it for 
expenses, is there? A.—No sir. 

Q.—Do you keep the Insurance 
Fund and the other funds in different- 
bank accounts? A.—No, all to- 
gether. 

().—Your expense moneys are in 
with your insurance moneys? A.— 
Yes. 

Q.—If you use more for your ex- 
penses than you should properly use. 
it does not overdraw your bank ac- 
count, does it? A.—No. 

here is no financial] arrange- 
ment tthe must be made in order that 
you may do that? A.—No. 

Q.—Do you ever pay out more 
money on expense account than you 
have to the credit of that account? 
A.—Oh yes. 

Q.—You do that? A.—Oh yes. 

Q.—Have you any account in your 
books that shows where that money 
comes from for the expense account 
in such a case? A.—We have our 
books kept in three accounts * you 
know, in three funds, Insurance 
Fund, Emergency Fund and Ex- 
pense. Fund. If there is more with- 
drawn from the Expense Fund than 
there is in the Expense Fund, it 
shows it there. 

Q.—How long have you been keep- 
ing the 3 accounts separate? A.— 
Always. 

Q.—And you say from the way your 
books have always been kept it would 
indicate whether you were paying out 
more from a certain fund than you 
had to the credit of that fund? 
Then to what extent have you 
been paying money out of the expense 
fund and nothing there to its credit? 
A.—Not very much. 

Q.—Is that continuous? A.—No. 

Q.—Is that the condition at the 
present time? A—No. We have al- 
ways squared the insurance fund—at 
least we have always squared the ex- 
pense account by borrowing from the 
bank and owing to the bank. 

Q.—You have always squared the 
expense account by _making a loan 
from the bank and then owing the 
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bank for the money? A.—Yes, ow- 
ing the bank for the money and al- 
ok keeping the insurance money in- 
tac 

Q.—How would you put through 
such a transaction as thatP Would 
you give a note to the bank? A.— 
Give a note. 


Q.—Do your books show the notes 
you have given? A.—Yes. 

Q.—In an account? A.—Yes. 

Q.—Has the bank any note at the 
present time? A.—Yes. 


Q.—How much is the note at the 
present moment? A.—$4,000. 


Q.—How long has it been $4,000? 
A.—For some time. 


Q.—Have you any books here that 
will show the history of your deal- 
ings from the bank or is that in the 
book you have not brought with you? 
A.—Well, that is in the book I have 
not here. 


Q.—We will be able to have that 
after the adjournment, of course? 
A.—Yes. 

Q.—Then you might go this far in 
the meantime; has there been a con- 
tinuous borrowing from the bank for 
expense purposes? A.—Yes. 

Q.—Since when? A.—Well, we 
borrowed to start on. 

Q.—And is it fair to say that you 
have been borrowers from the bank 
ever since? A.—Yes. 

Q.—And the amount gradually m- 
creasing, is it. or— A.—Decreasing. 
We could have paid it off any time. 
but it was thought wise not to. 

Q.—Out of what? A.—Out of the 
Expense Fund. 

Q.—How can you pay it off out of 
the Expense Fund? A.—Well. by 
reducing the expenses of organiza- 
tion. 

Q.—By saving? A.—yYes. 

Q.—But it was not thought worth 
while? A.—No. it was thought bet- 
ter to use the money for extending 
the Order. 

Q.—Getting new business? A.— 
Yes. 

Q.—And I suppose that has been 
regarded as very necessary by those 
in the management of the Order, has 
it not? A.—Yes, quite necessary. 

Q.—Why do you say it is quite 
necessary? A.—Well, I think it is 
in the interests of any insurance in- 
stitution to secure new business. 

Q.—And very much so in the case 
of a society carried on on the prin- 
ciple in which yours is? A.—Yes, 
and any other insurance institution. 
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Q.—We will take that up when we 
are discussing the rates and_ the 
changes in the rates that you have 
made. Now, have you told me of 
the only means by which you have 
overstepped your expense account? 
A.—I think so. 


Q.—You have not borrowed outside 
of.the bank? A.—wNo. 


Q.—And you have not carried it 
on when you have not had the funds 
there, either by way of borrowing 
from the bank or in the regular way 
from your members. You have never 
had it as you would call, an over- 
drawn account? A.—Never. . 


Q.—When a note would be given 
to the bank the money would thén 
be passed to the credit of the ac- 
count? A.—yYes, sir. 


Q.—But that would go in with your 
insurance moneys? A.—It would go 
in with the general bank account. 


Q.—Would you give the bank a 
note when there was money to your 
credit in the bank account? A.— 
Oh yes. 

Q.—So that notwithstanding you 
had funds there, from one source or 
another, you would go to the bank 
and give a note unless you had funds 
to the credit of the expense account? 
A.—We have always protected the 
Insurance Fund. 


Q.—I did not just know the force 
of the word ‘‘protected?’’?’ A.—We 
might have had $25,000 or $30,000 
on hand and still would renew the 
note. 


Q.—And what would you pay on 
the note—what rate of interest? A. 
—5 per cent. : 


Q.—And what rate of interest 
would you get on your money? A.— 
On deposit? 

Q.—Yes? A.—Three. 

Q.—So that the financing of it 
that way would cost you 2 per cent.? 
A.—Yes. 

JUDGE MacTAVISH: Q.—I do 
not quite catch what your idea of it 
is? A.—Of borrowing and having 
money P 

Q.—Yes, where is the benefit and 
to whom? A.—Well, to keep the ex- 
pense fund—to make it look after it- 
self and protect the other fund, keep 
the other fund always intact. 

Q.—The money you have on hand 
does not belong to the Expense Fund? 
A.—No, it belongs to the Insurance 
Fund, and rather than draw upon 
the Insurance Fund _ we_ borrow 
money. 
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MR. TILLEY: Q.—That was en- 
tirely a matter of book-keeping, was 
it not? A.—yYes. 

Q.—Your funds were all there in a 
common account, and if the society 
incurred any liabilities there is noth- 
ing to prevent the moneys being ap- 
plied for any purpose under your 
charter, that common fund would be 
liable for any of your obligations? 
A.—I presume it might. 

Q.—KHither by way of expense or 
by way of insurancé or any other 
matter? A.—As far as the public is 
concerned I do not suppose they know 
any different. 

Q.—And your idea was that it 
would be better for the society to 
keep the account in its books always, 
so that it had receipts to show for 
the expenditures paid out? A.—Yes, 
_Q.—Was that done with the ob- 
ject of being able to assure the mem- 
bers that you had never paid out 
any moneys for expenses unless you 
had the money in hand to do it? A. 
—I think the object was to carry out 
the provisions in the by-law. 

Q.—Has it not been necessary to 
be able to say that to the members. 
or considered advisable to be able to 
tell the members that you have never 
used money for expenses unless the 
expense fund had the money to its 
credit? A.—No, I do not think that 
has ever been considered. It is quite 
proper, though, it is quite true. 

Q.—Then in the original by-laws 
of 1893 you added to section 8—the 
following, ‘‘Camps may provide and 
pass by-laws for their government and 
direction, provided such by-laws are 
not inconsistent with these by-laws 
or the Act of Incorporation.’? Then 
it goes on to say ‘‘No such by-laws 
shall be valid unless and until approv- 
ed by the Head Consul Commander 
and duplicate copies of such by-law 
when finally passed by the Camp shall 
be certified under the Camp Seal and 
forwarded to the Head Clerk.’? You 
are the Head Clerk? A.—Yes. 


Q.—Is that provision still in ex- 
istence? A.—Yes. 

Q.—And no by-laws may be passed 
by local Camp without the approval 
of the Head Consul Commander? A. 
—Yes, that is right. 

Q.—Who is the Head Consul Com- 
mander at the present time? A.— 
Mr. Cecil Hodgins. 

Q.—Is he here? A.—I do not see 
him here now, but I expect him here- 

Q.—He is in the city? He is the 
Head of the Order? A.—Yes. 
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Q.—What is the object of provid- 
ing that local Camps must have their 
by-laws approved by him? A.—I do 
not know the original intention of 
putting that by-law in, I suppose it 
would be to create unformity and to 
see, possibly, that no ridiculous by- 
laws should be passed by the Camps. 

Q.—Has he ever vetoed any by- 
laws? A.—I think he has. 

Q.—Is that a matter of frequent 
occurrence? A.—No., 

Q.—Is there a record of his action 
in that regard in the minutes? 
—Not in the minutes of the Head 
Camp nor of the Executive. 

Q.—Not in any minutes you have? 
A.—No., 

().—Or that you have supplied to 
us? A.—He keeps a minute of his 
own of different transactions. : 

Q.—Do you happen to know whe- 
ther he has that book with him? A. 
—I think I have it here. ; 

Q.—We will be able to get inform- 
ation from him on that? A.—Yes. 
there are very few cases, though. 

Q.—Then Section 84 in the origin- 
al provided for the method of dealing 
with funds in local Camps I suppose? 
A.—Yes. 

Q.—It says, ‘‘The assessment col- 
lected by the Clerk shall be by him 
from time to time paid to the banker. 
As soon as the assessment clerk re- 
ceives from the Head Clerk a call 
for the payment of an assessment he 
shall procure,’? (reads down to the 
words ‘‘in regard to the amount 
thereof’). How often are moneys 
from the local Camps transmitted to 
you? A.—Every month. 

Q.—With a statement showing how 
the amount is made up? A.—Yes. 

Q.—Then you deposit that in your 
bank account in London?  A.—Yes. 

Q.—Did you keep the Emergency 
Fund along with the Insurance Fund 
in the bank? A.—yYes, it is the same 
thing, except the Emergency Fund was 
the first assessment paid by a new 
member. 

Q.—One assessment is passed to the 
Emergency Fund? A.—Yes. 

Q.—That is what you would other- 
wise call a reserve fund? A.—A re- 
serve fund. 

Q.—That fund can only be used 
when there are no moneys available 
in the Insurance Fund to pay a 
claim? A.—That is all. ait: 

Q.—So that in that way it is really 
part of the Insurance Fund? A.— 
Yes, it is really an assessment the 
same as the rest. : 

Q.—By 98 in the original you had 
a provision that if any member should 
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become engaged in any of the above 
occupations—which were the occupa- 
tions you would call hazardous occu- 
pations were they? A.—The ‘‘above’’ 
might be prohibited occupations. 


Q.—This would be the prohibited 
class? A.—Yes. 


Q.—‘‘After his admission to the Or- 
der, his policy shall thereby be and 
become void.”’ Would you look at 
97 and tell me whether they were 
absolutely prohibited or merely haz- 
ardous occupations—brakeman of rail- 
way freight trains, sailors, raftsmen, 
etc. (Exhibit 513.)? A.—Those are 
prohibited. 

Q.—Are they prohibited still? <A. 
—Well, generally they are. There 
have been some added to that, and 
some eliminated probably. Yes, it 
is practically the same. — 

Q.—Then the provision was that 
unless he should notify the Clerk of 
the Camp to which he belongs, and 
pay with such notice and assessment 
larger by 10 cents than the last as- 
sessment paid by him, and unless he 
shall continue to pay such increased 
assessments—(reads). That is to say 
you would not take as members any 
persons following those occupations? 
A.—No. 

Q.—But if a person following some 
other occupation joined your Society 
and afterwards changed his occupa- 
tion to one of these, you would let 
him continue a member, and get his 
benefits by paying the extra assess- 
ment? A.—Not now. That part of 
that by-law has been amended. The 
policy is actually cancelled now. 

Q.—But.at that time? A.--Yoess 
at that time. 

Q.—At that time by paying the in- 
creased fee he could continue? A.— 
Yes. 

Q.—If he did not notify the Secre- 
tary and pay the additional fee his 
policy would lapse? A.—Yes, technic- 
ally so. 

Q.—Do you mean by that that on 
application the time would be ex- 
tended? $A.—Oh, it might be con- 
sidered. 

Q.—That was not a rule then that 
was lived up to and strictly enforced? 
A.—It was pretty strictly enforced. 

Q.—But some exceptions were made? 
A.—The payments were small and it 
was carried out as far as possible. 

Q.—You say that section has been 
amended. How has it been amended? 
A.—It stands now that the policy is 
cancelled. There is no provision at 
all for payment. 
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Q.—Where is the same _ provision 
in the present rules? ‘A.—I think 
you will find it under that provision. 
The policy is cancelled unless he has 
been in for five years. The provi- 
sion is in 1898. 

Q.—97 sets out what the prohibited 
occupations are at the present time? 
A.—Yes. 

Q.—98 says ‘‘If any member’’ (reads 
rule). Then he shall furnish evidence 
as to the nature and effect of such 
occupation and certain medical cer- 
tificates and so,on. Then does the 
by-law itself provide the additional 
payment to be made, or is that dis- 
cretionary? A.—That is discretion- 
arv. 

Q.—The Head Consul Commander 
would be entitled to decide that? A. 
—To fix the amount. 

Q.—He would: obtain evidence as 
to the nature of the employment and 
health certificates and so on, as the 
result of medical examination, pos- 
sibly, and then he would fix the terms 
on which he could be entered in the 
other classP A.—Yes. 

Q.—Would that be dealt with by 
the Head Consul Commander, with- 
out consultation with any person? 
A.—Well, he usually referred the ex- 
amination to the Head Office. 

Q.—Having got his report, then 
what I ask is, would he deal with 
the other matters entirely himself, 
without consultation ? A.—Yes, he 
is often consulted— 

Q.—He would consult when he de- 
sired to do so? A.—Yes. 

Q.—But he would be at liberty to 
deal with it himself? A.—Yes. 

Q.—Then there is the usual provi- 
sion as to members being required to 
exhaust all the means of redress by 
the Local Court of the Order before 
appealing to the Courts of the 
country? A.—Yes. 

Q.—Before leaving that clause 98, 
have you not in effect divided these 
occupations which were originally 
prohibited into practically two classes, 
one prohibited and the other extra- 
hazardous? A.—There has been a 
number of changes. There has been 
a change, prohibited to extra-hazard- 


ous, and specially hazardous. There | 


is a specially hazardous clause now 
referred to in 99, 

Q.—That is what I was referring 
to as extra-hazardous. Then in 100, 
at the present time, it is provided 
that the insurance shall continue if 
there is a change to this extra-hazard- 
ous occupation with an additional 
premium? A.—Yes, to the extra- 
hazardous. 
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Q.—With an extra payment of 20 
cents for each $500 of insurance? 
A.—Yes, 20 cents per month. 

Q.—And the policy does ‘not be- 
come void? A.—wNo. 

Q.—In the one case it becomes void 
unless some arrangement is made 
with the Commander? A.—Yes, un- 
less permission is given in terms. 

Q.—And in the other case it works 
automatically, with a higher prem- 
ium? A,—Yes. In the specially haz- 
ardous case, it is bigger, I think 
double. 

Q.—Then 112 deals with the rates, 
but I will take that up as a separate 
matter. In 115 at the present time 
it is provided that every member be- 
fore receiving his policy shall pay to 
the Clerk of the Camp of which he 
is a member within 380 days after 
he is initiated one assessment, at the 
rate as hereinafter fixed, and a per 
capita tax. What is the per capita 
taxP A.—It is a payment of 15 cents 
per month, per member per head. 

Q.—To whom is it paid? Is it 
paid to you? A.—It is paid origin- 
ally to the Local Camp. 

Q.—Does it get to you, or is it a 
fund that remains with the Local 
Camp? A.—Oh, no, it goes to the 
Head Camp. 

Q.—It is a payment of 15 cents 
per month? A.—Yes. 

Q.—Per member? A.—Yes. 

Q.—Regardless of the amount of 
insurance? A.—Regardless of the 
amount of insurance, 

Q.—And regardless of age? <A.— 
Regardless of age. It is a per capita 
payment. 

Q.—Does that go into the Insur- 
ance Fund? A.—No, that belongs to 
the Expense Fund. That is the prin- 
cipal composition of the Expense 


Q.—On which there is a profit? A. 
—On which there is supposed to be a 
profit; and changing policies, and 
every receipt that goes into the Ex- 
pense account, but the per capita tax 
is the principal part of the Expense 
Fund. at iar 

Q.—Then are your policies incon- 
testible after a lapse of a certain 
time? A.—After the lapse of a year. 

Q.—They are incontestible except 
on—, A.—Fraud, ; 

Q.—Except on certain specified 
matters? A.—Yes. 

Q.—That is covered at present by 
129? A.—That is covered by 122. 
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Q.—And then 116 provides for the 
proof of death and age and identity 
and so onP A.—Yes. 

Q.—And these are the papers that 
you require the beneficiary to take 
out, are they? A.—yYes. 

Q.—That is a complete set? A.— 
Yes. 

Q.—You have only the one form of 
policy? A.—One form of policy. We 
have changed this declaration of the 
local physician some, but not mat- 
erially, asking a few additional ques- 
tions., (Papers Exhibit 516.) 


JUDGE MacTAVISH: Is the form 
of policy attached to that? 

MR. TILLEY: No, it is not at- 
tached. I will put that in. I have 
some questions to ask on that. 

Q.—lIs there any power in your Ex- 
ecutive Council or any of the officers 
of the Society to cancel the policy? 
A.—I think that is referred to in 
124. 

Q.—In subsection (a) “‘The Head 
Consul Commander may at any time 
within one year from the date of any 
policy by writing under his hand and 
seal of the Order cancel the same for 
non-compliance by the holder there- 
of, of any of the by-laws, rules and 
regulations relating to membership or 
the conditions of §membership.”’ 
(Reads down to the words ‘‘of any 
such policy.’’) I suppose you have 
no record, or have you, of policies 
cancelled under that section? A.—I 
do not think we have cancelled any. 


Q.—But if you have you have no 
record of it? A.—No, if we had we 
would just write it off as cancelled. 

Q.—The Commander is the only per- 
son who can say definitely whether 
he has cancelled any or not, I sup- 
pose? A.—yYes. Oh, possibly, I 
could say better than he can. 

Q.—And you say there are none? 
A.—I do not think there are any. 

Q.—No action has been taken under 
this section at all? A.—No, not ac- 
cording to my present recollection. 

Q.—Then in 127 as it now stands, 
you set out the proceedings to pay 
the claim. ‘‘The money will be forth- 
with paid if the claimant is entitled 
to give a release.’’ I suppose that 
means the status of the applicant? 
A.—Yes, if the claimant is an infant 
there would have to be a guardian 
appointed, or some other method 
adopted. 

Q.—Then it provides ‘‘that the claim, 
or so much thereof as has been made 
out of the Insurance Fund, shall be 
paid out of the Emergency Fund, if 
the same be sufficient, and if the Em- 
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ergency Fund is not sufficient, the 
Executive shall make such call upon 
the members of the Order to raise 
the amount payable.’’ So that before 
any call is made the Emergency Fund 
and the Insurance Fund must be ex- 
hausted. 

Q.—There is no power to make a 
call prior to these funds being ex- 
hausted? A.—No. 


Q.—In contemplation of their be- 
ing exhausted? A.—I would not say 


- that. The by-law giving the Bx- 


ecutive their powers might be suffi- 
cient to do that. 

Q.—You think there might be some 
power in the Executive to do that, 
but there is nothing expressed about 
that, outside of this section? A.—I 
do not know that my _ interpretation 
of that is correct. It is a pretty wide 
power there. 


Q.—I see that in 1900 you had a 
provision that all your investments 
must be in trustees securities only. 
Is that still in force? A.—Yes sir. 

Q.—What do you invest your 
moneys in? A.—Debentures and 
mortgages. 

Q.—Principally in debentures and 
mortgages on land? A.—Yes, first 
mortgages on real estate. 

Q.—In Ontario? A.—In Ontario. 

Q.—Or in the North-West? A.— 
We have not invested any outside of 
Ontario. 

Q.—And your main investments 
are in the shape of debentures? A. 
—Debentures. 

Q.—Probably we will take that up 
better when you have the book here. 
Just let me ask you now—lI should 
have asked you before. To what fund 
do you credit the interest on your 
insurance moneys? A.—To the In- 
surance Fund. 

Q.—Does it go as an accumulation 
to the Insurance Fund, or do you 
carry that to your Expense Fund? 
A.—It is added to the Insurance 
Fund. 

Q.—Has it always been done that 
way? A.—Always. 

Q.—There has never been any 
carrying of interest on Insurance 
Fund to the Expense Account? A.— 
Never, not a cent. We always con- 
sidered that the fund would earn the 
interest. 

Q.—That it was entitled to it? A. 
—Entitled to it. 

Q.—Then the Investigation Fund 
that you spoke of was passed in 1902. 
Do vou admit ladies into your Soc- 
iety? A.—Yes. 
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Q.—When was that decided upon? 
A.—I think that was decided in 1902. 


Q.—And rates were established for 
that? A.—Yes. 


Q.—Not the same as the rates for 
men? A.—No, slightly in advance. 
I think 10 cents on assessment right 
along. 


Q.—Just an increase of 10 cents? 
A.—Yes. 

Q.—Then in 1904 you obtained the 
amendment giving you power to carry 
et Sick and Funeral work? A. 
==) 68. 


Q.—Had you been considering the 
advisability of asking for that power 
for some time? A.—TI think it was 
discussed at Head Camp _ several 
times, perhaps three or four times 
before that. 

Q.—Was it thought to be a desir- 
able move on the part of the Society? 
A.—Yes. 

Q.—For what reason? By way of 
competition with others, do you 
mean? A.—Competition with others 
and also to provide our own members 
_ with Sick Benefits if they require it, 
without having to go elsewhere for it. 


.Q.—It was atone time thought that 
it might be well to enter into some 
arrangement with some other Society, 
to have that Society give your mem- 
bers sick and funeral benefits? A.— 
Yes, that was discussed. 


Q.—Was it looked upon as being 
a difficult thing to obtain the power 
to carry on the sick and funeral busi- 
nessP A.—Oh, not outside of the 
expense and trouble. 

Q.—There was a report made to 
the Executive Council by the Head 
Physician and the Head Banker— 
that is Mr. Luscombe? A.—Yes. 

Q—And the Head Physician was 
Dr. Harrison? A.—yYes. 

Q.—That report is not dated but 
it is marked by you as being adopted 
on the 19th June, 1902. Would that 
be an Executive meeting, or would 
that be when it was brought up be- 
fore some— A.—That would be an 
Executive meeting. 

Q.—The Committee appointed to 
consider the matter of sick benefits, 
reports as follows: (1) ‘‘An informal 
application was made to the Ontario 
Government’? (reads down to the 
words ‘‘this permission the Inspector 
of Insurance refused to give.’’) Can 
you say why the Inspector of Insur- 
ance in Ontario refused to give per- 
mission? A.—No, I could not say. 

Q.—You do not remember? A.— 
No. 
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_Q.—Number 2, “It was not con- 
sidered desirable’ (reads from re- 
port.) Thefi attached to that is a 
further report, ‘‘ the Committee ap- 
pointed to consider the matter of sick 
benefits supplement their report made 
to the last meeting of the Execu- 
tive Council as follows:—(1) An in- 
terview was had with the Superin- 
tendent of Insurance in regard to an 
application to the Dominion Parlia- 
ment for an amendment to the Act 
of Incorporation, and the Superin- 
tendent said that in his opinion his 
Department, if requested on any such 
application, would report adversely. 
(2) In the opinion of your Committee 
no method of carrying out the re- 
solution of the Head Camp exists, 
except by an amendment to the Act 
of Incorporation, which amendment 
your Committee is of opinion would 
be expensive and difficult. All of 
which is respectfully submitted.’’ 
That is signed by the same parties. 
That would appear as if both the 
Ontario and Dominion Insurance De- 
partments were opposed to the grant- 
ing of this privilege? A.—Yes. 

Q.—And it is stated there that it 
would be difficult to obtain legisla- 
tion? A.—Yes. I do not think the 
Ontario Government would have given 
the privilege. 

Q.—Can you tell me what objection 
was made to the granting of the pri- 
vilege by the Superintendent of In- 
surance at Ottawa? Ash dosnot 
think he gave any specific reason. 

Q.—Was he satisfied when you 
agreed to accept the provisions that 
were in the Act whereby you were 
bound to keep up the regular reserve 
of other insurance companies with re- 
spect to your liability under those 
policies? A.—I am not certain. 

Q.—Would that be the objection 
that he made? A.—It might have 
been. I cannot say for certain about 
that. 

Q.—The sick and funeral benefits 
would be a species of life insurance 
in that $100 was payable at death? 
A.—That was funeral expenses. $50 
was payable at death. 

Q.—Whatever the amount was, that 
funeral benefit was really insurance? 
A.—Yes, money payable by the com- 
pany on the death of the member. 

Q.—And the Superintendent of In- 
surance required that you should as- 
sume the obligation under the amend- 
ing Act of maintaining a reserve on 
the Hm. table on the basis of 33 per 
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cent. interest, in respect to that lia- 
bility under the policy? A.—Yes. 
Q.—Probably that would be the ob- 
jection that was made if you , sought 
the legislation without any obliga- 
tion, and I suppose you did? A.— 
Well, of course when we sought the 
legislation we did not suggest the 
rates we were going to charge. 


Q.—You would not suggest that 
you should be required to maintain a 
reserve? A,—No. 

Q.—Then besides that provision, 
there is also a provision as to rates, 
is there not? A.—For the Sick Bene- 
fits P 

Q.—Yes. A.—yYes, page 22. 

Q.—In the Act is there any provi- 
sion, it is section 5, is it not? A.— 
not. 

Q.—I thought there was a provi- 
sion, it is section 5, is it not? A.— 
Yes, Section 5. 

(Report of Committee on Sick 
Benefits Exhibit 519.) 


Q.—That section provides that the 
expression ‘‘the fund’? means the 
Sick and Funeral Benefit Fund, men- 
tioned in the section substituted by 
this Act—(reads section.) So that 
the Act afforded protection to the 
members in both respects? A.—In 
both respects. 


Q.—Both as to the reserve you had 
to maintain on those certificates when 
issued, and as to the rates you were 
to charge? A.—Yes 

Q.—Stipulating that they should be 
proper for that branch of your busi- 
ness? A.—yYes sir. 

Q.—Then the Act makes the funds 
of that Department entirely free of 
any general liabilities of the Order? 
A.—Yes. 

Q.—And you are not entitled to use 
them for any purpose at all, save for 
this object of paying the sick and 
funeral claim? A.—Yes 


Q.—Is the money of the Sick and 
Funeral Fund kept in the same bank- 
ing account with your other moneys? 
A.—Yes. 

Q.—It is mixed in your hank ac- 
count? A.—yYes. 


Q.—You have a separate set of 
books, of course, for that account? 
A.—Yes, a separate set of books. 

Q.—But you have never thought 
it wise to keep the cash absolutely 
apart? A.—No. 

Q.—Has that ever been discussed at 
all? A.—No. 

Q.—Never been any suggestion by 
any person that it would be wise to 
so separate the funds that each one 
would be practically and entirely a 
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separate account from beginning to 
end? A.—No, no suggestion. . 

Q.—Don’t you think it is advisable? 
A.—Well, it would not do any harm. 
The amount is not very large. 

Q.—What is the amount? 
is about $1,100 or $1,200. 

Q.—Do you know what the reserve 
te is on those certificates? A. 
— No. 

Q.—Have you ever computed it? 
A.—No. 

Q.—Never had it computed for you? 
A.—No. 

Q.—You know whether you maintain 
the reserve? A.—You could not tell 
without it is computed. 

Q.—How much do your certificates 
amount to now by way of funeral 
benefits? What is the aggregate 
balance outstanding from certificates? 
A.—I think there are about 400. I 
am not certain as to the number. 

Q.—But you think there would be 
400? A.—Yes. 

‘Q.—That would be 400 out of a 
membership of what? I think you 
said 11,000 in London? A.—Yes. 

Q.—400 out of a membership of 
11,000 have taken the sick and: fun- 
eral benefit funds? A.—Yes. 

Q.—And there would be about 20,- 
000, you suggest, in the aggregate? 
A.—Yes, 20,000. The exact number 
is given in my report there. 

Q.—And you have never made any 
inquiry to see whether you are carry- 
ing out the requirements of this sec- 
tion of the Act? A.—No. 

Q.—Then the by-law governing that 
part of the business of your Society 
is 95; that sets out all the rules gov- 
erning it? A.—95a. 

Q.—Do you know what your income 
would be this year on the basis of the 
business you were doing from that 
branch? What does it amount to 
by way of receipts from your mem- 
bers? A.—Well, really I cannot say. 
If you will hand me that form I will 
give you an idea. (Witness looks at 
document.) Approximately $3,000. 

Q.—And this is the second year 
that you have been carrying that? 
A.—The third year. 

Q.—Don’t you think it is about time 
that you valued your certificates, and 
decided what the reserve was, and 
ascertained whether you were coming 
within the Act? A.—Yes, it might 
be. There were very few policies is- 
sued the first year. 

Q.—Yes, of course that would be so, 
but it would seem that the first few 
years are the hardest years to keep 
up a reserve under the Dominion 
Legislation? -A.—Yes, -there were 


A.—It 
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504 certificates in force at the begin- 
ning of the year instead of 400—504 
on the lst January. 

‘Q.—So that it would amount to 
about $25,000? A.—Yes.. 

Q.—On the Ist January, 1906? A. 
— Yes. 

Q.—I suppose you have issued a 
great many since? A.—Yes. 

JUDGE MacTAVISH: lst Janu- 
ary, 1905? A.—yYes. 

MR. TILLEY: Q.—That is a year 
ago? A.—Yes. 

SHE ge does it amount to? A. 
Q.—Ist January, 1906? A.—Yes: 
ET nN would be over $380,000? 

es. 

Q.—And how many have you issued 
since the beginning of this year? A. 
—I suppose we have issued 200 or 300 
more. 

Q.—So that it would amount pro- 
bably to about $45,000 now? Ai:— 
Yes. Of course some of the others 
would drop out. 

Q.—So that there is that aggregate 
amount of outstanding liability on the 
certificates and you do not know what 
the reserve should be on those certi- 
ficates, whatever you choose to call 
them? A.—No. 


(The Commission then adjourned 
until 2.15 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., September 27th, 
1906. 


Kxamination of WILLIAM C. 
FITZGERALD continued: 


MR: TILLEY: Q.—-Is this the 
ledger that has been written up since 
the time the matter came up in Lon- 
don? A.—Yes. 

Q.—This indicates the work that 
has been involved in re-writing, I sup- 
pose too? A.—Yes. 

Q.—It commences with an account 
headed ‘‘Insurance Fund’’ at page 2, 
can you tell me who planned the keep- 
ing of the account in that way, did 
you? A.—No. 

Q.—Is that a copy from an old 
book, or is that a new account now 
made up for the first time? A.—It 
ls a new account. 

Q.—It commences 1898, December 
3lst, and on the debtor side balances 
with the amount $4,792.11; then on 
the credit, side December 31st, dis- 
bursements $51,111.47; where did those 
disbursements come from, where did 
you get that total? A.—That is 
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Q.—Have you the cash book here? 
A.—Yes. 

Q.—Take the next item on the debt- 
or side, assessments $5,044.33, where 
does that item come from? A.— 
The cash book. 


Q.—You have not that here? A. 
—No. 

Q.—Take the last annual statement 
you sent in to the Department, that 
would be down to 31st December, 
1905? A.—Yes. 

Q.—The amount of cash at Head 
Office was shown to be $2,580.56, and 
then cash in banks $29,834.50. Show 
me from your books where you get 
those items? A.—Here is one. 

Q.—What have you there? A.— 
$9,330.47. 

Q.—What does that represent, that 
represents your account with the Can- 
adian Bank of Commerce, a current 
account? A.—yYes. 

Q.—You do not keep an account 
where you show the deposits and the 
cheques out?: A.—No, the cheques 
are all in our cash book. 

Q.—The cheques would appear in 
the cash book, but they do not ap- 
pear in the account you keep with the 
bank? A.—No. 

Q.—This just shows balances _be- 
ginning and end of the year? A.— 
Yes, we do not pay money any other 
way except by cheque. : 

Q.—Show me how this amount 1s 
made up? A.—$18,386.09. 

Q.—That is in the Savings Bank 
account in the Bank of Commerce? 
A.—Yes. Dominion Bank, $5,418.- 
37: Standard Bank, $5,413.20; Stand- 
ard Bank, Parkhill, $2,068.54. 

Q.—Why is that account there? 
A.—It is just a special deposit we 
opened up. 

Q.—Is there anything connected 
with it that makes it a special trans- 
action? A.—No. 

Q.—Why did you deposit in Park- 
hill? A.—Well, Mr. Hodgins wanted 
us to make a deposit there. ; 

Q.—Is that where Mr. Hodgins liv- 
ed? A.—No, in Lucan. ; 

Q.—Why did he want a _ deposit 
made at Parkhill? A.—I do not 
know, except bankers are anxious for 
deposits. : 

Q.—For that reason you put a de- 
posit in the Standard Bank there? 
A.—Yes. 

Q.—Are the other accounts—here 
is another account in the Standard 
Bank at Lucan? A.—Yes. 

Q.—Any others outside of London? 
A.—That is all. 
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Q.—And that is all you have in the 
Standard Bank? A.—Yes. 


Q.—In whose name in the Stand- 
ard Bank? A.—The Order. 


Q.—How are cheques issued or 
signed? A.—Signed by three. 

Q.—Yourself ? A.—Mr. Luscombe 
and Mr. Hodgins. 


Q.—Does that make up all the 
cashP A.—Yes. 

Q.—That shows $40,616.67 cash in 
banks, but the return to the Govern- 
ment shows $29,834.50; how do you 
explain that? A.—There were out- 
standing cheques of a certain amount 
$9,694.28. 

Q.—Where did yet get that 
amount? A.—Those were cheques 
that were not paid during the year. 

Q.—Where did you find that 
amount, how do you know there were 
those cheques outstanding? A.—Be- 
cause we were not paid last year. 

Q.—Have you any list of them? 
A.—There was a list in my Govern- 
ment return. 

Q.—Of the outstanding ones? A.— 
Yes. 

Q.—Outstanding cheques $9,724.28; 
so far as the books show you have 
nothing that would show from time 
to time what cheques had been issued 
on the bank account as far as these 
books show, this ledger? A.—Yes, 
not in this ledger. 


Q.—What would show that? A.— 
Our cash book. 

Q.—The cash book which would 
show a payment out in cash? A.— 
Yes, by cheque. 

Q.—Of necessity it would be by 
cheque? A.—Yes, that is the only 
way. 

Q.—But there is nothing in your 
books to show the state of your bank 
account in that regard except by go- 
ing through to see what liabilities 
you were supposed to have paid? 
A.—What cheques had been paid. 

Q.—And find out what ones of 
those had not come into the bank ac- 
count? A.—yYes. 


Q.—I see you have already told me 
that the balances for this bank ac- 
count in the Bank of Commerce, and 
I suppose the same thing would ap- 
ply to others, are got by taking the 
bank pass book and taking the bal- 
ances as appears from that bank pass 
book? A.—Yes. 

Q.—You do not get the balance 
from the bank account in any way 
by reference to your cash book, but 
to your bank cash book? A.—Bank 
pass book, yes. 
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Q.—Can you get your balance from 
the cash book? A.—yYes, the cash 
book should represent the balance of 
the books in the bank. 

Q.—That is to say having kept an 
account in your cash book then the 
balance according to that book should 
be the same as the balance in the 
bank? A.—yYes, except what cheques 
were not paid. 


Q.—Let me see the cash according 
to the cash book on the 3lst Decem- 
ber last? A.—This is not the book. 
(Refers to cash book, page 184). 

Q.—What is this? A.—This is a 
detail of receipts, for instance the 
man makes the payment and that is 
divided up. 

Q.—A certain part of his payment 
would be credited to the insurance 
fund and a certain part to supplies 
and so on? A.—Yes. 

Q.—Get the other cash book? A. 
—Here are the balances, $23,720.90 
(on page 12). 

Q.—How do you make that agree 
with your annual] returns; you have 
given the cash at the Head Office 
$2,580.56); you ‘have given cash in 
bank $29,834.50, and then you say de- 
ducting from the total amount to 
your credit in the banks as appear 
by the bank books the amount of 
outstanding cheques, not cashed at 
the end of the year, that those items 
are in accord; how does that accord 
with your cash book? which shows a 
balance of some $23,000? A.—The 
Standard Bank at Lucan and the 
Standard Bank at Parkhill, we con- 
sider those special deposits as invest- 
ments, and they do not show in this - 
balance here as cash. 

Q.—They do not show in your cash 
book as cash? A.—No. 

Q.—Where do they show? A.— 
They are entered here in this ledger. 
We consider those special deposits as. 
investments. 

Q.—How much do those two ac- 
counts amount to? A.—They amount 
to $9,000. 

Q.—Exactly? A.—Yes. 

Q.—They are not deposited in 
round amounts? A.—They were at 
first. 

Q.—When was the change made? 
A.—There was no change at all in 
these accounts. 

Q.—You mean to say the interest 
added on? #A.—yYes, increases the 
amount. 

Q.—It is exactly $9,000, interest 
and all? A.—No, not interest and 
all. 
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Q.—What was it at the end of the 
year, one of them was $5,413.20? A. 
—$5,418.37. 


Q.—What was the other one? A. 
—$5,413.20. 

Q.—And the third one? A.—§2,- 
068.54. 

Q.—That is $12,900.11? A.—Yes. 

Q.—That $12.911 should be added 
to your cash as it appears in your 
cash book to bring what is in the 
banks? <A.—To bring what is in all 
the banks. . 


Q.—Tell me what is the balance ac- 
cording to your cash book? A.— 
$23,720.90. 

Q.—That would make altogether 
$36,621.01, and the cash in banks and 
in your head office amounts to $32,- 
415.06— 

MR. KENT: You can never bal- 
ance in that way. If I understand 
it he has added to the amount of cash 
actually in bank the cheque that has 
been drawn. 


MR. TILLEY: He has subtracted 
from the cash in the bank, the cheques 
that have been drawn. 

MR. KENT: Those cheques have 
been entered in the cash book as paid. 
They are supposed to be out of the 
way altogether. The cash which 
should be in the banks, which would 
be if all the cheques were paid, should 
exactly correspond with the cash 
book, including the cash on hand. 


WITNESS: It figures out exactly 
right. 

MR. TILLEY: We have tried to 
figure it out; will you figure it out 
and show us, just make a statement 
showing how you make those items 
accord? A.—Here is a statement of 
the different amounts here. (In the 
Government returns.) 

Q.—Then from that you have taken 
$9,724.28 of cheques outstanding? A. 
—Yes. if 

Q.—These bank transactions with 
the Standard Bank are included there 
as cash in bank? A.—Yes. 

Q.—Can you make your cash ac- 
cording to your cash book accord with 
these items here, and if so how do 
you do it? A.—We did do it. 

Q.—Start with your cash balance of 
3lst December, 1905, and show how 
that agrees with the return you have 
made to the Government, and. with 
what appears to be in the banks? 

MR. KENT: I suppose there was 
some cash actually on hand not de- 
posited in the banks? 

MR. TILLEY: Yes, we have in- 
cluded that. 

A.—I cannot make it come just 
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now, but if I had time I could make 
it come; I did do it. 

Q.—You have done it at some time? 
A.—Yes. 

Q.—But you cannot do it at the 
present moment? A.—No. 

Q.—What difference do you make 
now in the way you figure it at the 
present time between the cash ac- 
cording to cash book and the cash 
according to bank book?  A.—Just 
about a thousand dollars. 

Q.—Can you account for that at 
all? A.—No, but I am satisfied I 
can work that out all right. 

Q.—Have you taken into account 
the sick and funeral department 
money? A.—Yer we have taken ac- 
count of it there. 

Q.—Have you taken account of it 
in your computation you have made 
just now? A.—Yes. 

Q.—And still a thousand dollars or 
So over? A.—$1,015. 

Q.—You cannot make that accord; 
and I suppose it will be unfair to 
ask you now which is right, because 
you say they do accord, if you had 
time to figure it out? What do 
you mean, which is right, the books 
or the statement? A.—Yes? I think 
they are both right. 

Q.—Your contention is that they 
both agree, only you cannot just make 
them agree at the moment? A= 
Not just at the moment. 

Q.—We will come back to that, when 
you have had more opportunity for 
that. Take from this new ledger 
your debentures as they appear in 
the individual accounts for the deben- 
tures on the 3lst December, 1905? A. 
—FEach one? 

Q.—Yes, and give the amounts? A. 
—$40,906.75 ; $5,000; $2,290.39; $26,- 
970.78; $5,651.36. 

Q.—What is that? A.—Town of 
Parkhill. 

Q.—Then you have to deduct the 


credit? A.—That is accrued inter- 
est and deduct this— 

Q.—$5,480P A.—yYes. The next 
is $2,637.85. 


Q.—There is something else to add, 
making it $2,700? §A.—Accrued in- 


terest. 
Q.—And that gives the debentures 
separately? .A.—Yes. 


Q.—And the total of that is what? 
A.—$83,347.91. 

Q.—What is it there? A.—$82.- 
064.93. 

Q.—There is a difference there of 
about $1,300; how do you explain 
that? A.—Accrued interest is added 
in. 
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Q.—Is it not in that? A.—No. 

Q.—If you leave out the accrued 
interest it does not amount to that? 
A.—I should think it would. 


Q.—Have you added in accrued in- 
terest all the way along? A.—Yes. 

Q.—This is an account that professes 
to show the state of your debenture 
and bond account down to the first day 
of January, 1906, in fact the balance 
is carried over from the 3lst Decem- 
ber to Ist January, 1906? A.—yYes. 


Q.—That balance should take into 
account everything accrued down to 
the 38lst December? A.—If the ac- 
crued interest is added to that it will 
make that $83,000. 


Q.—You do not show the accrued 
interest in this account? A.—No. 

Q.—Why? <A.—We have a special 
account for accrued interest. 

Q.—-And you do not show it as be- 
ing something owing on these deben- 
tures? A.—No, not there, not in the 
general account. 

Q.—Where do you show itP A.— 
We show it in each individual item. 

Q.—Where is the account; just go 
through those different items and 
show what the accrued interest is? 
A.—I think we gave a statement of 
what the accrued interest was. 

Q.—You say the difference between 
these individual amounts and the col- 
lected amount is made up of interest? 
A.—That must be the difference; they 
are the very identical accounts you 
know, all added together. . 

Q.—Will you run through the in- 
dividual accounts and point out the 
interest that is included, till we sum 
it up? A.—There is the accrued in- 
terest account. 

Q.—I am not asking you to turn 
to some other account, I am asking 
you to take from these individual ac- 
counts the items that make the differ- 
ence between these accounts and your 
general debenture account? A.—Take 
the Town of Clinton, $801.99 alone of 
accrued interest. 

Q.—That is the $26,000 odd deben- 
ture? A.—Yes; and Parkhill $88.- 
62; Mount Carmel $62.44; that is all. 

Q.—$953.05; but we want $1,300? 
A.—Watford, $118.60. 

Q.—Then you credit that, that is 
on the other side of the account too, 
that cannot be included. Where is 
the $801? A.—(Shows.) 

Q.—That interest is credited there 
too, on the Town of Clinton? A.— 
Yes. i 

Q.—It is charged and credited, so 
that that item of interest disappears? 
A.—No, that does not disappear, that 
was not paid. 
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Q.—Here it is up here? <A.—No, 
that is the year previous, that is the 
balance you see. 

Q.—You account then for about 
$900 of it, but that does not make 
them agree? A.—Not exactly if the 
addition is right. 

Q.—The addition seems to be right, 
it has been checked by two or three 
persons. The account which you 
have there which we call the General 
Debenture Account, does not carry 
forward the items computing the in- 
terest charged up, credit interest 
paid, and so on, it just shows what 
the debentures are worth, the valua- 
tion. 

Q.—You take the actual figures for 
it, you do not value them any differ- 
ent from what you paid for them? 
A.—No, the actual figures. 

Q.—It is supposed to be a true re- 
cord of the cost and of additional in- 
terest that has accumulated, less pay- 
ments made? ‘A.—Yes, exactly. 

Q.—And that does not seem to ac- 
cord with the individual accounts. 
Did you put in the returns the in- 
dividual items or the gross item in 
the general account? A.—The gross. 

Q.—And you cannot explain where 
the difference is with respect to that 
item either? A.—Not just at pre- 
sent. 

Q.—Take agents’ ledger balances as 
you return it to the Government, 
$266.90? A.—That is taken from a 
small petty ledger. 


Q.—Let us see it? A.—It is one 
of those loose leaf ones; I did not 
bring it with me. It is made up of 
very small items, a large number. 


Q.—Is it an account that is opened 
and then entries made periodically as 
they occur, or is it a record of bal- 
ances at the end of the year? A.— 
No, it is made as they occur. 

Q.—These items being charged up 
to some agent? A.—Charged up to 
local camps. We put it under the 
heading of Agents. 

Q.—Those items paid to agents or 
to some local camp in that way would 
appear in your cash book? A.—Yes. 

.—Show me how you keep track 
of those items in your cash book, is 
there any column for them? A.— 
Yes. . 

Take this one, for instance that is 
a sample. 

Q.—That is in the column headed 
‘“‘Supplies?’? A.—Yes. 

Q.—Do you call that agents’ ad- 
vances? A.—That is the heading in 
the Government statement; we do not 
use it ourselves. 


/ 
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Q.—What items do you charge up 
to that column called supplies? A. 
—Supplies we sell to the different 
camps. 

Q.—Is this received or money you 
have paid out? A.—Money received. 

Q.—So that is money you have re- 
ceived from some camp for station- 
ery? A.—Yes. 

Q.—Then the corresponding cash 
book? A.—That would go to his cre- 
dit in the little petty ledger. 

Q. What I wanted to know is 
where do you show, if money is paid 
out, which is afterwards coming in 
as agents’ balances? A.—We do not 
pay out the money to camps. 

Q.—Where did you yet this item 
Agents’ Balances? A.—It will be the 
balance of the different accounts. We 
send out supplies, we do not pay any- 
thing out to them; we send the goods 
out. 

Q.—You send the goods out to those 
camps and then they sometimes do 
not pay promntly? A.—They do not 
pay promptly. 

Q.—And the’ money they owe for 
supplies you put in in your annual 
return as balances owing by agents? 
A.—Yes. 
~ Q.—And that would be owing by 
some camp to the Head Camp for sta- 
tionery? A.—Yes. 

Q.—They are not advances made to 
anv person? A.—No. 

Q.—And they are not advances in 
reality at allP A.—No. 

Q.—They are debts owing to the 
head camp? A.—Yes. 

Q.—Assessments due and uncollected 
on policies in force about $10,604.10 
—where did you get that? A.—That 
is estimated. 

Q.—They are assessments due and 
uncollected? A.—They might never 
be collected. 

Q.—Show me where the item is kept 
in your books regardless of whether 
you will collect it or not? 

MR. KENT: Is that statement 
sworn to? 


MR. TILLEY: Yes. 


WITNESS: It is written in there 
‘‘Hstimate ;’? we usually do. 


Q.—‘‘Assessments dye and uncollect- 
ed on policies in force?’ A.—We 
usually write the word ‘‘estimate.’’ 

Q.—You did not do it this time? 
A.—Possibly not in that copy. 

Q.—This is the one that is sworn 
to by you, and this is the Govern- 
ment copy? A.—We usually write 
‘estimate’? in those. 

MR. KENT: Just now you told me 
you had written it in, and it was 
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there? 
copy. 

Q.—You are on oath, and if we find 
these statements are incorrect what 
credence can we put on any of your 
testimony? A.—That statement is 
correct. 

Q.—It does not seem as though your 
books were balanced in any way, or 
that they are correct in any particu- 
lar item? 


MR. TILLEY: Where do you find 
this item (shows)? Assessments and 
dues uncollected appear at page 86 
of this new ledger, and these are bal- 
ances at the end of the year, com- 
mencing in 1899. To amount uncol- 
lected 31st December $5,219.27: then 
on the same date on the credit side, 
by what? A.—Adjustments in 1899. 

Q.—$6,118.67? A.—Yes. 

Q.—And then dues, what is that? 
A.—Dues on above. 

Q.—Dues on above $899.40, bal- 
ances the account at $6,118.67 on each 
sideP A.—Yes. 

Q.—Where do you get those items? 
A.—-The payments? 

Q.—Where do you get your amounts 
uncollected, where did that item come 
from? . A.—It is made up of the 
amount of assessments. 

Q.—Where is the account that shows 
the making up of that item? <A.— 
We never opened any. 

Q.—How do you evolve that as the 
proper amount? A.—Because we cal- 
culated at the end of each year. 


Q.—How did you calculate it. what 
was the hasis of your calculation, 
where did you get your material to 
calculate it on? A.We,/take: it. 
for instance if camp number one owed 
us one month’s assessments, that 
would be about $400. If every mem- 
ber paid that there would be $400 
due to us and so on down the whole 
list of 200. 

Q.—You could tell if you kept your 
books accurately how much the differ- 
ent camps owed you at the end of 
the year? A.—yYes, if you would 
balance each member’s account. 

Q.—You have an account with every 
member? A.—Yes. 

Q.—But that account is capable of 
being balanced? A.—Yes. 

Q.—But you do not balance it? A. 
_—_No, it is a big job: there are 11,- 
000 accounts, and some of them may 
never be paid at all. 

Q.—In order to make up what is 
due you at the end of the year you 
approximate it? A.—Yes. 


A.—I do not see it in that 
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Q.--And then you put that in the 
book? A.—Yes. 

Q.—And in the return? A.—Yes. 

Q.—And there is no way of verify- 
ing thatP A.—No. 

Q.—And then having put it in 
your book as a debt owing to the 
society how do you get rid of it? 
A.—Those assessments will re-adjust 
themselves next year, if they are paid 
they are put in as receipts. 

Q.—We cannot say if they are paid, 
because there is no particular item 
you have in mind that is to be paid, 
that is only a jump to put in that 
amount; you cannot say whether that 
is paid or not, because you do not 
know what the full amount was, and 
you do not know what there was to 
be paid? A.—Not exactly. 

Q.—But the following year—is that 
what this credit means, by adjust- 
ment in 1900, by adjustment in 1901, 
all down here? A.—Yes. 

Q.—So that at the end of 1905 
you appeared to have $12,515.51 of 
dues uncollected? A.—Yes. 

Q.—That would go to make up the 
surplus funds of the society? A.— 
Yes, 

Q.—And you do not know whether 
that was too much or too littleP*A. 
—I think it would be about right. 
I could not tell exactly whether it 
was too much or too little. 


Q.—Could you tell whether it would 
amount to $10,000? A.—Oh yes. I 
think you have a statement in the 
back of that which shows how they 
are made up. Here is the way the 
estimates are made. We estimate 
this camp number one owed $386.39 
for assessments and $64.80 for dues, 
a total of $463.21; and right all down 
the line the whole list. 


Q.—You go over each campP A.— 
Yes. 

Q.—And make an estimate on sheets 
of paper and total them up? A.— 
Yes. 

Q.—And whatever the toal comes to 
you put in your books at the end of 
the year? A.—Yes. 

Q.—And you get rid of it the next 
vear by just putting an adjustment 
entry on the credit side of the page? 
A.—Yes. There is the total. This 
is pretty carefully done, this estimat- 
ing. 

Q.—What is this $10,604.10, is that 
the amount we are ‘talking ‘about 
now? A.—That is part of it. 

Q.—What does this total come to? 
A.—12,876.53. 

Q.—How is it you have not that 
amount in here—you have some 
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credit to make on that? A.—Yes. 

Q.—However, that is the method 
by which you arrive at that item in, 
the returnP A.—Yes. 

Q.—You have annual dues in pro- 
cess of collection, have you any ac- 
count for that or any place where 
that is gathered together, $1,911.41? 
A.—That is part of it. 

Q.—Arrived at in the same way? 
A.—Yes. 

Q.—There is no account you have 
in your books where a record of that 
is kept? A.—No, not any more than 
that one. 

Q.—An entry at the end of the 
year? A.—Yes. We only make that 
up once a year. 

Q.—On your return you show your 
assets, and then you set out the lia- 
bilities and the difference in case 
you have a surplus of assets over lia- 
bilities, amounting to $157,274.32. 
Have you any account in the books 
that shows that item? A.—Shows 
the total? 

Q==Yes? (A= No; 

Q.—Don’t you on the 3lst Decem- 
ber carry all these accounts you have 
in the book into some one. account, 
where the amount of your assets over 
liabilities? A.—We assemble the de- 
bentures together and assemble the 
mortgages together— 

Q.—In any account? A.—In the 


account you have seen. 


Q.—Where do you carry them to 
from the different accounts, into any 
final account? A.—No, we do not 
make up any balance account. 

Q.—This item is arrived at by 
simply substracting the liabilities 
that yow have put in your annual 
return from the assets in the annual 
return? A.—Yes. 

Q.—And there is no account that 
you have in your books which would 
afford a check for that item at all? 
A.—No. 

Q.—Don’t vou carry some of these 
accounts into profit and loss account? 
A.—No, we never opened a profit and 
loss account, unless there is one open- 
ed here. (In the ledger). 


Q.—Page 28, I think it is, Profit 
and loss account. In that profit and 
loss account the first item you have 
on the debit side is the amount of 
the insurance fund in 1899, and you 
carried into this account balances 
from other accounts. and the surplus 
at the end of 1905 according to this 
account is how much money—$19,- 
354.97—that is called, when you 
transfer it from page 28, a surplus 
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account on page 34, and that account 
figuring it up in your way indicates 
what you regarded as your surplus? 
A.—Yes. 

Q.—Does that agree with the an- 
nual return? A.—That is just a cash 
Sue OLus. 

Q.—You do not bring into that ac- 
count your debentures or any of your 
investments? A.—No. 

Q.—Of course that cash surplus 
does not agree with either the cash 
according to the bank account or the 
cash according to your cash book, 
does it? A.—No, it does not. 

Q.—And could you explain why that 
is? A.—I did not make this up. 

Q.—You are not responsible for it? 
A.—I did not make up this account, 
no. 


Q.—Who made it up? A.—Mr. 
Eastwood. 

Q.—Who is he? A.—He is an ac- 
countant. 

Q.—Where? A.—In the City of 
London. 


Q.—And not permanently connect- 
ed with your company? A.—No. : 

Q.—He has been helping you get 
some order out of the books since the 
Commission was in London in June, 
is that right? A.—Yes. 


MR. TILLEY: I think I will ask 
Mr. Fitzgerald to step out of the 
box. I think I shall just establish 
from Mr. Edwards the best sort of 
evidence I can give Your Honors as 
to what we find in connection with 
the investment end, because we are 
not in a position really to criticize 
effectually, nor to approve of what we 
find in the books, and I want to es- 
tablish the difficulties we have to 
meet in that conection. 


MR. LUSCOMBE: Your Honors 
will remember with regard to that 
point we admitted that Mr. HKdwards’ 
wishes had not been carried gut, ow- 
ing to misapprehension of what they 
were. 

JUDGE MacTAVISH: We under- 
stand that, Mr. Luscombe. 

GEORGE EDWARDS, sworn, ex- 
amined by 

MR. TILLEY: Q.—On behalf of 
the Commission you undertook to 
make an investigation into the books 
of the Woodmen of the World? A. 
—yYes. 


Q.—For the purpose of ascertain- 
ing what matters should be brought 
out before the Commission? A.— 
Yes. 

Q.—Would you just state to the 
Commission what condition you found 
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fhe books in, and the facilities you 
had for making any effective check 
of the books? A.—In June, I think 
it was, I found that they had a very 
excellent system of cash books, but 
they had left their accounts there and 
had not carried them or summarized 
them into a ledger or any other book 
that would enable me to say whether 
that money had been accounted for, 
all the money invested was shown in 
the form of securities or otherwise, 
or to say what the progress of their 
different funds, insurance, expense or 
emergency fund, was from time to 
time, and I so reported to Mr. Tilley; 
and of course you knew what took 
place then, the adjournment. They 
undertook to have the books prepared. 

Q.—How do you find them at the 
present time? A.—I corresponded 
several times with Mr. Fitzgerald to 


‘ascertain what progress he was mak- 


ing, and asked him to send the state- 
ments from which I could gather 
whether they were proceeding along 
proper lines. He sent me some state- 
ments, but I found yesterday upon 
comparing these statements with the 
books these statements had not been 
taken from the books at all, except- 
ing to a certain extent, and that the 
entries in the books were simply @ 
collection of memoranda placed there 
and had not been derived in the re- 
gular method of book-keeping from 
the other books except to a limited 
extent, and there seemed to be an 
effort to make up in several different 
ways, each of which was entirely in- 
consistent with the other; consequent- 
ly no consistent result could possibly 
be arrived at from the books, and I 
abandoned any effort to get an intel- 
ligible result after spending some 
hours in order to put together differ- 
ent parts of the books that I saw. 

Q.—To be able to make an effec- 
tive examination to ascertain whether 
the funds of the Society are all on 
hand what would be necessary? A. 
—I want to see on the books an ac- 
count for every dollar of receipts and 
every dollar of disbursements in some 
way, and unless every dollar is ac- 
counted for in some way there is no 
possibility of saying whether we have 
got it all. You cannot tell anything 
about the aggregate, the investments 
for instance, if you are only shown 
isolated disbursements that purport to 
deal with investments; you must see 
what the entire operations of the So- 
ciety are. 

MR. LANGMUIR: Have not the 
books been audited? A.—There is a 


a 
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signature of some person, an official 
auditor of the Order—I have forgot- 
ten his name; a Sarnia man I believe. 

MR. KENT: Telfer? A.—That is 
the name; but it is quite clear to me 
the books had not been audited. 

MR. LANGMUIR: Could there be 
an audit of them? A.—He,could not 
possibly make an audit that was worth 
a cent from what I saw. 

JUDGE MacTAVISH: Have they 
a boomineeben outside of Mr. Fitzger- 
ald! 

MR. TILLEY: Mr. Fitzgerald 
spoke about that in London, and he 
said he had two or three young ladies 
there in the office, and the work was 
going on under his direction. 

JUDGE MacTAVISH: Of course 
Mr. Fitzgerald, as I recollect, had not 
the time to attend to the details of 
book-keeping owing to his other 
duties, and the book-keeping of this 
Society does involve a great amount 
of detail, or does it? A.—dAs to the 
details, the forms of what we would 
call the subsidiary books, that is the 
books that amplify everything else, 
are very good indeed, and there is 
the foundation for a nice system of 
book-keeping which would not occupy 
more than a few hours every month 
to complete. The book-keeping has 
been carried along to a point that 
renders it comparatively easy to fin- 
ish it, but it has never been finished, 
and there is not much required in the 
way of additional book-keeping, and 
scarcely anything in the way of addi- 
tional labor in order to put the books 
of that organization in good shape. 

MR. TILLEY: It would be as easy, 
I suppose, to keep the books properly 
as they are kept? A.—Yes. 

MR. LANGMUIR: Is there a cash 
book? - A.—yYes. The cash book is 
a good cash book, and it is well kept. 

MR. TILLEY: Is that balanced? 
A.—There is a balance brought down, 
I have not personally tesetd to see 


whether those have been brought ac- 


curately down. I had hoped to get 
that test from the result of the ledger 
work that I had got at. It may be 
that the auditor has tested those addi- 
tions and compared some vouchers, 
but that is only a part of an audit. 

Examination of WILLIAM OC. 
FITZGERALD continued: 

MR. TILLEY: Q.—Have any loans 
been made to any of the officers of 
the Woodmen? <A.—Yes. 

Q.—What ones? A.—One. 

Q.—To whom? A.—To. Mr. Lus- 
combe. 


Q.—Who is Mr. Luscombe? A.— 


The head banker. 


6 EDWARD VII., A. 1906. 


Woodmen of the World. 
(W. C. itzgeraid, H’xd.) 


Q.—What was the amount of the 
‘loan? A.—$4,500. 

Q.—On what? A.—On a mortgage. 

Q.—On real property? A.—Yes. 

Q.—Worth what? <A.—It was 
valued at $7,000; it is first-class se- 
curity, no better in the city. 

Q.—Have any other loans been 
made to any officers of the Woodmen? 
A.—No. 

Q.—Not even on mortgage? <A.— 
None whatever. 

Q.—I see that at the end of 1905 
the amount of your debenture loans 
was $136,946.60, and the amount of 
your loans on real estate was $54,- 
881.67; that shows about the division 
that has existed as between debentures 
and mortgage loans with your So- 
ciety? A.—Yes. 

Q.—Do you know what average rate 
of interest you obtain on your in- 
vestments—have you figured that out? 
A.—On the mortgages? 

Q.—Yes? A.—It would be slightly 
under five. 

Q.—And on the debentures? <A.— 
About four per cent., perhaps not 
quite four per cent., as the County 
of Middlesex is the largest block and 
they are only three and a half. 

Q.—What is the arrangement as to 
the deposit with the banks, you saig 
they were treated as investments by 
you in your returns? A.—The spe- 
cial devosits? 

Q.—Are they there for a definite 
period? A.—No, we did not make 
any arrangement. 

Q.—What rate of interest do they 
bear? A.—Three per cent. 

Q.—And no time fixed during which 
the money is to remain in the bank? 
A.—No, it is on call. 


MR. LANGMUIR: Three per cent. 
on daily balances? A.—On monthly 
balances. 


MR. , TILLEY: Q.—Is that the 
same rate you get on other bank 
moneys you have deposited ? A.— 
Just the same. 


Q.—Under the amendment, where- 
by you were allowed to carry on the 
sickness insurance, it was stipulated 
that you might be called upon to put 
up a deposit of $10,000? A.—Yes. 

Q.—Have you yet been required to 
do soP A.—No. 

Q.—There has been no correspond- 
ence about thatP A.—None. 

Q.—I suppose from what you have 
told us you could not put up that 
deposit out of that fund? A.—No. 

Q.—Because you have not that 
much money in that fund? A.—No, 
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